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RURAL  DEVELOPJtfENT 


OF  THE  Committed  on  Agriculture  and  0RE8TRY. 

•  ^  Waahingtony  D  C. 

The  committee  raet^  pursuant  to  r^xjess,  at  9:15*  a.m.,  in  room 
6202  New  Senate  Office  building,  Hon.  Hubert  H.  Humphrey,  chair- 
man of  the  subcommittee,  presiding. 

Present:  Senators  Humphrey  (presiding)  Talmadge,  Allen,  Curtis, 
*  and  Bellmon. 

Also  present:  Senator  Aiken. 


ST^MENT  OF  HON.  HTJBEET  S.  HUMPHEEY,  A  U.S.  SENATOR 
FBOM  THE  STATE  OF  MINNESOTA 

Senator  Humphrey.  We  will  proceed.  '  .  . 

We  have  as  our  first  witness  the  distinguished  Senator  from  Ala~, 
bama.  But  first  I  would  like  to  make  a  very  brief  oral  statement, 
which  will  be  followed  by  the  statement  of  the  Senator  from  Georgia. 

This  morning  we  open  a  series  of  hearings  on  two  pieces  of  legisla- 
tion designed  to  give  an  economic  transfusioja  to  rural  America  and 
begin  the  overdue  process  of  revitalizing  our  rural  countryside. 

Most  of  you  here  are  well  aware  of  the  need. 

Rural  America  is  becoming  short  of  people.  vSome  600,000  a  year 
are  leaving  for  ^he  cjiies,  inc  ludine  rurali»America's  finest  minds  and 
young  people  with  nnich  to  contribute. 

Rural  America  is  short  of  industry. 

Ru^;al  America^is  short  of  jobs. 

Rural  America  is  short  of  adequate  housing. 

Rural  America  is  short  of' doctors  and*  hospitals  and  decent  health 
care. 

Rural  America  is  short  of  adequate  transportation. 
Rural  America  ns  short  of  many  of  the  programs  and 'tacilities  it 
needs  for  a  tr0y  fair  deal  iiTH^^  Nation. 
Rural  America- is  getting  snortehanged. 

Some  73  percent  of  our  people  now  live  on  just  2  percqjit  of-the  land. 

People  are  leaving  rural  America,  and  so  is  capital,  because  we  have 
permitted  rural  areas  to  decay  and  deteriorate. 

In^dustry  is  not  going  to  move  to  rural  areas  if  schools  are  inferior, 
if  there  is  inadequate  electric  and  telephone  service,  if  the  neares^ 
health  care  facility  is  50  jor  100  miles  away. 

We  are  becoming  increasingly  famihar  with  urban  poverty,  but 
rurQ,l  poverty  remains  disproportionately  high. 
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Two-thirds  of  our  6ubstandaxd  housing  is  in  rural  America  and 
nearly  20  million  rural  houses  lack  plumbing. 

Infant  mortality  in  rural  areas  is  higher  than  the  national  average, 
iliducatiou  IS  of  a  lojver  quality.  ♦ 

What  are  we  doing  about  it?  What  are  we  rloing  to  promote  better 
balanced  growth  between  rural  and  urban  America? 

The  answer,  unfortunately,  ii  very  little. 

The  Federal  Government  operates  some  80  different  loan  programs, 
but  none  of  them  provide  credit  for  private  economic  enterprise  of  all 
kinds  m  rural  communities.  ' 

Local  banks  often  are  limited  in  extending  credit  by  the  size  of  their 
assets  and  the  volume  of  their  deposits.  - 

The  legislation  we  will  be  considering  is  designed  to  revive  and  re- 
habiutate  an  economically  sick  patient— nnal  America. 

First  is  an  amendment  br  Senator  Pearson  of  Kansas,  to  the  pending 
^arm-Credit  Act..It  would  set  up  a  rural  commdnity  development 
bank  to.provide  loan  money  for  economically  depressed  rural  areas  ' 
>rT     f^^®^^  ?^  ^'  ^^^^^  ^  introduced  with  Semitor  Herman' 

lalmad^e,  chairman  of  the  Agriculture  and  Forestry  Committee,  and 
a  majontv  of  the  members  of  the  committee.  It  ia  the  Consolidated 
Fann  and  Rural  Development  Act,  vhich  would  greatly  expihd  rural 
credit  for  both  public  and  private  investment.  ^ 

The  intent  of  the  legislation  befcfl-e  us  is  to  give  rural  communities 
the  economic  bootstrap  they  presently  lack  ...  to  give  them  the 
tools  and  the  resoi^ces  for' new  businesses  andjiew  payrolls,  to  develop 
recreation  facilities.  To  Onance  the  Tace-lifting  of  a  thousand  sftiall- 
town  main  streets,  to  build  water  and  sewer  facilities,  industrial  parks, 
schools,  and  hbraries  and  other  needed  public  and  private  facilities. 

It  is^esigned  most  of  all  to  make  rural  America  once  again  the  vital, 
at^active,  prosperous  place  it  should  b§  and  cah  be. 

I  will  just  conclude  by  saj^ing  that  I  spent  Wedn^day/of  this  week 
with  the  National  Association  of  County  (MBcials.  And  in  my  visits 
with  a  number  of  the  country  officers  I  found  a  tremendous  interest,  ^ 
and  a^eat  expression  of  need  of  what  these  proposals  offer. 

(S.  2223,  the  amendment,  and  analyses  are  as  follows:) 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

JrLY  1971 

Vfp.  irriiriinF.r  (for  himsilf,  Nlr.  Taimmjop:,  Mr.  Aikkn,  Mr.  Allen,  Mr. 
AsrDKnm)N,  M/.  IJayii,  .Vlr.  IJw.i.mo.n,  Mr.  liritDicu,  Mr.  KrnD  of  West 
'Vii^nla,  Mr,  Cannon,  Mr.  Ciii  ncH,  Mr.  CoopEii,  Mr.  Ckanston,  Mr. 
KAi3Tt>AJir>,  Mr.  Kbvin,  Mr.  (lAMiiUKu.,  Mr.  (inAvp-j.,  Mr.  llAnnis,  Mr. 
HABrritE,  Mr.  H(n»u >i<is,  Mr.  HroiiKft.  Mr.  JAiTteoN,  Mr.  Johdan  of  North 
(Carolina*  Mr.  JonnAN  of  Idaho,  Mr.  Kknnkdy,  Mr.  Maont  son,  Mr.  McCifk, 
Mr.  Mc<*0VEn.«ii.  Mn  MclNrrnK,  Mr.  Mctcai.i',^  Mr.  Mondale,  Mr.  Moag,  , 
Mr.  MrsETE,  Mr.  Vki^o.v,  Mr.  Pkahhon,  Mr.  IVjh»,  Mr.  Randolph.  Air. 
RmicoFV,  Mr.  Siwhuman.  Mr-  MntNd,  Mr.  Ste.nnih,  Mr.  Stevens,  Mr. 
TuNNEY,  and  Mr-  Yoi  nc)  intro(hice<i  the*  foilowiufj  bill;  which  was  rend 
l^wice  aiul  referrBil  fo  Uir  ("omiTiiltce  on  Afjnculture  and  Fort'stry  \ 


A  BILL 

'To  amend  the  Consolidated  Farmers  Home  Administration  Act 
^        of  1901,  and  for^th^r  purposes.  > 

1  Be  it  enacted  by  the -Senate  and  House  of  Re^esenta- 

2  lives  of  the  United  States  of  America  in  Congress  assembted. 

3  TITLE  I— AMEjfDMEiCTS  TO  THE  rONSOLIRATED 


4  ^      FAKMERS  HOME  ADmNIHTRATION  ACT  OF 

5  *  1961  "  .  .. 
()         Sec.  101.  Section  301  (ff)  of  the  Consolidated  Farmers 

7  Home  Adminisfration  Act  of  1961  is  amended  to  read  as 

8  follows: 

II 

*(Star  Print) 
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(a)  "This  title  may  be*citcd  as  the  X'oiiJ^olidati'd  Farm 
and  Rural  Development  Act'/' 

Sec.  102.  The' first  sentence  of  section  306(a)  (1)  of 
the  Consolidated  Farmers  Home  Adntiinistnition  Act  of  1961^ 
is  amended  to  read  as  follows:  **The  Secretary  is  also  au- 
thorized to  make  or  insure  loans  to  associations  (including 
corporations  riot  operated  for  profit) ,  cooperatives  that  are 
unable  to  obtain  credit  from  the  banks  for  cooperatives, 
public  and  quasi-public  agencies,  and  others  to  provide  for 
the  acquisition  and  improvement  of  lands,  the  applicatioii 
or  establishment  of  soil  conservation  practices,  provision  of 
marketing  and  other  services,  shifts  in  land  use,  the  con- 
servation, development,  u^e,  and  control  of  water,  the  proc- 
essing, manufacture,  and  finishing  of  products  from  raw 
materials  and  intermediate  products,  £yid  the  installatio^, 
fmprovement,  equij^ment,  or  operation  of  drainage,  wa^te 
disposal,  or  other  rura^  community  development  projects, 
and  recreational  developments*^!!  primarily  serving  or  prt)-. 
viding  employment  for  farmers,  ranchers,  farm  tenanji,  fartn 
laborere,  and^  other -^^^1  residents,  and  to  furjiish  financial 
assistance  or  other  aid  La  planning  projects  for  such 
purposes." 

Sec:  103.  The  first  sentence  of  section  306(a)  (2)  Of 
the  Consolidated  Farmers  Home  Admijristration  Act  of  1961 
is  amended  to  read  as  fallows:  ''The  Secretary  is  authorized 
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1  to  iiiake'graats  aggregating  not  to' exceed  8300,000,000  in 

2  iiiiy  fis(^al  year  to  finance  specific  projects  for — 

(i)  works  for  the  development,  gftoragCy  treatment, 

4  purification,  or.distribjution  of  water  or,  the  collection, 

5  ^  treatment,  or  disposal  of  waste,  or 

^  "(ii)  other  rural  conmiimity  development  projects 

in  rural  areas/*  X 

8  8e(\  104.  The  first  sentence  of  section  3()«r(a)  (8 )  of  the 

9  Consolidated  Farmers  HomC  Admyiistration  Act  of  1961  is 
amended  to  read  as  follows:  "No  grant  shall  be  made  iinder 

^   par4?raph  (2)  of  this  subsection  in  connection  with  any 
12   project  unless  the  Secretary  determines  that  the  project  (i) 
^  will  ser>'e  a  niral  area  which  is  not  likely  to  decline  in  popu- 
14   ktion  if  such  pmject  is  carried  ojit  below  that  for  which  the 
'        project  was  designed,  (ii)  is  designed  and  constructed  so  that 
1^  .adequate  capacitj  will  or  can  be  made  av^ilable^to  serve  the 
1^  -present  population  of  the  area  to  the  extent  feasible  and  to 
serve  the  reasonably  foreseeable  growth  needs  of  the  area,  or 
(iii)  is  necessary  for  orderly  community  development  con- 
2^  sistent  with^a  comprehensive  community  water,  sewer,  or^ 

21  other  development  plan  of  the  rural  area  and  not  inconsistent 

22  ^Jth  any  planned  development  under  l^^e,  m'uftijuris'dic- 
tional,  county^  or  municipal  plans  approved  as  official  plahs 
by  competent  authority  for  the  area  in  which  the  rural  cbm- 

.25   munity  is  located,  and  the  Secretary  shall  establish  regula- 
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Ifc  tlons  requiring^  the  silbmission  o{  all  ^plications  for  financial 

2  ^assistance  under  thiai  section  to  the'multijurisdictional  agen<^y 

3  apd  county  or^'  m^inicipal  governments  havinjg  jurisdiction- 

4  over  the  area  in  which  this  proposed  jj^roject  is  to  be  locate 
^   for  review  and  comment  concerning  among  otl\er  consideru- 

6  tions,  the  ^ect  of  the  project  upon  the  areawid^  goals  and- 

7  plans  of  such  agency  of  government  within  a  designp-t^d 

8  ^  pefio^Srf  time.  No  loan  und^r  this  section  shall  be  made  that 

9  is  inbongistent  with  such  multijurisdictional  planning  and  d^- 

10  velopment  district  are^wide  plan."  a 

11  Sec.  105.  Section  366(a)  (7)  of  tie  Consolidated  FanW- 
1^  erSvHofne  Administration  Act  of  1961  is  amended  to  rehfl 

13  *as follows:  .  '-^ 

14  "i7)  (A)  Rural  areas  for  the  purposes  of  this  secfiofe 

15  shall  not  include  any  area  in  any  city  or  town  wh^ch  has  ift 
in   population  in  excess  of  thiity-five  thouSanS  inhatiifonts,  il6r 

17  Any  urbanized  or  urbanizing  area  immediately  adjacent^ 

18  .  thereto.  .  ^ 

19  "  (B)  .The  term  'nyal  community  development  proj^' 

20  includes,  but  i§  not  limited  to,  projects,  programs  and  acti^- 

21  ties  which—  . 

2?.  "(1)  establish  ftnd  improve  public  works,  pubfic 

23  service,  and  development  facilities; 

24  .  ''(2)  encourage  private  investment  in,  and  pto- 


5         \  ^ 
llnHf    iBoto  the  estnblislnnont  ni^  expansion  of,  industrial, 
"^♦i  •     agricultuml,  and  coiuinorcial  enteiTprisos ; 
i8i;'  \{^)  V^^^^^  conditions  of  excessive  unemploy- 

iAifV*     meat  and  underempioyment^  alleviate  unemployment 
'fc  •!      caused  %  loss  or  CurtailpicTnt  6f  large  industries  or  gov- 
«eniinental  activities,  ^^enenite  increased  employment 
opportunities,  and  amf^t  in  niirti]{l)Wt»r.  (hivelopment; 


8*'       ^.  assist,  in  gener^mg  inoreased  personal  anH 

8-  i      corporate  income;  ,  ' 

,10  "  (^)  fi"'^licr      economic  development  and  growth 

11;  I  1    potential  of  miderdeveloped  areas  and  help  such  areas 
^  to  help  themselves  achieve  lasting  improvement; 

13  "(6)  improve  the  quality  and  accessibility  of  rural 

44i        community  facilitieo  and  servicea; 
iir>  "^7)  g|.^m  outtnigi^ation  of  f9jnilte8,  labor,  and 

capital  fn)m mfal  areas  and  encourage  migration  to  such 
i      ^it*  v  ;     areas;  '  /  .  - 

1*  -  "  (8)  assist  in  the  solution  of  farm,  home,  and  com- 
*19>!.      mnnity  problems;  -  ^ 

"(9)  promote  the  conservation,  development,  and 
proper  utilization  of  human  and  natural  resomrces; 
i^j  .  r  "(10)  encourage  the  solution  of  problems  of  wide 

^    geographic  significance; 

"(11)  establish  and  improve  edncational  facilities 
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1  •      and  encourage  the  devolopinent  of  improved  i»diKati()nal 


2  methodslf 

3  "(12)  establish  and  innprove  land,  water,  and  air 
*4  transportation   ^ystenns  and-  services >**  for  goods  and 

5  passengers; 

6  "(13),  assist  in  the' solution  of  problems  related 
1  to  law  etifprqennent  activities  ;v         "         *     ^  ' 

;8  "(14)  (Enhance  domestic  |>ros|>crity  by  thr  cstah- 

19  lisliment  of  stable  and  diversified  loc>iil  economics  and 

id  improved  local  coiiditions; 

Xl\  '      "(15)  assist  in  the  establishment      decent,  sufe, 

12  sanitary,  and  comfortable  housing; 

13  "(16)  establish  ahd  improve  health  facilities  and 

14  services  and  genferally  promote  improved  health  and 

15  nutrition  of  residents  of  rural  areas; 

16  "(17)  establish  programs  and  projects  of  the  type 

17  akithorized  under  tit£e  1  of  the  Demonstration  Cities 
18.  ari^  Metropolitan  l')evTloi>rnrtit  Act  of.  1966;  and 

19  V"(18)  provide  direct  financial  incentives  to  indus- 

20  try  to  create  jobs  in*rural  areas. V 

21  Sbo.  106.  (a)  The  first  paragraph  of  section  331  of 
*22   the  ConsoKdated  Fanners  Home  Administration  Act  of 

23    1961  is  amended  1)}^  striking  mi  everything  beginning  with 


15  . 


9 


7  • 

11  ,•  "t'aniK'rs  Hoiiu'  Admiiiistintioii"  and  inserting  the  follow- 

i 

jl'^    *3    .     "(Dv'^'Bnn   Devclopiiit'iit   Atlministration   and  the 

\-m       ■  ... 

4  Rurol  Enteaj^se  and  rommunity  Developiiiont  Adinini^tni- 

5  (i()n,«('«(»h  of  which  shall  be  headed  by  an  Administrator, 

T  ' 

^   api^ointod  by  the  President,  by  and  with  the  advice  and 

T   exmsent  of  the  Senate.  Eacli  such  Administrator  shall  l)e 

S  *  sHbjcet*"to  the  sii])crvis'M>H  juhI  direction  of  an  Assistant 

♦ 

0  SccretjM-y  of  A«:ric!ilturcJlnral  I)eveloi)inent  Credits  who 
10  shall  he  additional 'to  the  Assistant  Secretaries  of  Agricul- 
IV  lure  otherwise  authorized  by  law  and  shall  be  appointed  by 

12  the  President,  by  ami  with  the  advice  and  consent  of  tlw 
1?   Sertate."  - 

J4  '      (b)  Se<'*tion  5315^11)  of  title  5.  Fnited  States  Code 

h  {\umn\M  to  read  as  follows:'  -  -     \  ' 

1(>  Assistant;  Secretaries  of  Agriculture  (4)/' 

17  (e)  Section  5310(4)  of  title  5,  United  States  €ode  is 

1^   aniended  to  read  as -follows: 

**(4)  Administrator,  Farm  J^velopment  Adminis- 
tration.  Department  of  Agriculture." 
.       (d)  Section  5316  of  title  5,  United  Sfates  Code  is 
^•f!   auiended  by  adding  at  the  end  thereof  the  following: 

*'(13l)  Administrator'  Rural  Enterprise  and  Com- 
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1  munity  Development  Administmtion,  Department  t)f 

2  Agriculture/' 

3  TITLE  II—FEDEEAL  RUHAL  DEVELOPMENT 
^^'^t      4  -  '            CREDIT  SYSTEM*  i 

5  SuBT^iTLE  A— Findings,  Pubposb,  and  ;pEFiNiTi(»rs 

6  Sec.  201.  Title  and  Findings  and  Pubpose.—  • 

»       7  (a^  'Jhis  title  may  be  cited  as  the  *tRural  Development 
8   Financial  Resoarces  Act  of  Ji  97 1 

f)  (b)  The  Congress  hereby  finds'  thai — 

10  *  (1)  farming  arid  forestry  form  the  backbone 

11  ,      the  ninil  economy;  yet  the  oommmiity  services  ajid* 

12  facilities  and  the  income  ean^^  opportuBities  needed 
il3  by  farm  people  to  increase  their  incomes  and  raise  thrii* 
14  quality  of  life  are  shared  witb  all  other  residents  living  lA 
ir^  ninil  Areas  and  rural  communities  who  must  participafi§ 
hi  in  their ^  financial  support.  Adequately  t<r  raise  farai 
17  family  inc(^e  and  increase  the  acces^bility  to  farnk 
18.  people  of  high-quality  community  facilities*  an^d  sei-vicefe 

19  requires  all  the  resources  in  local  rural  communities  tSd 

20  be  used  at  maiumnm  efiectiveness  and  eflSciency;  the 

21  conduct  of  for^itry,  industry,  business,  and  comm^tpiei, 

22  as  well  as  faming  opn^butes  to  the  jobs  and  inooib^  , 

23  earnmg  opportunities  needed  to  maintain  adequate  nmfl 
-1 4  faf  iiiries  and  services ;  and  ithe  receipt  of  adequate  inconh^ 
25  is  essential  to  improved  human  nutrition  '  and  familjF 
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M         living;  the  nanic  drcuinstanceg  are  essential  to  expand- 
2         ing  the  service  loads  and  hence  the  ability,  of  rural 
■'     eleptrifieation  systems  to  pay  overhead  coats  for  service 
4       ,  to  farmers  and  repay  indebtedness  on  Government  loans. 
'      '      To  attain  these  goals  it  is  necessary  to  increase  the 

s 

6  investment  of  capital  aiid  level  of  business  activity  and 

'7  quality  of  community  facilities  and  services  in  rural  areas 

8  and  communities.  Much  of  the  needed  investment  must 

9  come  in  the  first  instance  from  outside  of  rural  areas  and 
10  communities. 

%l'  It  is  the  policy  of  Congress  to  meet  a  large  part  of 
the  need  for  increased  investment  in  rural  areas  by  estab- 

1B>  lishing  a  system  of  borrower-owned  financial  institutions 

H   '  that  will  be  able  to  bring  rural  credit  needs  into  effeo^- 

J  tive  contak  with  the  great  central  money  markets  of  J/he 

•i^'   /  Nation;                                             '           .  • 

17  (2)   prosperousj  productive,  and  attractive  rural 
:  1^  • cximmunities  are  essential  to  the  welbbein^  6f  if);Tn 

;  families  and  of  a  free  nation; 

3€f-  (3)  a  more  general,  better  balanced  geographic 

^  distribution  of  the  Nation's  popukttiob  is  essential  to  the 

sat-  •  prosperity,  jgeneral  welffire,  and  domestic  tranquillity 

^   ^  '  of  the  urban  as  well  as  the  rural  conmiuniti6s  of  the 

21^^    ■  United  States; 

■*^\  '  ^      (4)  a  more  general,  better  balanced  geographic 
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distribution  of  profitnhle  i)rivato  c('on()inI(»  cntc^rprisrs, 
income  (^rninjj:  opportunities,  anjl  hi^^h  qunlity  public 
eoininunity  fneilities,  services,  and  puhlie  works  is 
necessary  to  reverse  the  flow  of  population  from  rural  to 
urban  areas  and  achieve  a  jiiore  jsreneral,  better  balanced 
f^eo^rraphic  distribution  of  the  Nation's  population; 

(5)    additional  capital  investment  and  cfnmncial 
resources  an-  essential  to  bnn«?  to  rural  areas  the  prfvate 
ccononiic  enterprises,^  public  works,  and  connnunity 
^  facilities  and  servic^es  necessary  (o  achieve  a  more  uni^ 

n         forni  geo^rjaphie  distenbution  of  the  Nation's  population; 
12         and  ^ 

•  (6)  a  banking  system  to  complement  the  Farm  : 

H         rVedit  System  and  the  Farmers  Home  ^Administration 

of  the  Department  of  Agriculture  is  urgently  needed  t^^ 
1^         provide  such  additional  capit;il  investment  and  financial 
17         resources  in  rural  areas. 

1^         (c)  It  is  therefore  the  purpose  of  this  Act  to  provide 

19  for  a  pQjrmanent  system  of  rural  development  credit  I)anks 

20  and  related  financial  institutions  and  services  that  ^ill  im- 

21  prove  the  income  anj^  well-being  of  urban  as  well  as  rural 

22  America  by  funiishing  sound,  adequate,  and  constructive  ^ 

Si 

23  credit,  capital  augmentation,  and,  closely  related  financiaK 

24  resources  and  services  to  the  residents  of  rural  a\eas,  corp(^ra- 
tiona,  a^dultural  producer  organizations  (except  where  able 


Er|c  19 


13 


11 

1  to  obtain  credit  from  bfliikfi  for  cooDcrativcs  iin|or  t\\v  Farm 

2  Credit  Act  of  1933  (12  TJ.M.C.  1134),  other  cooperatives, 

3  indui^rial,  and  business  enterprises,  quasi-public  bodies, 
4*   ooanties,  naunicipalities,  and  other  unit^  of  local  general  and 

5  special  purpose  g(H'emit)eijt  that  will  establish,  construct, 

6  and  operate  private  and  public  facilities,  works,  and  ?;er;vice^ 

7  iii  rural  areas  and  will  provide  remunerative  employment  to 

8  increagingj  num^bera  of  mral  residents.  Wis  further  the  P"r-^ 

9  pose  of  this  Act  to  encourage  borrower  participation  in  tlijO 

10  management,  control,  and  ownership  of  a  permanent  system 

11  of  credit  for  noiifaim  enterprises  and  community  public 

12  works,  facilities,  and  services  similar  to  the  Farm  Credit 

13  System. 

14  Sec.  202.  Definitions. — As  used  in  this  Act —  , 

15  (I)  The  term  *'Rural  Development  Credit  System" 
W  means — 

17  ,         (A)  the  participating  rural  development  financial 

18  institutions  and  units  of  local  general  government  as  pro- 
vided  in  subtitle  C  of  this  Act; 

(B)  the  District  Rural  Development  Credit  Agen- 

21  cies  provided  for  under  subtitle  D  of  this  Act; 

22  _       (C)  the  Regional  Rural  Development  Credit  Banks 

23  provided  for  undel^ subtitle  E  of  this  Act; 

24  |D)  the.    Federal    Rural    Development  Credit 
2''>         Agency  ])ro  vided  for  under  subtitle  F  of  this  Act; 


20 


* 
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1  (E)  the  Federal  Rural  Development  Investmeht 

2  Equalization  Administration  provided  for  mider  subtitle 
^3  of  this  Act;  and 

4  (F)  the  Federal  Rural  Development  Credit  Boaird 

^        provided  for  under  subtitle  H  of  this  Act. 
^         (2)  The  term  ''rural  area"  means  any  area  within  a 
*   State  or  the  Commonwealth  of  Puerto  Rico  which  is  not 
^   part  of  or  contiguous  to  any  municipality  having  a  pojfu- 
^  latio^  of  thirty-five  thousand  or  more  aa;ording  to  the  latest 
decennial  census  of  the  United  States.  The  Rural  Develo]^ 
ment  Credit  Board  may  by  regulatip^  after  consultation 
^2  with  the  Director  of  the  Office  of  Management  and  Budget, 
the  Secretary  of  Agriculture,  and  the  Secretary  of  Housiiig 
and  Urban  Development,  'brcmden  the  definition  of  sttdh 
term  to  include  additional  areas  if  the  Board  determines  thiit 
such  action^  because  of  special  circumstances  applicable  to 
such  areas,  is  consistent  with  the  purj)oses  of  this  Act. 
s  (3)  Tlie  term  "rural  development^  purpose'^  means  ally 
?^  project  undertaken  by  any  private  industrial  or  business  eh- 
terprise  or  by  any  State,  regional,  or  local  development 
^authority,  any  public  work  project,  or  any  community  facility 

22 

or  service  that  contributes  Or  will  contribute  substantially 

to  the  objeitives  of  a  balanced  national  growth  policy 'hs 

24  ^  L 

provided  in  section  i)01  (a)  of  the  Agricultural  Act  of  1&70 

25 

(PL  91-524) ,  and  the  enhancement  of  any  rural  commuiiilj' 
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1  or  rural  area  a  p!?ice  to  live  and  make  a  living,  8uch  term 
.2   specifically  includes,  but  k  not  limited  to,  projects' that  pro- 

3  vide  increased  employment  or  income  for  or  directly  benefit 

4  miml  residents  and  that —  , 

^  (A)  establish  and  improve  public  works,  public 

.  6    1     service,  and  development  facilities; 

7  (B)  encourage  private  investment  in,  and  pro- 

'  &        mote,  the  establishment  and  expansion  of,  industrial  and 

H        commercial  enterprises  including  bat  not  limited  to  in- 

10        ves tor-owned  and  cooperative  marketing  and  other  serv- 

1>      ^  ice  associations  and  enterprises; 

1^  (C)  prevent  conditions  of  excessive  unemployment 

P        and  underemployment,  alleviate  un«nployment  caused 
14        by  lo^  or  curtaihnent  of  large  industrial  or  govern- 
;  15         mental  activities,  generate  increased  employment  oppor- 
^  >         tunities,  or  assist  in  manpower  development; 
)  17  (B)  assist  in  ^  generating  increased  personal  and 

^      corporate  income; 
19  (E)^  further  th§  economic  development  and  growth 

20.        potential  of  underdeveloped  areas  and  help  such  ar6as 
7  |l        to  help  themselves  achieve  lasting  improvement ; 
/  M.  (F)  jjnprove  the  quality  and  accessibility  of  rural 

^      .      community  facilities  and  services; 
.  (G)  st6m  outmigration  t)f  fomilies,  labor,  and  capital 

7^        from  rural  areas  and  encourage  migration  to  such  areas; 
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1  (II)  promote  the  conservation,  development  and 

*^        proper  utilization  of  human  and  natural  resources; 

.  (I)  estoblish  and  improve  public  educational  facili- 

4  ties  and  encourage  the  development  of  improved  educfb- 
^        tional  methods; 

^  (J)  establish  and  improve  land,  water,  and  air 

'7        transportation  systems  and  services  for  goods  and  pas- 

5  sengers; 

^  (K)  assist  in  the  i^olution  of  problems  related  to 

1^        law  enforcement  activities; 

(L)  enhance  domestic  prosperity  by  the  establish^  ^ 

12  ment  of  stable  and  diversified  local  economies » and 

13  improved  local  conditions; 

■^^  (M)  assist  in  the  establishment  of  decent,  safe,  san{- 

1^         tary  and  comfortable  hoasing; 

^  (N)  establish  and  improve  health  facilities  and  serv- 
1"^  •  ices  and  genenUl^romote  improved  health  and  nutrition 
1^      '  of  residents  of  rural  areas;  and 

^  (0)  provide  direct  financial  incentives  to  industry 

^        to  create  jobs  in  rural  areas. 

(4)  The  term  'ioeal  general  government''  means  th^ 

22  government  of  a  municipality,  county,  or  township  as  such 

23  terms  are  defined  and  used  by  the  United  States  Bureau  of 
^  the  Census.  Such  term  does  not  include  independent  school 
25  districts. 
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1  ('))   The  term  *'R(»^?i()iml  Hank"  moans  a  Hc^iRMial 

2  Development  Credit  Bank  eatahlished  under  subtitle  (i  of 

3  this  title. 

4  (())  Tlie^tenn  "region/'  when  used  in  connection  with 

5  a  Ke^rioiial  Bank,  rncajis  the  ^^  ographic  arei^served  l>y  such 
^  hank.                                              ' ' 

7  /    (7)    The  tern)  "Federal  Uural  l)t'velo.pineift  (Vedit 

^  Board"  means  the  body  e'^tobHshed  under  subtitle  H  of  this 

^  title.                                 '                  \              /  • 

10  '(8)   The  term.  "District  Rural  Development  Credit 

11  A^fencv'*  means  ariy  financial  institution  of  a  nuiltijuris)iiei 

12  tional  planning  and  development  district  of;^  a  State  desig- 

13  Hated  as  a  District  Rural  Development  Credit  Agency  under 
^'^  subtitle  D  ol  this  title. 

15  "  xhe  ternisj'particlpating  institution"  and  "Partici- 
pating  Rural  Development  Financial  Institution"  means  any 

17  financial  institution  or  local  unit  of  general  gi)vemment  desig- 
nated  as  a  participating  institution  in  the  Rural  Develop- 

1^  ment  (Vedit  System  under  subtitle  C  of  this  title. 

20  (10)  The  temi  "Federal  RuraF  Development  Credit 

^1  Aofency"  means  the  independent  (Government  agency  estab- 

22  lished  under  title  F  of  this  title.  ^ 

^  (11)'  The  term  ''Executive  Director"  means  the  head 

^  of  the  Federal  Rural  Development  Credit  Agency. 

25  *  (12)   The  term  "financial  assistance"  includes  loans, 
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X   participation  in  loans,  piarai\|e€  or  insarance  of  loans,  the 

2  purchase  of  legal  obligations,  and  the  diseoont  or  rediecoum 

3  of  any  note,  draft,  or  other  obligation.  >  ; 
^  subtiti/e      bobfioweha  and  avaxlability  of  loanb 

5  Sec.  301.  Availamlity  of  Bubal  Development 

6  Ceedit.— In  order  to  assist  any  individual,  partnerahip^  c^^- 
opemti^e,  corporation,  nonprofit  association,  and  any  iiMn^ 

®  mentality  of  a  State,  county,  municipality,  or  any  unit  Of 
^  local  general  government  (hereinafter  in  this  title  referred 

10  to  08. "borrower"  or  "potential  borrower")  to  carry  out  W 

11  rural  development  purpose,  such  entities  are  eligible  W 
^2  borrow  from,  sell  its  financial  obligations  to,  or  to  ineurb^ 
1^  its  obligations  .with  the  Eural  Development  Credit  ,8j?gtein^ 

mstitution  in  the  area  in. which  the  rural  development 
purpose  IS  to  be  underteken.  Such  financial  assistance  shall' 
1^  be  subject  to  the  provisions  of  this  title  and  the  rules  and- 
regulations  of  thq  Federal  Rural  Development  Credit  A^ncy  ■ 
and.  policies  established 'by  the  Federal  Sural  Development^ 
Credit  Board.  Preference  shall  be  given  *1;o  po|;ential  boi^* 
rowers  wha  have  demonstrated  and  who  have  an  established' 

pi 

recori^f  financial  stability. 

Sec.  302.  Eligibihty.— The  eligibility  of  potentiaT' 
borrowers  to  obtain  assistance  for  carrying  out  rural  develop^"- 
ment  purposes  shall  be  determined,  within  the  multijuris-' 
^  dictional  planning  and  development  ^district  in  which  the 
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1  niral  development  purpose  is  to  be  undertaken  in  accordance 
^»  with  criteria  established  by  the  District  Rural  Development 

3  Credit  Agency  located  in  flilch  district.  Such  criteria  shall 

4  he  subject  to  the  approval  of  ifie  Ref^ionnl  Ban^  concerned, 
Ibe  rufes  and  rej^iilati(»na  of  the  Fe.deral  Rural  ])Cve|(>pment 

^  (Credit  Agency,  eptablishcd  pursuant  to  pcilicies  prWrjbed  by 
the  Federal  Ruraf  Development  Oedit  Board.  The  potential 

5  borrower  jnust  demonstrate  that  the  financial  assistance 
^   applied  for  is  not  available  from  any  other  public  or  private 

'       eredil  source. 

^1        Set.  303.  Terms  and  Oonditionb.— The  terms  and 
12f 

renditions  under  which  assintanw  may  be  made  availableNq 
borrower  in  any  refjion  shall  be  established  by  the  Regional 
Bank  concerned,  subject  to  the  rules  atS  regulations  of  the 
federal  Rural  Development  Credit  Agency  established  pur- 
jjuant  to  policies  of  the  Federal  Rural  Development  Credit^- 

^'^  Board.  8nch  terms  and  conditions  may  vary  depending  on 
the  rural  development  purpose  for  which  loan  proceeds  are 
to  be  used.  •  * 

20   ^     Set.  3()4.  8px)UR1TY.— Borrowers  shall  be  required  to  , 
provide  the  best  available  collateral  for  financial  assistance 
made  availiible  under  this  Act,  and  may  be  allowed  to 
detfionstrate  repayment  ability  and  that  factor  shall  be  taken 
into  consideration  in  determming  whether  any  such  assist- 
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1  ance  should  be  approved  or  disapproved.  In  determining  thei 

2  amount  of  security  necessary  for  financial  assistance  to:  any 
^  appHcant,  a  District  Rpral  Development  Bank  Agency  shall 

4  also  take  mt6  consideration  any  grant  or  payment  from  the 

5  Federal  or.  State  Govmiment,  includmg  any  grant  or  payr 


6  ment  under  the  provisions  ^>jtWs  Act  for  which  the  borrower 

7  may  qualify  and  obtaiuvj^^^mutinent  with  respect  to  tne 

8  profect  involved  in  the  loan  appUctttion. 

9  .  Sec.  305.  Requieed  PitBC^HASE  OF  Capital  SxocK.-^ 

10  Each  borrower,  as  a  condition  of  loan  approval,  shall  bo 

11  required  to  purchase  capital  stock  in  the  Disf^rict  Eural 
*1€  Development  Credit  Agency  through  which  assistance  is 

13  made  in  tin  amount  (at  par  value)  equal  to  not  less  than  &  w 
14*^  per  centum  and  not  greater  than  10  per  centum  of  the 

15  amount  of  the  ioan,  as  determined  by  the  Federal  Rural     ,  . 

16  Development  Credit  Board  from  time  to  time. 

17  SuBTiTLis  C— Participating    RuBAii  Development 

18  Financial  Institutions  and  Units  op  Looaj, 

19  GeNEBAL  ^J||^NMEi}T  - 

20  Sec.  401.  Designation  .---Any  National  or  State  banki 

21  savings  institution,  credit  union,  o?^  other  financial  institu- 
2^  tion  making  loans  in  rural  areas  for  pral  development  pilr- 

23  poses,  and  any  county,  municipality,, or  other  lyiit  oMo6al 

24  general  government  shall,  upon  application,  be  considered,, 
V  25  for  designation  as  a  Participating  Eural  Development  Finati- 
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1  cial  Institution,  hereinafter  in  this  Act  referred  to  as  a 

2  ^'Participating  Institution."  • 

3  Sec^  402.  Functions  of  Participating  Institu- 

4  a?lON. — Any  participating  instituti^Q  is  authorized,  subject 
5'^  to  provisions  of  this  title,  the  approval  of  the  District  Rural 

6  Development  Credit  Agency  from  which  assist^ce  is  being 

7  sought,  and  subject  to  the  rules  rind  regulations  of  the  Re- 

8  gtonal  Bank  concerned  and  the  Federal  Rural  Development 
^  Credit  Agency,  established,  under  policies  adopted  by  the 

10  Rural  Development  (Jredit  Board,  to  borrow  from,  and  •to 

11  make  loans^for,  or  on  behalf  of.  District  Rural  Developtnent 

12  Credit  Agencies,  to  make  loans  guaranteed  or  insured  by  the 
13.  Regional  Bank  concerned,  and  to  issue  obligations  for  pur- 

14  chase  by  the  District  Rural  Development  Credit  Agencies, 

15  and  to  perform  such  other  duties  as  the  District  Rural  De~ 
l(>  velopm^nt  Credit  Agency  coiuemed  may  delegate  and  the 
17(x-  participating  institution  agrees  to  undertake. 

18  Sec.  403.  Endoksement  by  Participating  Insti- 

19  TfiTlON. — A  participating  hi^ftitution  sliall  endorse  to  the  Dis- 

20  tridrRural  Development  Credit  Agency  under  which  it  oper- 

21  "fites  such  evidences  of  ()bligatij)ns  as  it  shall  sell  to,  insure  or 

22  guarantee  with,  Jr  discount  with  such  Agency  and  shall  as- 

23  snme  full  responsibility  for  the  repayment  of  principal  and 

24  interest  represented  by  such  oblicfation. 

25  Sec.  404.  (a)  Purchase  of  Capital  Stock. — A 
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1  participating  institution  shall  require  the  borrower  of  loani^ 

2  made  for  or  on  behalf  of  District  Rural  Development  Credit 

3  Agencies,  as  a  condition  of  lo«n  approval,  to  sutecribe  to  an 

4  aanount  of  par  value  capital  stwk  in  tlie  District  Rut;A1  De- 

5  velopment  Credit  Agency  from  which  such  financial  ii^ist- 

*  ^>  aifce  is  obtak^d  equal  to  not  less  than  5  per  centum  nor  ttiore  . 
7  than  10  per  oliitutn  of  the  total  proceeds  of  the  Imn.  Ill 'ad- 
B   dition,  each  jparticipating  institution  shall,  as  a  conditi<l>il  of 
>       its  d^ignation  ns  a  participating  institution,  maintain  al 
all  times  a  total  ownership  of  capital  stock  in  the  District  ' 
1  ^   Rural  Development  Credit  Agency  under  which  it  operates  ^ 

12  equal  to  at  least  one  per  centum  of  the  amount  outistandbg^  ^ 

13  on  all  loans  and  other  obligations  in  which  it  has  parfici- ^ 
1  ^  pated  on  behalf  of  such  District  Rural  Development  Credit  * 
^'"^  Agency. 

(b)  Any  of  the  insritntioas  listed  in  section  4()1  which 
^7  qualify  ns,  Participatinjr  Institutions  arc  nnthorized  to  pnr- 
18  chase  voting  stock  of  District  Rural  Development  Credit 
1^   Agencies  authorized  by  this  title. 

20  (c)  Any  of  the  institutions  listed  in  section  401  may 

21  qualWy  -as  "cooperating  financial  institutions"  by  particfpat- 

22  ing  in  any  loan  or  other  obligation  on  behalf  of  the  District 
Raral  Development  Credit  Agency.  Cooperating  financial 
institutions  shall  no4  be  required  to  maintain  stock  owner- 

-''   ship  as  required  in  section  404  (ji) .  Su<>h  instihitions  ihall, 

.    C  ■  * 
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l,,4iowevQr,  be  subject  to  all  otlier  rules,  regulations,  and  re- 
'  2  quirements  provided  for  partioipant  institutions. 
3. ,      Sec.  405.  Govebnanqe  of  Pabtioipating  and  Co-^ 

4  OPEEATII^  iNSTrTUTiONS.-— With  respect  to  all  loans  and 

5  other  obligations  which  a  participating  or  cooperating  insti- 
P  .^  ^fltion  shall  process  or  otherouse^handle  for  a  District  Rural 
T,  Pevelopment  Credit  Agency,  the  policies,  rules,  and  regula- 
§^  tions,  and  procedures  followed  shall  be  in  accordance  with 
^        ndes  and  regulations  established  by  such  Agency  and 

IQ.  Approved  by  the  Regional  Bonk  concerned.  The  designation 
"11    of  any  institution  as  a  participating  institution  may  be  can- 
12,  .celed  by  the  District  Rural  Development  Credit  Agency  con- 
13  ,^nied,  in  accordance- with  rules  and  regulations  established 
1^;.  by  the  Regional  Rural  Development  Credit  Bank.  Any  par- 
ticipating  institution  whose  designation  has  been  canceled 
U)   ^nder  this  Bection  may  appeal  the  cancellation  to  the  appro- 
^  *  ,  priate  Regional  Bank.  The  decision  of  the  board  of  directors 
of  such  bank  shall  be  final.  The  Regional  Banks- shall,  in  ac- 
cordance  with  rules  and  regulations  established  by  the  Fedr 
exal  Rural  Development  Credit  Agency,  establish  appro- 

21,  priate  rules  and  regulations  aad  review  bodies  to  imple- 

22 ,  flo^^t  expeditious,  orderly,  and  fair  consideration  of  appeals 
2^  .  jgy^ed  by  participants  objecting  to  canceled  designations  or 

24  Qther  matters  related  to  their  relationship  to  the  Rural  De- 

25  velopment  Credit  System. 

30 
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1  8jbc.  406.  Certificates  of  Participation.— Each 

2  participating  institution  shall  be  issued  a  certificate  of  partic- 

3  ipatron  embossed  by  the  Rural  Development  Credit  Board 
i  indicating  on  the  face  of  such  certificate  (1)  that  the  par- 

5  ticipant  has  been  designated  as  an  official  Participatmg  Rural  . 

(5  Development  Financial  Institution  of  thd  Rural  Development 

7  Credit  System,  (2)  the  date  of  certification,  and  (3)  a  state-. 

8  ment  in  summary  form  of  the  powers  and  responsibilities  of 

9  the  participating  institution.  The  application  of  an.  eligible 

10  institution  for  designation  as  a  participating  institution  shall  be 

11  forwarded  to  the  District  Rural  pevelopment  Credit  Agency 

12  along  with  its  initial  application  to  purdia^e  capital  "stock. 

13  Such  application  shall  be  endorsed  by  the  District  Agency 

14  and  forwarded  to  the  Fed'eral  Rural  Development  Credit 

15  Agency  through  the  appropriate  Kegronal  Eural  Develop- 

16  ment  Bank.  The  Executive  Director  will  submit  his  rccom- 

17  mendation  for  designation  to  the  Federal  Rural  Development 

18  Credit  Board  for  approval  and  issuance  of  certifimte. 

19  Subtitle  D— District  Rural  Development  Credit 
-0  Agencies 

21        Sec.  501.  (a)  Designations  and  CHARTERS.—Any 

-2  financial  agency  of  any  multijiirisdictiorj^l  planning  and  de- 

23  velopment  district  of  a  State  may  make  application  to  the 

24  Regional  Bank  serving  the  area  in  which  mdh  district  is  lo- 
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1  cated  for  designation  as  a  Diitrict  Rural  Development  Credit 

2  Agency.  , 

3  (b)  The  application  filed  under  this  section  shall  specify 
4'  in  general  tenns  the  objects  for  which  th^"  Federal  charter 
,  5  will  be  used,  the  powt-rn  to  \te  e%rcised  under  the  'charter, 

6  and  the  territory  it  proposes  to  serve.  The  api)lication  shall 

7  be  signed  by  apivropriate  officials  of  the  agency  making  the 

8  appliration  and  shall  be  accompanied  by  appropriate  docu- 

9  ments  authenticating  the  legal  status  of  the  appUcant  and 

10  of  the  officials  signing  the  application.  A  copy  of  the  proposed 

11  charter,  constitution,  bylaws,  and  oth^  pertinent  instruments 
n  of  the  appUcant  shallaccompany  any  application  fil«d  under 
,13   this  section. 

14  (c)  An  application  filed  with  any  Regional  BAnk  under 

15  this  section  shall  be  forwarded  by  such  bank^i)  the  Execu- 

16  tive  Director  together  with  the  recommendations  of  the 

17  bank  concerning  the  need  for  such" a  District  Rural  Develoi)- 

18  ment  C.x>dit  agency  to  help  provide  adequate  (Tcdit  for 

19  niral  development  purposes  in  the  area  the  applicant  wwild 

20  serve.  The  Executive  Director  may  for  good  cause  shown 

21  deny  aiiy  application  for  a  charter.  ^  ^ 

22  -     (d)  Upon  the  approval  of  the  application  of  any  finan- 

23  cia^f  "f.v  of        multijurisdictional  planning  aid  develop- 

24  ment  district  of  a  State  filed  under  this  section,  such  agency 
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l^slmJl      dt«ignat«d  a«  n  District  Kural  Dcvclopmeut  Credit 

2  Agency  and  be  chnrtered  as  m  instruiuentjaJity  of  the 

3  United  States.  The  Executive  Director  ghiUl  preyoribe  by 

4  regulation  or  otherwise  the  organization,  management,  and 

5  conduct  of  the  business  of  any  jpistrict  Rural  Development 

6  Credit  Agency  chartered  under  this  section,  shall  pregQribe-^ 

7  the  initial  amount  of  stock  in  the  Regional  Rural  Develop- 
■  8   nieut  Credii  Bank  that  such  District  Huial  Development 

9   Credit  Afroney  shall  l)c  re((uire<l  to  purchase,  and  the  territory 

10  within  its  openitions  nmy  be  canied  on.  The  Execu- 

11  rive  Director  is  authorized  U)  modify  the  charter  of  any  Dis^ 

12  trivt  Rural  Development  Cre<lit  Agency  wheneve^  he  deter- 

13  mines  it  nec^essary  to  accomplish  the  purp(was  of  this  Act. 

14  (e)  No  application  for  designation  under  this  section 
1  >  shall  h^aj)proved  unless  the  applicant  agrees  to  subscribe  to 
l^i   stock  in  the  Regional  Bank  concerned  in  such  amount,  as 

17  may  be  required  by  such  bank. 

18  Sec.  502  vGovkumng  Boakd.— Each  District  Rural 

19  Development  Credit  Agency  shall  have  a  governing  ))oard 

20  of  directors  of  such  number,  for  such  terms,  with  such  (juali. 

21  fications,  and  elected  in  such  manner     may  be  required  br 

22  State  law  and  its  Federal  charter.  No  member  of  the  board 

23  of  directors  shall,  within  onjyear  after  the  date  he  cea.ses  to 

24  be  a  member  of  such  board,  be  elected  or  designated  a  sal^ 
-5   aried  employee  of  such  agency. 


27 


25  ' 

t  HfA\  503.  (»KNEHA1.  CoiiroKATK  PoWKim.— Kh(  li  ])is- 

p 

2  tricJ;  Rural  Development  Credit  Agency,  subject  to  siipor- 
.'5   vision  by  the  appropriate  Regional  Ba«k  and  the  FcdrrnI 

4  Kami  Development  Credit  Agency,  shall  have  pow(T  to — 

5  ( I )  Have  snccession  until  terminated  in  jiwirdaiirc  \<\\\\ 
^   this  Act  or  any  other  Act  of  CongreRs. 

7  (2)  Adopt  and  use  a  corporate  seal 

8  (3)  Make  contracts. 

^         (4)  Sue  and  be  sued.  '  * 

10  (5)  Acquire,  hold,  dispose,  and  otherVv'iae  exorcise  all 

11  ^of  the  usual  incidents  of  ownership  of  real  and  personal  prop- 
1*^   erty  necessary  or  convenient  to  its  business. 

13  »  (6)  Operate  under  the  direction  of  its  board  of  directors 
1"*  in  accordance  with  th^  Act. 

15  (7)  Subscribe  to  stock  of  the  Regional  Bank  of  the 
1^  region  in  which  such  District  Rural  Development  Credit 
1^   Agency  is  located. 

(8)  Purchase  stock  of  a  Regional  Bank  held  by  other 

Di^ct  Rural  Development  Credit  Agencies  and  «ttM'k^of 

otiior.suoh  agencies. 
21         (9)  Contribute  bo  the  capital  of  such  bank  or  other  Dis- 

trict  Rural  Development  Credit  Agencies. 

f  10)  Invent  its  funds  as  may  be  approved  by  the  appro- 

priate  Regional  Bank  under  regulations  of  the  Federal  R«ral 
*^   Development  Crodit  Agency  and  deposit  its  current  funds  and 
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1  securities  wit^h  such  Regional  Bank,  a  member  bank  of  tile 

2  Federal  Kcserve  SystefA,  or  any  bank  insured  with  the  Fed- 

3  era!  Deposit  Insurance  Corporation,  and  may  pay  fees  there- 

4  for  and  receive  interest  thereon  as  may  be  a^ed  upon. 

5  (11)    Buy  and  sell  obligations  of  or  insured  by  the 

6  United  States,  or  of  any  agency  (fhereof,  or  obligations  of  ariy 

7  banks  of  fr^  Rural  Development  Credit  System. 

8  (12)  Borrow  money  from  the  appropriate  Regional 

9  Bank,  and  with  the  approval  of  such  bank,  borrow  from  aiid 
^0  issue  it^  notes  or  other  obligattons  to  any  commercial  bank  of 
n  other  finanl^ial  institut^pn. 

12  ,  (13)  .Make  and  participate  in  loans,  accept  advance 

13  payments,  and  provide  services  and  oth^r  assistance  as  an- 

14  thorized  m  this  title  and  diarge  fees  therefor. 

15  (14)  Endorse  and  become  Hable  on  loans  diseoimtedor 

16  pledged  to  a  R^onal  Bank. 

17  (15)  Enter  into  loss  sharing  agreements  with  a  Re- 

18  gional  Bank  and  other  District  Rural  Development  Credit 

19  Agencies.  ^ 

20  (16)  Prescribe  its  bylaws  tlirough  its  board  of  directors 

21  and  provide  in  such  bylaws  for — 

22  (A)  the  classes  of  its'^tock  and  the  manner  in 

23  which  such  slock  shall  be  issued,  transferred,  and  re- 

24  tired; 
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X  (B)  the  election  or  oppointincnt  of  its  officers  and 

'2  employees; 

3  (C)  property  ac(|uired,  held,  or  transferred; 

4  (D)  the  conduct  of  its  ^^neral  business;  and 

5  vj£)  the  exercise  and  enjoymm/t  of  the  privileges 

6  .  granted  to  it  pui^uant  to  law.  ^ 

7  (17)  Elect  by  its  board  of  directors  a  manager  or  other 

8  chief  executive  officer,  and  provide  for  such  other  officers  or 

9  employees  as  may  be  necessary,  including  joint  employees 

10  with  other  institutions  of  the  Kural  Developmei^t  Credit 

11  System;  define  their  duties  and  require  surety  bonds  or  make 

12  ot^er  provisions  against  losses  occasioned  by  employees. 
13^  (18)  Elect  by  its  board  of  directors  a  loan  committee 

14  with  power  to  approve  applications  for  loans,  participations, 

15  or  purchase  of  obligations,  or,  with  the  approval  of  the  ap- 

16  propriate  Begional  Bank,  delegate  the  approval  of  applica- 

17  tions  for  loans  or  participations  within  specified  limits  to  other 
19  committees  or  to  authorized  officers  and  employees  of  the 

19  agency  or  to  a  participating  institution  chartered  under  pro- 

20  visions  of  subtitle  0. 

21  (19)  Perform  any  functions  delegated  to  it  by  a  Be- 
gional  Bank,  or  the  Federal  Bural  Development  Credit 

23.  Agency. 

24  (20)  ^xeroise  by  its  board  of  directors  or  authorized 
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1  officers  or  employees,  all  such  incidental  powers  as  nlay  Be. 

2  necessary  or  expedient  to  carry  on  the  business  of  the  agency. 

3  8eo.  504.  Capital  Stock.^Olassiss  of  Stock,  Teak's- 

4  FEE,  ExCHANOB;  AND  DIVIDENDS.— ( a )  A'  District  'RnM 

5  Development  C^^t  Agency  may  issae  voting  stocky  nc(b- 

6  voting  stock,  preferred  stock,  and  pxQvide  for  an  eqa% 

7  reserve.  Holders  of  stock  and  equity  reseire  shall  have 
^  such  rights,  not  inconsistent  with  the  provisions  of  this  seb- 
^  tion,  as  are  set  forth  in  the  bylaws  of  the  agency.  Stock  shtOl 

10  be  divided  into  shares  of  $5  par  value  each.  '  ' '   '  • 

11  (b)  Voting  stock  may  be  purchased  only  by  'borroW- 

12  ers  or  participating  institations  who  are  eligible  to  borr^ 

13  from  or  participate  in  financial  operations  of  the  agencV. 
1^  Each  holder  of  voting  stock  shall  be  entitled  to  one  voile 
1^  for  each  sach  st?ock  except  as  otherwise  provided  in  sub- 
1^  section  (d)  hereof.  No  voting  stock  or  any  interest  thereib 
17  or  right  to  receive  dividends  thereon  shall  'be  transferred  by 
13  act  of  the  parties  or  by  operation  of  law,  except  to  anotlier 
1^  person  i  eligible  to  hold  voting  stock,  and  then  only  ns  ptx^ 

20  vided  in  the  bylaws.  .  >  • 

21  (o)  Nonvoting  stock  may  be  issued  to  the  Executive 
^  Director  and  to  other  investors.  ,  :  * 
23         (d)  Preferred  stocky  which  shall  be  nonvoting,  niay 
2**  be  issued  to  the  Execntive  Director  and  to  other  inveet^rs 
25  when  authorized  by  a  majority  vote  of  the  outstanding  shares 
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3    of  the  voting  stock,  by  a  majority  vote  of* the  ontslonding 

2  shftres  of  nonvoting  stock,  and  by  a  majority  vote  of  the  out- 

3  standing  shares  of  preferred  stock,  except  that  all  stock 

4  ,held  by  the  Kxeciitive  Director  shall  be  excluded  from  v()4- 
^  ing  hereunder.  The  holders  of  such  stock  shall  ))e  entitled 
^«  lo  one  vote,  in  person,  for  each  sliare  of  stock  held.  The 
7  authorization  to  issue  preferred  stock  shall  state  the  privi- 
B  leges,  restrictions,  limitations,  dividend  rights  (either  cumu- 
9-  l^ve  or  noncumnlative)  redemption  rights,  preferences,  and 

10  other  quoliRcations  affecting  said  stock,  and  the  total  amount 

11  of  the  authorized  issue  to  which  it  belongs. 

12  (e)  Nonvoting  stock  may  be  issued  to  persons  eligil)le 

13  to  borrow  from  the  agency  to  wliom  voting  stock  is  not 
^'K  to  be  issued  and  to  cooperating  financial  institutions. 

(f)  Each  Iwrrower  from  tlie  a^jency  shall  be  required 
to  own  at  the  time  the  loan  is  made  voting];  or  nonvoting 
stock  as  provided  in  the  bylaws  of  the  agency,  in  an  amount 
equal  in  par  vaJue,  as  determined  by  the  agency,  to  not 
!•?  less  than  $5  per  $100  or  fraction  thereof  nor  more  than 
-0  $10  per  $100  of  the  amount  of  the  loan.  Such  stock  shall 
not  be  canceled  or  retired  upon  payment  of  the  loan  or 
otherwise  except  as  may  be  provided  in  ibe  bylaws.  Not- 
withstjinding  any  other  provision  of  this  section,  for  a  loan 
in  which  an  agency  particii>ates  with  a  commercial  bank  or 
otlier  financial  institution  other  than  a  Regional  Bank  or 
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1  another  District  Rural  Development  Credit  Agency,  the 

2  requirement  that  the  borrower  own  stock  shall  apply'  only 

3  to  the  porfion  of  the  loan  which  is  retained  bj  the  ag<^ncy. 
^         is)  Vodng  stock  diall,  widiin  two  ye^UB  after  the  h6ld^ 

.  3  ceases  to  be  a  borrower  or  a  participating  instituticrh  6e 

6  converted  into  nonvoting  stock  at  the  fair  book  valne  tbcfredf, 

7  not  exceeding  par.  Consistent  with  the  provisions  of'  tins 
^  8  title,  and  as  provided  in  the  bylaws  of  the  agency,-  eadi 

^  class  of  stock  shall  be  convertible  into  any  other  clubs  '6f 

10  stock  except  preferred  stock.  ^ 

11  (h)  As  a  farther^  means  of  providing  capital,  a  District 
*^12  Biiral  Development  Credit  Agency  may,  as  provided^ln  itfe 

^  ' bylaws,  and  with  the  approval  of  the  appropriate  Begioiiid 

14  Bank,  require  borrowers  and  participating  institutions  t6 

15  purchase  stock  in  addition  to  that  required  m  subsection  ({) 

16  here(rf  and  under  subtitle  C,  or  invest  in  the  equity  reserve, 

17  in  an  aggregate  amount  not  exceeding  $5  per  $100  or  froo- 
IB  tion  thereof  of  the  amount  of  the  loan  in  the  case  of  bof- 

19  rowers  and  50  cents  per  1 100  or  fracti<Hi  thereof  in  thtf  case 

20  of  participating  institutions.  Any  portioiH  of  die  amounts 

21  invested  under  this  subsection  which  is  no  l<Miger  reqtiirbd 

22  for  the  purposes  of  the  agency  may  be  returned  to  the  own* 

23  ^ers  thereof  by  revolving  or  retirement  in  accordance  wllf^ 

24  its  bylaws. 

2«'>         (J)  Dividends  shall  be  paid  on  preferred  stock  in  adcord- 
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1.  \  aase  with  the  authorization  of  the  Stockholders  to  issae  such 

2 .  stmk.  Dividends  on  stock,  other  thao  preferred  .stock,  may 

8  .  b(|>paid  by  a  District  Btiral  Development  Bank  Agenoy  as 
•f4}  provided  in  its  bybwa  at  such  rote  or  rates  as  are  approved 

d  (by  the  appropriate  Beporial  Bank  in  accordance  with  reg- 
,|[^  v  illations  of  the  Federal  Rural  Development  Credit  Agency 
.'9  established  in  accordance  with  provisions  of  section  505. 

IK,  .      (j)  Except  with  regard  to  stock  held  by  the  Executive 

9  .Director  each  District  Rural  Development  Credit ,  Agenoy 

10  shall^have  a  first  lien  on  stock  and.  paiticipation  certificates 

11  it  issues,  allooited*'  surplus,  anil  on  investments  in  equity 
IS  reserve^  for  any  indebtedness  of  the  holder  of  such  capital 
i^i  investments  and»  in  the  case  of  equity  reservei  for  charges 
14  for  any  such  agency  losses  in  excess  of  reserves  and  surplus. 
^0         (k)  In  any  case  where  the  debt  of  a  borrower  is  in  de-' 

fcmlt,  a  District  Rural  Development  Credit  Agency  may  re- 
13  tire  all  or  part  of  the  capital  investments  in  such  agency  held 
13^ '  by  such  debtor  at  the  fair  book  vaJue  thereof,  not  exceeding 

19.  par,  in  total  or  partial  liquidation  of  the  debt. 

20,  Sec.  505.  Application  of  Eabninos;  Rkstoration 
fill*  OF  Capital  iMPAiBifENT,  and  Surplus  Account.— (a) 

Each  District  Rural  Development  Credit  Ageticy  at  the  end 
of  each  fiscal  year  shall  apply  the  amount  of  its  earnings 

24  for  such  year  in' excess  of  its  operating  expenses  (including. 

^  provision  for  valuation  reser\es  against  Imn  assets  in.  an 


ER?C  4iT'' 


34 

32  ^ 

1  ^  amount  equal  to  one-half  of  1  per  centum  of  tjie  loans  oul|- 

2  standing  nt  the  end  of  the  fiscal  year  to  the  extent  that  «a  raj 

3  ings  in  such  year  in  excess  of  other  operating  expenses,  peif 
init,  until^cl?  reserves  equal  or  exceed  3^  per  centum  o{  tl^ 

'*>   Imm  outstanding  ol  t^e  end  of  the  Fiscal  year,  beyond  -  wjiich 
^>  3^  per  centunl  further  additions  to  such  rcsei-ves  aiue  n^J; 
'7    requir^  but  may  be  made)  first  t(^the  restoration  of  the  iir^ 
^  painneiit.  if  any,  of  capital;  and  second,  to  the  establishttien^ 
and  maint'Cimnce  of  the  surplus  accounts^  the  minimum  ^^^j^ 
^^.^  pate  amount  u(  which  shall  be  prescribed  by  the^approp*[iat|)[ 
^1   Regional  Bank.  ^  il 

*2  (b)  When  the  bylaws  of  a  District  Rural  Develo^iHci^t 
13  Credit  Agency  so  provide,  available  net  earnings  at  Ihfl  enfl; 

of  any  fiscal  year  may  be  distributed  in  stock,  or  in  'cash/ex^:f 
^•^   cept  that  when  the  Executive  Director' holds ^any  st<Tck  in  Hf 
District  Bural  Development  Credit  Agency  the  cash  djstribuhi 
tion  shall  be  such  percentage  of  the  earnings  as  shall,  .h^;  de^i 
1^  t^nriined  under  regulations  of  the  Federal  Kural  Dev^opr[ 
ment  Credit  Agency.  Any  part  of  the  eaming|  of  the  fiscal^ 
year  in  excess  of  the  operating  expenses  for  suoh  year  held  ini: 
the  surplus  account  may  be  allocated  to  stockholders,  u-.l 
2?       ^m.  506.  Loans;  Partiotpatton  *  Otheb  FiNAKiJiAjii 
Assistance  ;  Tebms  ;  Conditions  ;  Interest  ;  ^v^^ 

BITY.—  .  {. 

^         (a)  Each  District  Kiiral  Development  Credit  Agency 
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I  under  rolee  and  regolntions  prescribed  by  the  board  of  di- 
2'  t&fStoTS  of  the  appropriate  Regional  Bank  and  approved  by 
3  f<tb»  Federal  Rural  Development  Credit  Agency  may  through 
4i:'{iaFticipating  or^ooperoting  hisjtitutions,  make,  guarantee,  or 
^'^'•participate  with  other  lenders  in  making  loans  and  in  pro- 
^HViding  othei^pbilar  financifd  assistance,  and  may  buy  obli- 
^iitgations  of  borrowers  for  rural  development  purposes  and 
8 1  odier  reqnSrem^ts  of  such  borrowers.  A  District  RurH  De- 
^i^ie^lopment  Credit  Agency  is  authorized  to  make  loans  and 

10  provide  other  authorized  assistance  imder  this  title  directly  to^ 

11  any  applicant  eligible  for  such  assistance  in  any  rural  area  in 
Id  <  which  there  is  no  participating  or  cooperating  institution 
1^'*  able  and  willing  to  supply  on  rea^nable  terms  and  condi- 
14e  'tions  the  credit  ne^ds  of  such  applicant. 

15  (b)  Loans  authorized  in  subsection  (a)  hereof  shall  bear 

16  Such  rate  or  rates  of  interest  as  are  determined  under  regula- 
11**  tions  prescribed  by  the  board  of  directors  of  the  agency  with 
l^iji^e^^proval  of  the  Federal  Rural  Development  Credit 
1^  '  Agency,  and  shall  be  made  upon  such  terms,  conditions,  and 
2P>  upon  mich  security,  if  anjr,  as  shall  be  authorized  in  such  regu- 
21  lations.  In  setting  rates  and  charges,  it  shall  be  the  objective 
22^  %o  provide  ^he  types  of  credit  needed  by  eligible  borrowers, 
2S^  ^t  the  lowest  reasonable  cost  on  a  sound  business  basis,  tak- 
^  '  ing  into  account  the  cost  of  money  to  the  ageiicy,  necessary 
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1  reserves  and  expenses  of  the  agency,  and  services  provided  Do 

2  borrowers  and  participantoi  The  loan  documents  may  provide 

3  for  the  interest  rate  or  rates  to  vary  from  time  to  time  during 

4  repayment  period  of  the  loan  in  accordance  with  the  rate  Or 

5  rates  currently  being  charged  by  the  agency.  Such  reguto- 

6  tions  may  require  jjrior  approval  of  the  Regional  Eural  De^ 

7  velopment  Bank  or  the  Federal  Rural  Development  Credit 
^  Agency  on  certain  classes  of  loans;  a)id  may  authorize  a  corf- 
^  iinuing  conmiltment  to  a  borrower  or  a  participant  of  a  line 

1^  of  credit.                      .       .  { 

11  Sec.  r)()7.  OrriKK  Hmivici:s.~Each  District  Rural  Dd-^ 

12  vebpment  Credit  Agency  )uay  provide  technical  assistan<30  \ 

13  to  borrowers,  applicants,  -and  participants  and  may  make- 
^  ava^ble  to  them  such  financial  related  services  appropriate! 

1^  to  their  operations,  as  is  determined  feasible  i^der  regulations  ^ 

16  prescribed  by  the  Federal  Rural  Develojttnent  Credit  Agoicy: 

1'^  Subtitle  E—REoioNAii  Rural  Development  Crbdit' 

^®  Banks                      '  ; 

1^  Sec.  601.  Establishment;  Title;  Numbeb.— TheM 

20  are  estJiblished  in  the  Rural  Development  Credit  Systeiti 

21  ten  Regional  Rural  Development  Credit  Banks  aa  federally 
.22  chartered  instrumentalities  of  the  United  States.  Their  char-' 
2^  ters  may  be  modified  from  time  to  time  by  the  Federal 

24  Rural  Development  Credit  Board,  subject  to  approval  t)f 

25  Farm  Credit  Administration  and  the  Secretary  of  wigricul- 
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1  toi^i  in  any  maimer  not  inconsistent  with  the  provisions  of 

2  ilu3  title  as  may  <be  necessary  or  expedient  to  implement  this 
3 .  Act.  The  jurisdictional  territory  of  the  Regional  Credit  Bimks 

I  shall  be  divided  so  as  to  icorrespondif^  the  ma^ximwm  extent 
^  5  practicable,  to  the  rural  areas  of  the  uniform  regions  estab- 

'  6  Wished  by  the  President  of  the  United  States  for  operation 

7  of  Federal  ag^ci^,  and  the  headquarters  of^^^iach  such 

8  bank  shaJl  be  located  within  the  rural  area  which  it  serves, 

9  bi^t  not  necessarily  in  the  samie  city  which  serves  as  the 

10  headquarters  city  of  the  uniform  re^on  for  carrying  out 

II  programs  of  Federal  agencies.  Each  bank  shall  maintain 
12^  a  liaison  office  in  the  city,  regardless  of  population,  wh^ch 
13^  serves  as  the  ieadquarters  city  for  the  uniform  regio^  m. 

11  which  such  bank  is  located.  The  Board  of  any  Regional 

15  Rural  Development  Credit  Bank  may  establish  such 

16  branches  as  may  be  appropriate  for  the  effective  opera- 

17  tion  of  its  business,  but  the  territorial  jurisdiction  of  any 

18  such  branch-  shall  coincide  with  the  boundary  of  one 
13  or  more  of  the  uniform  multijurkdiction  planniug  and  de- 
20  vebpment  districts,  if  any,  established  by  the  Governor  or 
2Hf  the  legislature  of  the  State  concerned.  The.  headquarters  of 
2%;  any  such  branch  shall  be  located  within  the  rural  area  served. 

\  Skc.  602.  CoBPOBATE  EXISTENCE;  Gbnebal  Cokpo- 
I  BATE  PowBBS.-- Each  Re^on^U  Bank  shall  be  a  body  corpo- 

■\ 
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1  rate,  subject  to  the  supervision  of  the  Federal  Rural  Devel- 

2  opment  Credit  Ageqcy,  and  shall  have  power  to— 

3  ^       (1)  Adopt  and  use  a  corporate  seal. 

^  I  (2)  Have  succession  until  dissolved  under  the  provi^ 
^  sions  of  lhi£^  Act  or  other  Act  of  Congress* 

6  (3)  Make  contracts.  ^ 
(4)  Sue  and  be  sued. 

8  (6)  Acquire,  hold,  dispose  and*  otherwise  exercise  all 

'if      .    -  • 

^  the  usual  incidents  of  owner^p  of  real  and  personal,  tan^bl^ 

^  and  intangible  property  necessary  or  convenient  for  it^ 

^  business.                                                        r  f 

2  (6)  Miake  loans  and  comnutments  for  credits,  accept  ad^ 

3  vance  payments,  and  provide  services  and  other  assistance  smi 

4  authorized  ia  this  Act,  and  charge,  or  not  charge  feci,- 
^  therefor.  '  .  '  • 
^  (7)  Operate  under  the  direction  of  its  board  of  directors.^ 

7  (8)  Elect  by  its  board  of  directors,  a  President,  a  secr^ 

8  tary,  a  treasurer,  and  provide  for  such  other  officers)  em^ 

9  ployees,  and  agents  as  may  be  necessary,  including  joirttf 

20  employees  with  the  institutions  of  the  IVm  Credit  Syitent 

21  and  of  other  institutions  of  the  Kural  Development  Credit' 

22  System,  define  their  duties,  and  require  surety  bonds  or  ih^^ 

23  other  provisions  against  losses  occa^oned  by  employees.  - 
^  (9)  Prescribe  its  bylaws  through  its  board  of  directorSr 
2S  and  provide  in  such  bylaws,  in  accordance  with  rules  and 
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1'  regaktioDS  of         Fedend  Rnral  Development  Credit 

2  Agency,  for—  V'^'"'^ 

3  (A)  the  classes  o|f  its  stock  and  the  manner  in  which 

4  .      snch  stock  shaU  be  is^ed,  transferred,  and  retired; 

5  (B)  the  election  or  appointment  of  its  ofiieere  and 

6  employees,  except  that  the  trainmg  and  pmotice  of  'ap- 

7  praisal  personnel  ishall  be  subject  to  the  supervision  of 
the  Farmers'  Home  Administration  or,  with  approvtl 

9  \     of  the  Farm  Credit  Administrator,  of  the  Farm  Credit 

10  Admmistradon; 

11  (Cy  property  acquired,  held,  or  transferred; 

12  (D)  the  conduct  of  its  general  business;  and 

13*  (B)  the  exerdse  and  enjojrment  of  the  privileffes 

granted  to  it  by  Uiw. 
15         (10)  Borrow  money  and  issue  notes,  bonds,  debentures, 
1^:  or  other  obligations  indiv|dnally,  or  in  concert  with  one  or 
n  more  othw  Regional  Banks  of  such  character,  terms,  condi- 
18'  itions,  and  rates  of  interest  as  it  may  determine. 
M         (11)  Accept  deposits  of  securiti^  or  of  current  funds 
2Q  irom  borrowers  and  participants  and  agendes  establi^ed, 
5Ui.  iTinder  this  Act,  and  pay  interest  on  such  funds. 
231.1'     (12)  Partidpate  with  one  or  more  other  Regional 
23  Banks  under  diis  title  on  such  terms  as  may  be  agreed  upon 
24r  hmong  such  banks  and  to  participate  with  private  b^uaks  and 
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1  other  financial  institutions  in  rural  areas  on  such  term^ 

2  may  be  agreed  upon  among  such  banks  or  institutions. 

3,  (13)  Approv^e,  in  establishing  the  eligibihty  of  any 

4  District  Rural  Development  Credit  Agency  for  participotiiiii 

^  in  the  Rural  Development  Credit  System,  the  salary  scale 

6  of  the  officers  and  employees  of  the  District  Rural  Devetoji- 

7  ment  Credit  Agencies  and  the  compensation  of  the  iehief 

8  executive  officer  thereof  and  supervise  the  exercise  by  such 
^  agendes  of  the  functions  vested  in  or  delegated  to  them  under 

1^  &ds  Act,  except  that  the  appointment  of  the  chief  executiW 

11  officer  of  any  such  District  Rural  Development  Credii 

12  Agency  shall  be  subject  to  the  approval  of, the  Regional 

13  Bank  concerned  so  long  as  the  United  States  holds  stock  iil 

14  such  Rural  Development  Bank  Agency.  *  ^ , 

15  (14)  Deposit  its  securities  and  its  current  fmds  with 

16  any  member  bank  of  Ae  Federal  Reserve  SystenCa^^Arj^ 
1*^  fees  therefor  and  receive  interest  thereon  as  'Siay  be  agreed! 
IS  When  designated  for  that  purpose  by  the  Secretary  (rf  tfee 

19  Treasury,  it  shall  be  a  depository  of  public  money,  except 

20  receipts  from  customs,  upon  such  regulations  as  may  be 

21  prescribed  by  the  Secretary;  may  be  employed  as  fisdaJ 

22  agent  of  the  GovemnKnt,  and  shalP  perform  all  ^ch  rear 
2^  sonable  duties  as  a  dejwsitory  of  public  money  or  financial 
^  qgent  of  the  Gqvemme^  as  may  be  required  of  it.  No  Gov- 

emment  funds  deposited  under  provisions  of  this  subsection 
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1  aholl  be  invested  in  loans  or  bonds  or  other  obligations  of 

2  the  bank, 

3  (15)  Buy  and  ^ell  obligations  of  or  insured  by  the 
A  United  States  or  of  any  agency  thereof,  or  securities  backed 

5  by  the  full  faith  and  credit  of  such  agency,  and  mak«  such 

6  other  investments  m  may  be  authorized  by  the  Federal  Rural 

7  Pevelopment  Credit  Agency, 

8  (16)  Conduct  studies  and  adopt  standards  for  lending 

9  and  provide  other  encouragement  for  the  development  of 
10  private  business  enterprise,  and  for  the  quality  of  life,  eco- 
XI  nomic  earning  oppprtunities  and  jpbs,  and  public  and  com- 
12  munity  works,  facilities,  and  services  in  the  rural  area  it 
3,3  serves, 

14  (17)  Delegate  to  District  Rural  Development  Credit 

15  Agencies  and  through  them  to  participating  institutions  such 

16  functions  vested  in  of  delegated  to  the  bank,  as  it  may  deter- 
17 ,  mine  appropriajte,  as  approved  by  the  Federal  Rural  Devel- 

18  opment^edit  Agency, 

19  (18)  Amend  and  modify  loan  contracts,  documents,  and 

20  pa3anent  schedules,  and  release,  subordinate,  or  substitute 

21  s^urity  for  any  of  them, 

22  (19)  Perform  any  function  delegated  to  it  by  the  Fed- 

23  eral  Rural  Development  Credit  Board  or  the  Federal  Rural 

24  Development  Credit  Agency, 

2^  (20)  Require  District  Rural  Development  Credit  Agen- 
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1  cies  BSkd  participatiQff  and  cooperating  institutions  to  enA 

2  dorse  those  not^||nd  other  obligations  of  their  borro^en  a^ 
^  3   are  presented  to  the  bank  for  the  purpose  of  obtiuning  finan-« 

4  elal  assistance.  *   ,  m  f 

5  (21 )  Exercise  by  it«  board  of  directors  or  authorieeffi  of-^- 

6  ficersy  employees,  or  agents  all  such  incidental  powers  asf^ 

7  may  be  necessary  or  expedient  to  carry  out  the  business  of 
S  the  bank.  i;  ^' 
9       Sbo.  603.  RuEAL  Development  Osss>ts  Bani^' 

10  Stock;  Value;  Shares;  Voting;  DmoENDS.— (a)^^i 

11  capital  stock  of  eaxsh  Regional  Bank  shall  be  divided  intc^^ 

12  shares  of  par  vahie  of  $5  each  and  m^y  be  of  such  da^c^s  ai^*' 

13  its  board  of  directors  may  determine  with  approval  of '^^^ 
Federal  Rural  Development  Credit  Agency  and  under  rule^^ 
and  regulations  established  'by  the  Federal  Rural  DeV^lop^^^ 
ment Oredit  Board. 

^'^     V    (b)  V<yfing  stock  of  each  bank  shall  be  held  onty^by^ 

^®  Rural  Development  Credit  Agencies  and  participating  m-^' 
stitutions  afad  borrowers  who  obtain  finandol  assistance  ^oni^^ 

^   such  banks,  which  stock  ghall  not  be  transferred,  pledged,  o^^- 
hypothecated  except  as  authorized  pursuant  to  this  title  oi^- 
as  authorized  under  regulations  of  the  Federal  Rurtl  De*- 
velopment  Credit  Agency.  Any  District  Rural  Developittreni  - 

^  Bank  Agency  may  elect'to  receive  nonvoting  stock  in  Uerf- 

^   of  voting  stock. 
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It: .  <  (o)  The  Board  of  eadi  Eefi^ional  Bank  shall  from  time 
Z.ii  to  time  inore^e  its  capital  stwk  as  may  be  necessary  to  per- 

n&t  the  issuance  of  additional  shares  to  borrowers /'(inelud- 
4  mfr  partidpatinf^  *  institution!  using  ^financial  aesistanee  of 

district  Boial  Development  Credit  Agencies  so  that  bor* 
Qu)  lowers  and  participating  institutions  of  such  agendes  naay  be 
1(>  eligible  for  loans  and  other  financial  assistance  from  such 
8  agencies* 

^v/i:  (d)  Nonvoting  stock  may  be  issued  to  the  Executive 
10>ril)irector  of  the  Federal  Sural  Development,  Credit  Agency 
H})i^i  may  also  be  issued  to  District  Rural  Development  Credit 
13; Agencies^  other  rural  finandal  institutions,  and  other  direct 
l%ilJbOnt>wert. 

H')i<  T  (^)  ^6  earnings  of  a  B^gional  Bank  shall  be  deter- 
l&(T.9Mned  in  accordance  with  approved  accounting  principles  and 
16  practices,  as  established  by  the  Federal  Bural  Development 
IT^^jQc^t  Agency  subject  to  examination  by  the  Fann  Credit 
ISf.^ Adininistaration  and  subject  to  the  rules  and  regulations  of  the 
l^^,J^ed6Tal  Boral  t>evelopment  Credit  Board  and  tiie  Generol 
2C^^^  Accounting  Office.  Earnings  shall  be  distributed  as  follows: 
2^,,  *  First,  not  less  tlian  10  per  centum  of  i\et  earnings  for  the 
22^(year  shall  be  paid  inta  the  reserve  fund  of  the  bank  until  said^ 
2^^  ;rc$erve  fund  sludl  equal  150  per  centum  of  outstanding  stock. 
2^^:  J  Second,  not  less  than  10  per  centum  of  net  earpings  for 


03'98a  O  •  71  -  pt.  4  —  4 


5©, 


44 


42 

1  fche  year  shall  be  paid  into  the  capital  surplus  ft^d  to  the 

2  bank. 

3  Third,  payment  of  the  franchise  feix  as  required  by 

4  section  614  for  any  year  in  wiu^b^y  stock  is  hteld  by  to 

6  Executive  Director. 

^  FourtJi,  payment  of  dividends  on  nonvoting  stock  of  not 

7  to  exceed  flie  average  cost  to  the  Federal  Rural  Development 

8  Credit  Agency  of  funds  obtabed  through  issuance  of  bonds, 

9  debentu2>e8,  and  oAef  oyidences  of  indebtedness  in  its  fundmg 

10  operations.  ^                      .           .  - 

11  Fifth,  retirement  of  nonvoting  stock  and  oth'Sr  evidences" 

12  of  indebtedness  of  the  bank  held  by  the  Executive  Director. 

13  Sixtih,  payment  of  dividends  m  voting  stock  of  the  bank 

14  as  determined  by  its  board  of  directors,  if  the  bank  has  retired 

15  all  of  the  nonvoting  stock  of  the  bank  that  have  been  issued  to 

16  ,  the  Exiecutive  Dnrector. 

1'^  (f)  Dividends  diall  not  be  payable  on  any  stock  held  by 

IB  the  Executive  Director.  Noncmnulative  dividends  may  be 

19  payable  on  o^er  stock  to  the  extent  available  from  earnings 

20  in  accordance  with  subsection  (e)  of  this  section,  and  divi- 

21  dends  may  be  paid  on  other  stock  of  the  bank.  The  rate  of 

22  dividends  may  be  different  between  different  classes  and  dif- 

23  ferent  issues  of  stock  on  basis  of  the  comparative  oon- 

24  tributions  of  holdiers  thereof  to  the  capital  or  earnings  of  thfe 

25  bank  by  such  classes,  types,  and  issues ;  but  no  dividends  shall 
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1  be  paid  on  voting  stock  and  no  dividends  great^er  than  5  per 

2  centum  per  anmun  on  par  vahie  of  nonvoting  stock  until  siioh 
3<   time  as  two-thirds  of  the  capital  stock  subscribed  by  the  Ex- 

4  ecutive  Director,  m  accordance  witli  provisions  herein,  diall 

5  have  been  retired ;  otherwise  dividends  shall  be  in  Ae  order 

6  indicated  in  subsection  (e). 

(g)  Nonvoting  stock  may  be  sold  by  nonborrowers  to 
8  borrowei*s  or  potential  Iwrrowers,  partidpating  institutions, 
^  or  District  Rural  Development  Credit  Agencies  who  may 

10  "convert  such  nonvoting  stock  into  voting  stock  at  their 

11  election  at  any  time  prior  to  fimd  repayment  of  ind^J^d- 

12  ness  to  the'  bank.  Voting  stock  may  be  sold  cmJ^Tto  District 
1^  Ruml  Development  Credit  Agencies,  partfcipating  institu- 

14  fcions,  or  other  borrowers  or  potential  borrowers  of  the  bank. 

15  Nonvoting  stock  may  be  redeemed^  at  any  time  by  the 

16  bank,  at  the  election  of  the  owner,  in  acooitlance  with  a 
schedule  of  values  pibliS^d  from  time  to  time  by  the  bank. 

18  When  a  District  Rural  Development  Credit  Agency  reduces 

19  its  total!  outstnnding  indebtednesm  to  the  bank,  its  voting 

20  Rtock  may  be  oonvorted  at  par  value,  or  such  grehtor  value 

21  ns  the  bank  may  from  time  to  time  determine,  into  nonvoting 

22  stock,  or  may  be  redeemed  in  cash  or  as  a  credit  to  extingiiidi 

23  final  indebtedne??s  at  such  value  as  the  bank  may  from  time 

24  to  time  determine.  Tlicj^bank  may  establirfi,  with  approval 
2^  of  the  Federal  Rural  Development  Credit  Agency  under 
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1  rales  and  regulations  established  by  the  Rural  Devolopnreilt 

2  Credit  Board,  the  tenne  and  condi^ns  for  the  sale,  tmiu^ 

3  fer,  and  redemption  of  such  other  classes  of  stock  and  evt 

4  dencee  of  indebtedhese  that  it  may  issue  from  time  to  tim^* 

5  Nonvoting'stock  and  otlwr  evidences  of  indebtedness  of  thfc 

6  bank  held  by  the  Executive  Director  may  be  retired  at  any 
time^  subject  to  approval  of  the  Federal  Rural  Develo|^ 

S  mmi  Credit  Board,  and  shall  be  retired  each  year  to  die 
^  extent  of  the  avaBability  of  earnings  in  aoooTdance  with  the 
1^  provisions  of  subsectbn  (e).  or 
11       Sec.  604.  Loans.— The  Regional  Banks  are  authorizcfct 
^  ^  vj 

( 1 )  make^  participate  in,  extend  mortgage  insuran^tf 
14  in  connection  with,  refinance,  discoimt  and  rediscount,  oil 
1^  guarantee  loans,  purchase  obligations  and  provide  otheir 
financing  for  real  or  personal  property  or  for  working 
capital  £md  operating  expenses  in  connectipn  with,,]pai]Si 
1®  made  or  participated  in  or  obligations  piirchased^hji^Digi 
1^  trict  Rural  Development  Agencies  to  finance  any  jural 
development  purpose  project  carried  out  or  to  be  co?^ 
ried  out  in  a  rural  area  served  by  the  bank;  .  ]  jl' 
{2)  make,  participate  in,  insure  mortgages  in^doos 
nectaon  ^th,  refinance,  discount  and  rediscount,  o|:  gusr^ 
nnt^  loans  or  provide  other  interim  financing  provided 
•  by  District  Rural  Development  Credit  Agencies  for  the 
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I;   •  -construction  or  improvement  of  any  rural  development 
.purpose  proj«»tt  to  buildbig  contractors,  leasors,  arclutccts, 
S        plaimihg  and  engineering  firms,  or  other  persons  or  firms 

engaged  in  such  work; 
^  (S^rovide  or  assist  a  District  Rural  Development 

.>^'       Credit  Agency  in  providing  insurance  to  protect  any  or- 
f  '      ganization,  firtn,  oi;  .individual  receiving  financing  for  the 
'    construction,  improvement,  or  expansion  pf^S'ipy  ™^ 
development  purpose  project  against  damage  ^casualty 
10        loss  in  connection  with  such  project ;  and 
It^  ■  ^         (4)  require  that  Distric^  Rural  Development  Credit 
12        Agencies  maintain  ownership  of  voting  or  honvoting 
^        stock  in  the  Regional  Banks  eqiml  to  not  loss  than  $5 
t-t  '     per  $100  of  outstanding  loans  and  not  more  than  $10  per 

15  $100. 

16  *  Sao.  605,  IKTBBEST  Rates  and  Otheb  Chahgbs.— 

•  « 

IT  lioans  made,  insured,  guaranteed,  participated  in,  refinanced, 
IS*'  discounted,  or  rediscounted  by  a  Regional  Bank  shall  bear 
io^f  interest  at  a  rote  or  rates,  and  on^sueh  terms  and  conditions, 

20  may  be  determined  by  the  board  of  directors  of  the  ba^k 

21  from  time  to  time,  with  the  approval  of  the  Federal  Rural 
Development  Credit  Agency  and  under  rules  and  regulations 

23i  '{Established  by  the  Federal  Rural  Development  Credit  Board. 

In  setting  rates  and  chaises,  it  shall  be  the  objective  to  pro- 
2^  Vide  the  types  of  credit  needed  by  eligible  borrowers  at  t^ 
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1  lowest  reasonable  ooat  on  a  sound  business  basis,  taitdng  into 

2  aoconnt  the  cost  of  money  to  the  bank,  the»  necessary 

-3  serves,  capital  surplusi  and  expenses  of  the  banks  and  its 

4  District  Rural  Development  Credit  Agaicie^  and  particir 

5  pating  institutions,  the  orderly  retirement  of  the  capital  sub- 

6  Boriptions  of  the  United  jSt^ tes,  and  the  cost  of  providing 

T  services  to  borrower  and  8to<Aholders,  participating  institiir 

.8  tioM,  District  Rural  Development  Credit  Agencies  and  rural 

9  oommimities  so  that  such  borrowers  may  niake  their  max^- 

•    •         i     ^  " 
10  mtmi  contribution  to  enhancing  economic  opportunity  and 

^  the  quality  of  lif6  in  the  rund  area  served.  The  loan  docur 

12  ments  may  provide  for  the  interest  rate  or  rates  to  vary  from 

13^  time  to  time  during  the  repayment  period  of  the  loan  in 

14  acoordiance  with  the  rate  or  rates  currently  being  charged 

15  by  the  bank. 

16  Sbo.  606.  ELiGrBHiiTY.— The  services  authorized  in  this 

17  title  may  be  maide  available  directly  or  through  Digtrictt<Eural 
16  Developmoit  Credit  Agencies  or  partidpating  institutions 

19  of  the  bank,  as  the  situation  may  inquire,  to  public  and 

20  qnasi-^ptfblic  bodies,  6'ooperativfe  associations  as  defined  in- 

21  the  Agricultural  Marketing  Act  (42  Stat,  388;  12  U.8.C. 

22  114j(a)),'if  such  associations ^ure  unable  to  borrow  from 

23  the  banks  for  cooperatives,  other,  cooperatives,  corporation^,  ' 
34  partnerships,  or  individual  proprietors  which  are  or  becoioe 
25  fltockholders  or  o:9mer?  of  nonvoting  stock  of  District  Rural 
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1  Development  Bank  Agencies  or  in  a  Regional  Rural  De- 

\ 

2  velop^ent  'Bank,  Such  financial  assistance  may  also  be  made 

3  avBilable  to  multijurisdictional  rural  governmental  planning 

4  and  develop^nt  districts  esta;blishe4;l)y  the  legidlature  or 

5  Governor  of  a  State,  to  persona,  firms,  owners  of  rural 

6  homes,  mnnicipalities,  resource  conservaiion  and  develop- 
^  ment  project  sponsors  under  title     of  the  Bankhead-Jones 

8  Fftnn  Tenant  Act,  sp^isonng  associations  carrying  out  proj- 

9  ects  under  the  ,WateriEeJT*rotection  and  Flood  Preven- 

10  tion  Act,  corporate  «ntiti^s  established  by  sponsors  of  con- 

11  certed  education  ami  training  service  projects  earned  out 

12  jointly  by  the  Department  of  Agriculture,  the  De|>artment 

13  of  Health,  Education,  and  Welfare,  and  the  Department 
*  14   of  Labor,  councils  of  government  established  under  State 

15  law  if  rural  arteas  are  included  within  their  jurisdiction,  pri- 

16  vate  associations,  local  development  districts  organised  under 

17  f  the  Appalachian  I^evelopment  Act,  and  Economic  Develop- 

18  ment  Districts  organized  under  the  Economic  Development 

19  Act  of  1965,.  but  such  eligibility  shall  be  conditioned  upon — 

20  ( 1 )  review  of  the  loan  application  by  the  appro- 

21  priate  body  of  the  multijurisdictional  government  pfSfct- 

22  ning  and  development  district,  if  any,  established  by  the 
23"        legislature  or  Governor  of  the  State  concerned  and  a 

24  certification  by  such  body  that  the  proposed  faciUty,  ^ 

25  '      work  or  service  is  not  inconsistent  with  the  current 
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1  comprehensive- development  plan,  if  any,  for  the  multih 

2  jurisdictional  district; 

3  (2)  demonstration  by  the  applicant  that  the  facility^ 

4  work,  or  service  to  be  financed  from  the  loan  proceeds 

5  and  rural  capital  augmentation  and  rural  interest  supple- 

6  ment  payments  will  not  result  in  the  transfer  from 

7  another  location  or'  firm/T)f  employment  or  business 
8^  ?^  activity  now  provided  by  opjerations  of  the  apj^cant 
9  or  a  directly  competing  firm ; 

10^  .  (3)  demonstration  by  the  applicant  that  he^has. 

11     ,  been  unable  within  a  reasonable  time  to  obtain  needed 
financial  assistance  from  other  private  oj  public  soured 


12 

13        at  reasonable  rates  and  conditions ; 
1*         "     (4)  demonstration  by  the  applicant  that,  taking 

15  isxto  consideration  any  rural  capital  augmentation  or 

16  rural  interest  supplement  payments  for  which  he  is 
eligible^lmaer  provisions  of  subtitle  G,  or  other  grants 
in /aid,  otherwise  available,  the  applicant  can  meet  the 

i^e  repayment  and  interest  payments  specified 
20        in  thKftmortization  schedule  and  loan  agreement ; 

(5)  demonstration  by  the  applicant  that  the  facility, 

22  work,  or  service  provided  by  the  project  will  be  located 

23  in  and  operate  primarily  in  a  rural  area  to  increase 

24  the  employment  of  or  for  the  benefit  of  rural  residents 

25  and  that  the  proposed  project  promises  to  make  a  net 
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i)i  •    increase  in  the  number  of  jobs,  quality  of  life,  or  median 
^  2        family  income  in  the  rural  area  served ;  and 

2f  u  :  (6)  demonstration  and  certification  by  the  applicant 

4y  •  that  neither  the  facility,  work,  or  service,  nor  any  of 
6>!  r  fi  the»  personnel  thereof  as  employees  will  be  used  foy  the 
6v  \  purpose  of  engaging  in  religious  or  partisan  political 
^♦i  activities. 

Sv  :  8bo.  607.  Sboubity.— Loans  made,  participated  in, 
9  insured,  guaranteed,  discounted,  or  rediscounted  by,  or  obli- 
lOu  gations  purchased  by.  Regional  Banks  shall  be  secured  by 
la^  idtt  of  the  best  available  security  owned  or  to  be  purchased 

by  the  borrower  as  may  be  required  adequately  to  secure 
13   the  loan,  and  by  the  endorsement  o^  the  a|»pn>piiate  Dis- 

trict  Rural  Development  Credit  Agency  and  participating 
15>  institutions.  However,  credit  factors  other  than  the  ratio 
1€  between  the  amount  of  the  loan  and  thdfc'security  value  shall 
13^"  be  given  due  consideration. 

1%  Sec.  608.  Sbrvtoes  REiiATED  to  Bobrowees  Opbra- 
1^  TI0N8.— The  Reponal  Banks  may  provide  technical  assist- 
20  ance  to  District  Rural  Development  Credit  Agendes,  par- 
21;  fidpating  institutions,  applicants  for  loons,  and  •<k)  other  fi- 
3a  r  niriidal  institutions,  in  rural  areas  and  may  make  available 
r  to  them  such  financially  related  and  technical  services  appro- 
^4  ^liate  to  their  operations  as  are  determined  to  be  feasible. 
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1  under  regulations  of  the  Federal  Rural  Development  Credit 

2  Board. 

3  8eo.  609.  Loans  Thbough  Agencies,  and  PAJmci- 

4  FATING  and  CJoopbrating  INSTITUTIONS.— The  Regional 

5  Banks  shall  make  financial  assistance  available  to  qualified 

6  borrowers  through  District  Rural  Development  Credit  Agen- 

7  des  and  participating  and  cooperating  institutions  in  the 

8  area  served  by  such  bank.  If  no  existing  District  Rural  T>eh 
^  velopment  Credit  Agency  or  participating  or  oooperadng 

10  institution  is  available  to  handle  the  application,  or  if  no: 

11  mnltijurisdictional  planning  and  development  district  ii 

12  chartered  for  the  area  where  the  loan  proceeds  will  be  utilized, 

13  the  bank  may  make  the  loan  through  such  bank,  trust  com^  > 

14  pany,  savings,  or  other  financial  iiistitntiou  us  it  may  design 
16  nate  or  may  make  the  loan  directly  to  the  borrower.  Such 
16  applicant  shall  purcha.se  in  stock  of  the  Regional  Bank  an* 

•   17  amount  equal  to  not  less  than  $5  &nd  not  more  than  $10  for 

18  each  $100  of  the  loan  proceeds. 

19  Sec.  610.  Eligibility  of  District  Agencies  Axn* 

20  Participating  Institutions.— Tlie  eligibility  of  any  Dis- 

21  trict  Rural  Development  Credit  Agency  and  of  any  pai**- 

22  ticipating  or  cooperating  ruiancial  institution  to  receive  or 

23  handle  loans  from  Regional  Banks  and  to  serve  as  agent  for 

24  such  banks  must  be  determined  by  the  Regitmal  Bank  on  the 

25  basis  of  an  ni)pli(?n.tion  and  in  accwdanc^  with  criteria  estal>- 

Er|c      *  > 
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1  tlshed  by  the  Federal  Raral  Development  Credit  Agency 

2  under  rules  and  regulations  of  the  Federal  Rural  Develop- 

3  TOont  Credit  Board.  8ueh  agencies,  and  participating  and 

4  eoai>erating  instil  utions,  meeting  siich  criteria  sliall  be  eligible 
5-  to  borrow  from  Regional  Bank»  flnd  to  discount  or  redis- 

6  eount,  iuHure,  or  obtain  guaraiOee  on  such  eligible  obligational 

7  paper        or  to  the  hanks  and  8hall,  with  the  exeeptaon  of 

8  cooperking  institutions,  be  required  to  pnrc^e  bank  stocks 
-    9  cqnivnlent  to,  in  the  case  of  District  Rural  Development 

10  t  Oredk  AgenHfes,  5  to  10  per  centum,  and  in  the  case  of 

11  participating  institutions,  1  per  centfiHi7# the  amount  bor- 

12  rowed,  discounted^  or  sold.  Such  eligible  District  Rural 
1^  Development  Credit  Agencies  shall  be  authorized  to  require 
14   the  borrowers,  whose  p^per  they  discount,  insure,  or  handle 

13  for  the  bank,  to  purchase  stock  of  such  institutions  to  the 
16  extent  ttot  such  institutions  are  required  to  purchase  stocks 
1*^   of  a  Regional  Bank.  Only  those  financial  institaticMis  whose 

18  volume  of  loans  in  niral  ureas  is  more  than  one-half  of  the 

19  total  volume  of  all  its  loans  shall  be  eligible  to  purchase 

20  voting  stock  of  District  Rural  Development  Credit  Agencies 

21  or  of  Regional  Banks;  otherwise  the  required  capital  partici- 
2*^  pation  shall  be  acquired  in  the  form  of  nonvoting  stock. 

23  Rbc.  611.  Boards  OF  DiBFX^TOim.— (a)  Each  Regional 

24  Brtnk  shall  have  a  Board  of  Director  consisting  of  twelve 
23'  members  appointed  by  the  Federal  Rural  Development 

» 
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1  Credit  jBoord.  Not  more  than  seven  members  may  be  of  the 

2  same  political  party  and  all  inenibera  nhall  be  legal  reaideuts 

3  of  the  rural  areas  within  which  the  bank  is  authorized  to 

4  operate. 

5  (b)  During  the  period  in  which  the  Executive  Director 
^ .  holds  two-thirds  or  more  of  the  outstanding  capital  stock  of 

any  Regional  Bank — 

Hi 

*f  ^  (1)  nine  members  of  the  board  of  directors  of  such 

1^  bank  shall  be  appointed  by  the  Fedenil  Rural  Develoj^ 
ment  Credit  Board  from  a  panel  of  nominees  of  not  Im 
than  twenty  persons  named  by  the  Executive  Director 
from  among  eligible  legal  residents  of  the  rural  area 
served  by  the  bank  who  are  not  officers  or  employees 
of  the  United  States  or  of  any  State  government  or  of 

15 

any  institution  of  the  Rural  Development  Credit  S^tem 

16 

or  flie  Form  Credit  System;  and 

17 

(2)  three  members  shall  be  appointed  by  the  Fed- 

18 

eral  Rural  Develoj^ent  Credit  Board  from  a  panel  of 

19  •  • 

SIX  nommees  elected  by  the  holders  of  voting  stock  ih 

20 

such  bank,  subject  to  the  same  legal  residence  require- 

21 

ments  and  employment  restrictions  prescribed  in  para^ 

^        graph  (1). 
23 

(c)  During  any  period  in  which  the  Executive  Director 

^  holds  one-third  or  more  but  less  than  two-thirds  of  the  out- 
25 

standing  capital  stock  of  any  Regional  Bank— 
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1^*  '  (1)  six  members  of  the  board  of  director  of  such 

'25  bank  shall  be  appointed  by  the  Federal  Eural  Develop- 

,  meat  Credit  Board  from  a  panel  of\ot  less  than  fifteen 

4  nominees  named  by  the  ExecutivlIjDirector  from 

5  .  among  eligible  legal  residents  of  the  niral  area  served 
'6  '  by  the  bank  sabjeet  to  the  stane  legal  residence  rcquire- 

1  ments  and  employment  restrictions  prescribed  in  sab- 

«  '  ».  section  (b)  (1) ;  and 

<^.i .  (2)  six  members  shall  be  appointed  by  the  Federal 

10>f  Bural  Development  Oredrt  Board  from  a  panel  of  twelve 

U  , .  ■  nominees  elected  by  holders  of  voting  stock  in  such  bank, 

I2f;  subjeo^t^)  same  legal  residence  requirements  and  em- 

13  ployment  r^trictions  prescribed  in  subsection  (b)  (1). 

14  (d)  During  any  period  in  whidi  the  Executive  Direo- 
•;15.  tor  holds  less  than  one-third  of  the  outstanding  capital 

16  fi^tock  of  any  Regional  Bank— 

]|7  ( 1 )  nine  members  of  ilie  board  of  directors  of  such 

J8  bank  shall  be  appointed  by  the  Federal  Rural  D6vebp- 

X9  metft  Credit  Board  from  a  panel  of  twenty  nominees 

2P  elected  by  the  holders  of  voting  stock  in  such  bank,  sub- 

l?lf  -  ject  to  the  same  legal  residence  requirements  and  em- 

^  ployment  restrictions  prescribed  in  subsection  (b)  (1) ; 

^  And 

^  (2)  tiiree  members  shall  be  appointed  by  the  Fed- 

25  end  Rural  Development  CJredit  Board  from  a  panel  of 
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1  not^  le^  than  six  nominees  named  by  the  Executive 

2  Director  from  among  eligible  legal  residents  of  the 
8  rural  areas  served  by  such  bank,  subject  to  the  same 

4  legal  residence  requirements  and  emplo}rment  restrio 

5  tions  prescribed  in  subsection  (b)  (1). 

6  (e)  During  any  period  in  whidi  the  Executive  Director 

7  holds  no  capital  stock  in  any  Begional  Bank — 

8  (1)  eleven  members  of  the  board  of  direcj^rs  of 

9  such  hank  dmll  be  appointed  by  the  Federal  Buiml 

10  Deyelopment  Cre^t  Board  from  a  panel  of  not  lete 

11  than  twenty-five  nominees  elected  by  the  holders  of 

12  voting  etock  in  such  hank,  subject  to  tiie  same  legal  rest- 

13  dence  requirements  and  employment  restrictions  pre- 

14  scribed  m  subsection  (b)  (1)  ;  and 

(2)  one  member  shall  be  appointed  by  the  Federal 

16  Rural  Development  Credit  Board  from  a  panel  of  not 

17  less  than  five  nominees  named  by  the  Executive  Dired- 

i 

tor  from  among  eligible  legal  residents  of  the  rural  area 

19  served  by  the  bank.  / 

20  (f)  The  board  of  directors  of  each  Uegional  Bank  shall 

21  elect  one  of  its  own  members  to  serve. for  one  year  as  chair- 

22  man  of  the  board  and  shall  elect  a  President  of  such  bank. 

23  who  shall  be  an  ex  officio  member  of  the  Board. 

24  *  (g)  The  board  of  (fireetors  of  each  Regional  Bank  may 

25  app<Mnt  such  other  officials  and  employees  as  may  be  rer 
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1  •  quired  for  the  necessary  and  effective  operation  of  the  bank 

2  subject  to  regulation&~e^hlished  by  the  Federal  Rural  De- 
B  velopment  Credit  Board. 

4         (h)  Memhers  of  the  boards  of  directors, of  the  Regional 

6  Banks  may  receive  the  sum  of  $100  for  each  day  or  part 
& '  thereof  spent  in  the  performance  of  their  official  duties,  which 

7  comp^sation  -shall  not  be  paid  for  more  thm  seventy-five 
g  doys  or  parts  of  days  in  any  calendar  year  and  shall  not  be 
;9  paid  to  any  board  member  who  is  an  official  of  the  Govern- 
j(y  ;iueut  of  the  Unil^d  States  or  of  any  StaJte.  Such  members 
H  Axiill  be  reimbursed  for  necessary  travel,  subsistence,  and 
^2  other  expenses  incurred  in  disdiarge  of  their  official  duties 
23  without  regard  to  tlie  laws  with  respect  to  allowances  ,which 

14  may  be  made  on  account  of  travel  and  subsistence  expenses 

15  of  officers  and  employed  personnel  of  the  United  States. 

16  Sec.   612.   Capitalization  of  the  Regional^ 

17  Baxks. — Subject  to  the  provisions  of  fch^  title,  the  President 

18  of  each  Regional  Bank  is  authorized  to  issue  from  time  to 

19  time  and  to  have  outstanding  voting  and  nonvoting  ooipkal 
ao  stock  of  an  aggregate  par  value  of  not  to  exceed  100  per 
21  centum  of  its  pn)  rota  share  of  the  amount  of  outstanding 
23  capitol  stock  of  the  Rural  Development  Credit  System,  as 
23  determined  by  the  Federal  Rural  Development  Credit  Board, 
24.  taking  into  account  the  geographic  distribution  amtmg  &e 
25   regions  served  of  the  unmet  needs  for  credit  for  rural  pevital- 
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1  ization  and  the  imtiaticm  of  the  community  facUities  and  seirv-^ 

2  ices  and  public  works  and  industrial  (and  other  ecdnomic 

3  enterprises  required  to  expand  jobs,  expand  income,  add  im- 

4  prove  the  quality  of  life  in  the  areas  served  by  the  sev^ 

5  Regional  Banks.  The  Executive  Director  is  autiiorized  %  pur- 
^  chase  and  .accept  m>nvotiiig  stock  of  any  Rej^onaJ  Baiik  iiot 

7  to  exceed  that  bank's  pro  rota  share  as  determined  her^. 

8  Sec.  613.  Govebnance  op  Policies,  PBOOBAMia,  ^ 
^  Peooedubes  of  Regional  Banks.—  The  Fedend  Ruiul 

10  Developiiient  Credit  Board  shall  esteibhsh  and  prohAil(^ 

11  rules  and  repdations,  not  inconsistent  with  provision^  of  rtiis 

12  title,  to  govern  the  policies,  programs,  and  procedure  ot^a 

13  Regionri  Bank  during  Miy  period  in  which  the  Executive  i>i- 

14  rector  of  the  Federal  Rural  Development  Credit  Ageii^ 

15  hoids  capital  stock  in  such  bank.  Any  Regional  Batak,'  fts 
^6  board  of  dire<^T8,  and  its  President  sdiall  be  ooncltisiVely 
1'^  presumed  to  be  acting  tn  accordance  with  such  rules  and  regfc- 
1®  lations  in  all  &eir  actions  and  decisions.  '  "^'^ 

19  Sec.  614.  8ax)CK  Ptjbchased  by  ExEcuTrra/Dnffib- 

20  tor;  Retirement;  Franchise  Tax;  RB^'OLVINo  FtTNb!^ 

21  (a)  Any  Regional  Bank  may  issue  stock  which\irtiy^He 

22  purchased  by  the  Executive  Director  on  behalf  of  the't'nited 

23  States  as  an  initial  or  a  tempomry  investment  in  the  stbck 
2^  of  such  bank  to  help  such  bank  to  inaugurate  lending  ^>p^i^ir 

OR  . 

tions  or  to  meet  emergency  credit  needs  of  borrowers.  Dur- 
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X  mg  the  time  such  stock  is  outstanding,  the  pertinent  pro- 

2  visions  of  the  Government  Corporation  Control  Act  shall  be 

^  :  applicable  to  such  Begional  Bonk, 
f .  i,        (b)  The  Executive  Director  shall  require  the  retirement 

pi  of  any  stock  held  by  him  in  any  Eegional  Bank  at  such  time 
.      as  in  his  opinion  the  bank  has  resources  available  thenafor 

.  7 ,  and  the  need  for  such  investment  is  reduced  or  no  longer 
exists. 

S  '       (c)  For  any  year  or  part  thereof  in  \^ch  the  Execu- 
tive  Director  holds  any  stock  in  a  Regional  Bank,  such  bank, 
Ajl  after  oompljdng  with  section  603(e)  and  before  declaring 
^2  any  dividends  or  patronage  distribution,  shall  pay  to  the 
4?  ^  United  States  m  a  franchise  tax  a  sum  equal  to  the  lower 
'  \4t,  of  (1)  25  per  centum  of  its, net  earnings  for  the  year,  of 
.;^5    (2)  a  rate  of  return  on  such  investment  calculated  at  a  rate 
,16,  determined  by  the  Secretary  of  the  Treasury  equal  to  the 
3sT  average  annual  rate  of  interest  on  all  public  issues  of  debt 
18  obligations  of  tiie  United  States  issued  during  the  fiscal  year 
•19  ending  next  before  such  tax  is  due,  multiplied  by  the  per-r 
2Q.  centage  that^the  number  of  days  su(^  stock  is  outstanding 
..J^l  ..is  of  three  hundred  and  sixty-five  days.  Such  payments  shall 
,  2^  be  deposited  in  the  miscellaBeous  receipts  in  the  Treasury. 
•  23.       Sec.  615.  Subscription  by  the  United  States  op 
24  Initial  and  Additional  Capital.— (a)  The  EiSButive 
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1  Director  is  authorized  to  purchase  stock  of  any  Regional 

2  Bank  on  behalf  of  the  United  States. 

3  Sec.  616.  Powet  Tojp^w,  Issue  Notes,  Bonds, 

4  Debentubes,  and  Other  OBLiOATiONS.— Each  Regional 

5  Bank  subject  to  supervision  of  the  Federal  Rural  Develop- 

6  ment  Credit  Agency  shall  have  power  to — 

(1)  Borrow  from  or  loan  money  to  my  other  Regional 

8  Bank,  borrow  from  any  commercial  bank  or  other  lending 

^  institution,' issue  its  notes  or  other  evidence  of  debt  on  its  own 

10  individual  responsibility  i^pd  full  faith  and  credit,  and  invest 

11  its  excess  funds  in  siich  sums,  at  such  times,  and  on  such 

A 

12  terms  and  conditions  as  it  ixiay  deteimine. 

13  (2)  Issue  its  own  notes,  bonds,  debentures,  or  other  sim- 

14  ilar  obligations,  fully  collateralized  by  the  notes,  mortgages, 
1^  and  security  instruments  it  holds  in  the  performance  of  its 
16  functions  under  this  title  in  such  sums,  maturities,  rates  of 
l'^  interest,  and  temis  and  conditions  of  each  issue  as  it  may 

18  determine  with  approval  of  the  Executive  Director. 

19  (3)  Join  with  any  or  all  banks  organized  and  operating 

20  under  this  subtitle  in  borrowing  or  in  issuance  of  consolidated 

21  notes,  bonds,  debentures,  or  other  obligations  as  may  be 

22  agreed  with  ap{)roval  of  the  Executive  Director. 

23  (4)  Join  with  other  Regional  ^^anks  in  issuance  of 

24  notes,  bonds,  debentures,  other  obligations  in  the  man- 
^  ner,  form,  amounts,  and  on  such  terms  and  conditions  as 


ERIC  .  67 


^  61 

59 

1  my  be  agreed  upon  with  approval  of  the  Executive  Direc- 
2'  tar.  Any,  such'  issue  by  two  or  nior(^  Regional  Banks  and 

3  the  participation  by  each  such  bank  shall  not  exceed  the 

4  limits  to  which  each  such  bank  is  subject  in  the  issuance  of 

5  its  individual  or  consolidated  obligations.  Each  such  issue 

6  shall  be  subject  to  approval  of  the  Executive  Director, 

7  vSisc.  G17.  Aggkeoate  of  Obligatiun»;  Secukity.— 

8  (a)  ;No  issue  of  long-term  notes,  bonds,  debentures,  or  other 

9  obligations  by  one  or  more  Regional  Banks  shall  be  ap- 
1^  proved  in  an  amount  which,  when  add^d  to  the  amount 
1^  of  other  bonds,  debentures,  long-tenn  notes,  or  other  similaf 
12  obligations  issued  and  outstanding,  exceeds  twenty  times 
1^  the  capital  and  sui^lus  of  all  the  Regional  Banks  which  will 
1*  be  primarily  liable  on  the  proposed  issue,  or  such  lesser 
1^   amount  as  the  Federal  Rural  Development  Credit  Agency 

shall  establish  by  regulation. 
•^'^         (h)  Each  bank  shall  have  on  hand  at  the  time  of  is- 
suance of  any  long-tenn  notes,  bohds,  debentures,  or  other 
similar  obligations,  and  shall  at  all  times  thereafter  maintain, 
free  from  any  lien  or  other  pledge,  notes  and  other  obliga- 
tions  representing  loans  made  under  tlia  authority  of  this 
Act,  obligations  of  the  United  States  or  any  agency  thereof 
direct  or  fully  guaranteed,  other  readily  marketable  securities 
^   approved  by  Federal  RuraK  Development  Credit  Agency, 
^   or  cash,  in  an' aggregate  value  equal  to  the  total  amount  «f 
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1  'long-term  notes,  bonds,  debentures,  or  other  similar  obliga- 

2  tions  outstanding  for  -which  the  bank  is  primarily  liable. 

3  .  8^.  618.  Liability  of  Banks.— (a)  Each  Regio«al 
'  4  Bank  shall  be  fully  liable  on  notes,  bonds,  debenture^,  ^or 

5  other  obligations  issued  by  it  individually,  and  shall  ,j}e 
^  liable  for  the  interest  payments  on  long-term  notes,  J^^onds, 
debentures,  or  -  other  obligations  issued  by  other  R^opal 
®  Banks  operating  under  provisions  of  ti\}s  Jf^ct  Each  bauk 
^  shall  ai§o  be  primarily  liable  for  the  portion  of  any  issiue 
of  consolidated  obligations  made  on  its  behalf  and  shall  i  be 
jointly  and  severally  liable  for  the  payment  of  any  ad^i- 
^2  tii^nal  sums  when  called  upon  by  the  Federal  Rural  Devel- 
^3  opment  Credit  Agency  to  make  payments  of  interest  ctr 
principal  which  any  other  Be^onal  iBank  primarily  liab}e 

therefor  is  unable  to  make.  Such  caUs  shall  he  made  uppn 

ifi        •  •  *  ' 

Regional  Banks  operatii^  under  this  title  taking  into  ac- 

^'^  count  the  capital,  surplus,  bonds;  debentures,'  or  other  obli- 

^tions  which  each  may  have  outstanding  at  the  time,  pf 

such  assessment  .  , 

^         (b)  Each  Regional  Bank  participating  in  an  issue  shall 

21   by  appropriate  resolution  undertake  such  responsibility!  ^s 

provided  m  subsection  (a) ,  and  in  the  case  of  consolidated 

2^  obligations  shall  authorize  the  Executive  Director  to^jtecate 

^  long-term  notes,  bonds,  debentures,  or  other*  obligations;  on 

^   its  behalf.  When  a  consolidated  issue  is  approved,  the  notes, 
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bondS;  debentutes,  or  other  obligations^shall  be  executed  by 
2  the  Executive  Director  and  the  banks  shall  be  liable  thereon 
8  as  provided  herein. '  ^ 
'4  (c)  The^United  States  shall  not  be  liable  or  assume  any 
5  ^^Bability  directly  or  indirectly  thereon,  except  as  othei^e 
^  provided  in  this  Act,  ^  ^^"^^ 

';7  •  Sbo.  619.  Finance  Committee.— There  shall  be  es- 
>i  8  tftblished  a  finance  conMnittee  for  the  Regional  Banks  or- 
'  9  ganized  and  operated  under  thia  title  composed  of  the  presi- 
DO  dente  of  such  bank.  The  Committee  may  have  such  officers 
it  and  such  subcommittees  for  sudi  terms  and  such  representar 
12  tion  as  may  be  agreed  upon  by  the  membejns  of  the  conunitr- 
^13  tee.  When  appropriate  to"  the  performance  of  their  function, 

14  the  subcommittees,  or  representatives  thereof,  shall  constitute 

15  a  subcommittee  for  consideration  of  consolidated  issues  of 

16  ofligations.  Tho  finance'  committees  and  subcommittees 

17  thereof  shall,  subject  to  approval  of  (the  Executive  Director, 
•18  determine  the  amount,  maturitie^rf*  rotes  of  mterest,  and 

19  participation  by  the  several-  bankV  in  eaoh  issue  of  joint 
'  20  or  consolidated  obligations. 

21        Sec.  620.  Bonds  ^  Investments.— The  bonds  and 
^  22  ^  other  similar  obliffatxons  issued  un4er  the  authority  of  this 
>2a  title  shall  U  lawful  investments  for  all  fiduciary  and  tnist 
''24  funds  and  may  be  accepted  as  security  for  all  public 
deposits. 
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1  •      8eo.  621.  PuBOHAafi  and  Sale  by  Fbdebal  Rbseeve 

2  System.— Any  member  of  the  Federal  Reyerv-e  System 

3  may  buy  and  sell  bonds,  debentures,  or  other  similar  obligar 

4  tions  isHued  under  the  authority  of  thb  title,  and  aliy  Federal 

5  Reserve  bank  may  buy  and  sell  such  obligations  to  the^'same 

6  extent  and  subject  to  the  same  limitations  placed  upon  the 

7  purchase  and  sale  by  said  banks  of  State,  county,  district, 
^"S^^'anBTmunicipal  bonds  under  section  14(h)  of  the  Federal 

9  Reserve  Act  (12  U.S.C.  355). 

1<>  Sec.  622.  Purchase  and  Sale  of  Obligations.— 

11  Each  regional  bank  may  purchase  its  own  obligations  and 

12  the  obligations  of  other  Regional  Banks  and  may  provide 

1^  for  the  sale  of  obligations  issued  by  it,  or  issued  jointly  with 

1^  one  or  more  other  banks,  through  a  fiscal  agent  or  agents, 

1^  by  negotiation,  offer,  bid,  ov  syndicate'  sale,  and  to  deliver 

1^  such  obligations  by  book  entry,  wire  transfer,  or  such  other 
17 

means  as  mAy  be  appropriate.  The  sales  agency  of  the  Fann 
1^   Credit  System  shall  be  utilized  on  a  reiml)un<hl)le  basis  ))y 
the  Regional  Banks  for  the  purchase  and  sale  of  ol)ligation8. 

20 

Sec.  f)23.  Fiscal  A(ikncy.~A  fiscal  age«uy  shall  be 
established  by  the  RegionarBnnks  for  such  of  their  func- 

22 

tions  relating  to  tHe  issuance,  marketing,  ar)d  handling  of 

23       •       •  • 

their  obligations,  and  interbank  or  intersysteni  flow  of  funds 

24 

as  may  from  time  to  time  be  required. 

25  '  ^ 

Sec.  624.  Merger  of  Similar  BANKS.--Reffional " 
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1  Banks  organized  or  operating  under  this  title  may,  ^on 

2  approval  of  a  majority  of  their  stocl^lders  and  the  J^^pal 

3  Unral  Development  Credit  Agency,  merge  with  banks  in 

4  either  regions  opera^^ing  under  this  subtitle, 

5  Sec.  625.  Board  of  Dnthx  tors  h>u  Mkrged  Bank.— 

6  In  the  event  of  a  merger  of  two  or  more  banks  to  serve 
1   borrowers  in  more  than  one  rural  development  credit  region, 

8  a  new  board  of  directors  shall  be  created  for  the  resulting 

9  merged  hank.  The  board  thus  created  shall  be  composed  of 

10  directors  elected  by  the  boards  of  the  banks  being  merged. 

11  Notwithstanding  the  foregoing,  the  bylaws  of  the  merged 

12  haiik  may,  with  the  approval  of  the  Federal  Rural  Develop- 

13  nient  Credit  Agency  and  subject  to  rules  and  regulations 

14  estal)lished   by"  the  Federal  Rural  Development  Credit 

15  ,  Board,  provide  for  a  different  number  of  directors  selected  in 

16  a  different  manner.  The  board  so  constituted  shall  have  all 

17  the  i>owers,  functions,  and  duties  as  are  normally  exercised 

18  by  a  regional  bank  board  related  to  the  operations  and  poli- 

19  eios  of  tlie  banks  which  were  merged. 

20  sfx?.  626.  Dissolution;  Voluntary  LiQuroAxiON; 

21  insolvency;  Mkbqers;  Recexverships;  and  Conseb- 

22  vATORS. —  (a)  No  institution  of  the  System  shall  go  into 

23  voluntary  liquidation  without  the  consent  of  the  Federal 

24  Rural  Development  Credit  Agency  and  with  such  consent 
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1  may  liquidate  only  in  accordance  with  regulations  prescribed 

2  by  tlj^jl^edeml  Rural  Development  Credit  Board. 

3  (b)  Upon  default  o!  any  obligation  by  a  Rejponal  Bonk, 
^  such  bank  may  be  declared  insolvent  and  placed  in  the  han^d 

5  of  a  conservator  or  a  receiver  appointed  by  the  Executive 

6  Director  and  the  proceedings  thereon  shall  be  in  accord- 

7  once  with  regubtions  of  the  Federal  Ruml  Development 

8  Credit  Agency  regarding  such  insolvencies, 

9  .     Subtitle  F— Fbdebal  Ritral  Development 

Credit  Agency 

11  Sec.  701.  Fedebal  Rural  Devetx)pmbnt  Credit' 

12  Agency;  Executive  Director.— There  is  hereby  estab- 

13  lished  in  the  executive  branch  of  tte  Government  an  inde- 

14  pendent  agency  to  be  known  as  the  Federal  Rural  Develop- 

15  ment  Credit  Agency.  There  shall  be  at  the  head  ef  such 

16  agency  an  Executive  Director  who  shall  have  such  powers 

17  and  duties  as  may  be  prescribed  by  the  Federal  Rural  De- 

18  velopment  Credit  Board.  The  Agency  shall  be  responsible 

19  for  carrying  out  the  programs  prodded  for  in  this  title. 

20  Sec.  702.  Appointment  of  Executive  Directob; 

21  Salary  and  Expense  Allowance.— (a)  The  Execu- 

22  tive  Director  shall  be  appointed  by  and  serve  at  the  pleasure 
2^  of  Federal  Rural  Development  Credit  Board,  except  that 

24  during  any  period  that  the  Executive  Director  holds  any 

25  stock  in  any  Regional  Bank,  his  appointment  shall  be  sub- 

26  ject  to  appruval  of  the  President  of  the  United  States; 
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1  and  the  Executive  Dimlor  shall,  during  any  such  period, 

2  serve  at  the  pleasure  of  the  President. 

3  (b)  The  compensation  of  the  Executive  Director  shall 
^  be  at  the  rate  prescribed  for  positions  in  level  IV  of  the 
5  Executive  Pay  Schedule  provided  for  under  subchapter  li 
8    of  chapter  53  of  title  5,  United  States  Code.  The  Federal 

7  Rural  Development  Credit  Board  shall  fix  the  allowance  for 

8  his  necessary  travel  and  subsistence  expenses  or  per  diem 

9  in  lieu  thereof.  \ 

10  Src.  703.  CoMPLfAN(^R  With  Board  Ordehs— The 

11  Executive  Director  shall  be  responsible,  subject  to  the  super- 

12  vision  and  control  of  the  Federal  Rural  Development  Credit 
VS,  .Bia^ard,  for  carrying  out  the  fimctions  of  the  Agency  and  the 

14  policies  of  such  Board.  He  shall  carry  out  all  orders  and  direc- 

15  tives  received  by  him  from  the  Federal  Rural  Development 
1(>  Credit  Board.  AH  acts  of  the  Executive  Director  shall  be 
17  conclusively  presumcnl  to  be  in  compliance  with  the  orders 
^3   mid  directives  of  such  Board. 

19  Skc.  704.  KiTRAL  Devrlopment  Credit  Organiza- 
^0  TION. — The  Executive  Director  is  authorized,  in  carrying  out 
21  the  powers  and  duties  now  or  hereafter  vested  in  him  by  this 
2*4   title  and  Acts  supplementary  thereto,  to  establish  and  to  fix 

the  powers  and  duties  of  such  divisions  and  instrumentalities 
*^^ns  he  may  deem  necessary  to  insure  the  proper  and  efficient 

administration  of  the  fnnctiims  of  the  Federal  Rural  Develop- 
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1  ment  Credit  A^enoy.  The  Executive  l)ire('t(>r  shall  have 

2  attfehority  to  appoint  and  employ  such  [)em)nael  as  nmy  be 

3  necessary  to  carry  out  the  functions  of  the^A^ency,  including 

4  the  appointment  with  the  approval  of  the  Federal  Rural  De- 

5  velopment  Credit  Board  of  a  Deputy  Director  of  the  Agency 

6  who  ^hall  receive  compensation  at  the  rate  prescrihed  for 

7  positions  level  V  M  the  Executive  I?ay  Schedules  prx)vided  for 

8  under  subchapter  II  of  chapter  53  of  title  5,  United  Stat^ 

9  Code.  The  powers  of  the  Executive  Director  may  be  exerci.se^l 
10  by  him  thrdugh  such  officers  and  employees  ofjhe  Rural  De- 
ll velopment  Credit  Agency  as  he  may  designate:  The  Execu- 

12  tive  Director  shall  provide  on  a  reimbursable  basis  (uch  ad- 

13  mini^ative  management  services  other  than  public  informa- 

14  tion,  for  the  Board  and  the  Rural  Development^  In  vestment 

15  Equalization  Administration  as  shall  be  mu^ally  agreed 

16  upon. 

17  Se<\   705.  SKA!..— The  Federal   Rural  Development 

18  Credit  Agency  shall  have  a  seal,  as  adopted  by  the  Executive 

19  Director,  which  seal  shall  be  judicially  noted. 

20  Se(\  706.  Admin iSTKATiox  Expexsk«.— The  Fed- 

21  eral  Rural  Development  Oedit  Agency  may,  within  the 

22  limits  of  funds ^-^lilable  therefor,  nwike  ncxH^^iry  expendi- 

23  tures  for  personnel  services  and  rent  at  t\w  seat  of  Govern- 

24  ment  and  elsewhere;  contract  stenographic  reporting  scit- 
ices:  purchase  and- exchange  law  books,  books  of  reference, 
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1  periodicals,  iiewsjmpers,  expenses  of  ottemlance  at  ineetings 

2  and  conferenccij ;  purchase,  operation,  and  inaintenonoe  fxl 

3  the  seat  of  (jk>vernm€nt  and  ebewhere  of  inotor-propelled 

4  imfisenger-ciirryln^  vehk*!^  and  other  vehicles;  printing  and 

5  binding;  and  for  such  other  facilities  and  services,  mcluding 

6  temporary  employment  by  contract  or  otherwise,  as  it  may 

7  from  time  to  tim^  find  necessary  for  the  proper  adininistra- 

8  tion  of  this  Act, 

9  Sbo.  707.  All(K^ation  of  Expenses  fob  AdminiSt 

10  TBATIVR  SiCBVICKH  BY  TUE  FEDERAL  RUKAL  DkvELOP- 

11  MENT  CrKDIT   A(iKN(T;  DISPOSITION  OF  MONEY.—  (a) 

12  The  Federal  Kiinil  Development  ('redit  Agency  shall  prior 

13  to  the  first  day  of  each  fiscal  ye^r  esstimate  the  cost  of  admin- 

14  ifstrative  expense<i  for  the  ennuing  fiscal  year  in  administering 

15  this  title,  including  official  functions,  and  shall  apportion  the 

16  amount  so  determined  among  the  institutions  of  the  System 

17  on  such  equitable  basis  as  such  Agency  shall  determine, 

18  and  shall  assess  against  and  collect  in  a'dvance  the  amount  so 

19  apportioned  from  the  institutions  among  which  the  appor- 

20  tionment  is  made. 

21  (b)  The  amounts  collected  pursuant  to  subsection  (a) 

22  of  this  section  shall  be  covered  into  the  Treasury,  and  cred- 

23  ited  to  a  special  fund,  which  fund,  augmented  by  such 

24  additional  funds  as  may  be  required  during  first  five  fiscal 

25  years  of  operation  is  authorized  to  be  appropriated  to  said 
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1  Agency  for  expenditure  during  each  fiscal  year  for  salaries 

2  and  expenses  of  said  Agency  as  set  forth  in  appropriation 

3  Acts.  As  soon  as  practicable  after  the  end  of  each  fiscal 

4  year,  the  Agency  shall  determine,  on  a  fair  and  reasQnabiJe 

5  basis,  the  vmi  of  operation  of  the  Federal  Rural  Devdop- 

6  mcnt  Credit  Agency  during  such  fiscal  year  and  the  p^rtipn 

7  of  such  cost  whicli  fairly  and  equitably  should  be  allocated 

8  to  each  Regional  Bank  and  to  each  of  the  other  institutions 

9  of  the  Rural  Development  System  as  their  respective  shades 

10  of  the  cost  during  such  fiscal  year.  If  the  amount  so  allocate^ 

11  is  greater  than  the  amount  collected  from  any  Regional 

12  Bank  or  other  institution  of  the  Rural  Development  System, 

13  the  difference  shall  be  collected  from  such  bank  or  other 

14  institutiori,  and,  if  less,,  shall  be  refunded  from  the  special 
^5  fund  to  the  bank  or  other  institution  entitled  thereto  or 
"K)  credited  in  the  special  fund  to  such  bank  or  other  institution 
n  for  use  for  the  same  purposes  in  future  fiscal  years. 

18  SEi\  708.  Enumekatei)  Powkrs.— The  Federal  Rural 

19  Development  Credit  Agency  shall  have  the  following  powers, 

20  functions,  and  responsibilities  in  connection  with  the  institth 

21  tions  of  the  Rural  Development  Credit  System  and  the  ad- 

22  ministration  of  this  Act: 

23  (1)  Modify  the  boundaries  of  the  territory  of  the  Re- 

24  gional  Banks,  with  due  regard  for  the  rural  development 

25  investment  and  credit  needs  of  the  country,  as  approved  by 
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1  the  Fedeml  Rural  Developinont  Credit  Board  and  the  Tresi- 

2  dent  of  the  fiiited  8tiite3. 

8  (2)  Issue,  amend,  and  modify  Federal  charters  of  in- 
•^^^  Stitutions  of  the  System  and  approve  changes  in  names  of 

S  banks  operating  under  this  Act;  approve  the  merger  of 
"6  Regional  Banks  when  agreed  to  by  the  boards  of  the  banks 
'  7  involved  and  by  a  majority  of  the  voting  stockholders  of 
'  'S  each  of  the  banks  concerned. 

^  (3)  Make  annual  reports  to  the  Congress  on  the  con- 
W  dition  of  the  Rural  Development  Credit  System  and  its  in- 
•11   stitutions  and,  from  time  to  time,  make  recommendations  for 

12  such  legislative  changes  as  it  deems  necessary  to  improve 

13  the  operation  of  such  System. 

14  (4)  Coordinate  the  activities  of  the  banks  in  making 

15  studies  of  lending  standards,  the  need  for  better  geographic 
1^  distribution  of  population  and  economic  opportunity,  ap- 
17  praisal  and  credit  standards,  and  credit  requirements  of 
1^  rural  industrial  and  commercial  enterprise;  approve  national 
•1^  and  rc^rional  stnifidards,  procedures,  and  appraisal  forms;  pre- 
20  scribe  price  and  cost  levels  to  be  used  in  such  standards, 
^1  appraisals,  and  lending;  supplement  the  work  of  the  Regional 
22  Bnnks  under  the  ff>rej;oing  where  necessary  to  accomplish 
2^  the  purposes  of  this  title.  \ 
24         (5)  Prescribe  loan  security  requirements  and  the  types. 
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1  classes,  or  number  of  loans  which  may  be  made  only  with 

2  prior  approvul. 

3  (6)  Conduct  loan  and  collateral  security  review. 

4  (7)  Approve  the  issuance  of  obligations  of  the  institu- 

5  tiom  of  the  Rural  Development  Credit  System  'and  execute 

6  on  behalf  of  the  Regional  Banks  consolidated  obligations 
for  the  purpose  of  providing  financial  assistance  for  the 

8  authorized  operations  of  the  institutions  of  the  System,  and 

9  prescribe  collateral  therefor. 

10  (8)  Approve  interest  rates  paid  by  institutions  of  the 

11  System  on  their  bonds,  debentures,  and  similar  obligations, 

12  the  terms  and  conditions  thereof,  and  interosi  or  other  charges 

13  made  by  sueh  ihstitutiQns  to  borrowers. 

1^  (9)  Make  investni<Mit«  in  st^x-k  of  ttie  institutions  of  the 

15  Svstf-m  nnxl  require  the  retirement  of  su(rh  sto<'k  and  converti- 
1^    ble  debenturas. 

(10)  Regulate  the  borrowing,  rejmyineiil.  and  transfer 
1®   of*funds  and  equities  between  institutions  of  the  Kunil  De- 
1^   velopinent  Credit  System.  / 
^  (11)  Coordinate  and  assist  in  providing  services  nec- 

21  essary  for  the  convenient,  efficient,  and  efTe<'tive  nianage- 

22  nient  of  the  institutions  of  the  Rural  Development  Credit 
2^  Sj^tem. 

(12)  T^ndertake  research  into  the  rural  development  and 
credit  needs  of  the  rural  areas  of  the  Nation  and  ways  and 
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1  means  of  meeting;  such  needs  and  of  funding  the  operations  of 

2  the  Rural  Development  Credit  System  in  relation  to  ehanginjr 

3  demographic  and  ec^onomic  ccmditions. 

4*         ( Prepare  and  dii^seminate  information  to  the  general 

5  public  on  use,  organization,  and  functions  of  the  System  and 

6  to  investors  on  merits  of  its  securities. 

7  (14)^::JJjMiuire  surety  bonds  or  other  provision  for  pro- 
H  tection  of  the  assets  of  the  in^jtitutions  of  the  Rural  Devdop- 
9   ment  Credit  System  af^ainst  losses  occasioned  by  employees. 

10  (15)  Prescribe  rules  and  regulations  necessary  or  ap- 

11  pn)priate  for  carryinjr  out  the  provisions  of  this  Act. 

12  (16)  Exercise  such  incidental  powers  as  may  be  nec- 

13  essary  or  appropriate  to  fulfill  i^s  duties  and  carry  out  the 

14  purposes  of  this  Adt  ^ 

15  Sk(\  709.  Spe(^ial  Powers.— (a)  Subject  to  the  pro- 
Ifi    visions  of  this  title,  the  Rural  Development  (Vedit  Agency 

17  is  authorized — 

18  (1)    U>  nmke  c^mmitiiients,  directly  or  through 

19  Regional  Ranks,  District  Rural  Development  Credit 

20  Ageiicies,  or  participating  and  <'ooperating  institutions 

21  to  purchase,  and  make  commitments  to  pun^hase,  serv- 

22  '  ice,  and  sell,  on  terms  and  conditions  determined  b^  the 

23  Agency,  any  obligation  (or  participation  therein)  of  a 

24  State  or  local  government  issued  wholly  or  partly  to 
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finance  any  niral  development  purpose  "project,  faoility[ 

2  or  service  of  any  kind  in  any  rural  area ; 

3  (2)  to  makfe  or  giiarnntee,  directly  or  through  Re- 
gional Banks,  District  Rural  Development  Credit  Ageni 
cifls,  9r  participating  instituti(ms,  h)an.s  to  States  or  local- 
general  governments  to  finance  any  rural  dovoloj)nieut' 
purpose  project,  facility,  or  sei-vice  of  any  kind  in  fliiv 

^  rural  arcii  (including  loans  to  nonprofit  or  quasi-^veni' 
^         mental  organizations  and  entities  to  finance  the  con^ 
struction  of  housing,  medical  facilities,  induatdal  imrks^ 
^1         buildings  for  industrial  and  business  use,  and  other  fa-j ' 

12  cilities,  other  than  electric  or  telephone  utilities  whiclr 

13  are  supported  by  Federal  or  State  programs,  that' 
1^         are  determined  by  the  Federal  Kural  Developmenfc^ 
15         Credit  Agency  to  have  the  attributes  of  public  facilities)  ;  ^ 
1^  and 

(3)  to  make,  directly  or  through  Regional  Banks, 
IS         District  Kural  Deveropment  Credit  Agencies,  or  par-  * 

19  ticipating  and  cooperative  institutions,  loans  for  the 

20  purpose  of  facilitating  economic,  physical,  and  social 
_?1         development  in  niral  areas.  ^ 

22  (I))  The  Federal  Rural  J)evelopment  Credit  Agency"^ 

23  shall  develop  criteria  to  assure  that  projects  assisted  by  it 

24  nre  not  inconsistent  with  the  comprehensive  planning,  if 

25  any,  for  the  development  of  the  multijurisdictional  districts 
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l/  Or  other  arcng  in  which  8U(5h  projects  niv  proposed  to  l)0 

2  located,  and  to  assure  that  such  projects  will  not  be  dis- 

3  ruptive  of  Fedenjl  proj^rains  which  authorize  assistance  for 

4  ilxii  development  of  lik(i.  or  siniihir  ])r()jects'  in  the  snnie 

5  njral  area,  ^ 

6  .        ((j)  A  loan  made,  discounted,  rcdiscounted,  guanuiteed, 

7  or  participated  in  under  this  section  may  not  exceed  the 

8  total  capital  cost  of  the  project  to  be  financed. 

9  ,(d)  All  oblijcations  purchased  and  loans  made  pursuant 

10  {0  this  section  shall  hear  interest  at  a  rate  determined  by  the 

11  Federal  Knral  Development  Credit  Agency. 

1^  (e)  In  any  cas6  in  which  the  Federal  Rural  Develop- 

13  ment  Credit  Agency  undertakes  to  provide  assistance  to  a 
1^  State  or  local  govennnent  under  subsection  (a)  for  the 
15  constniction  of  a  project  f(n-  which  any  other  department  or 
agency  of  the  Federal  ((ovemment  (under  another  law  of 
n    the  United  States)  will  also  provide  funds— 

18  (1)  the  assistance  provided  by  the  Hural  Develop- 

19  nient  Oedit^Aj^eney  under  snbscction  (a)  may  be  in' the 

20  fnll  amount  needed  by  the  State  or  local  ^rovennneut  to 

21  finance  such  projbct  (inchiding  the  apiount  of  the  funds 

22  which  wilLbe  provided  by  such  department  or  ajSfcTJcy) , 

23  but  the  funds  to  be  provided  by  such  department  or 
24i  agency  with  respect  to  such  project  shall  become  payable 
25  -        (notwithstanding  any  contrary  provision  in  the  law 
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1  under  whicli  thoy  Jire  i)ayal)l<^)  to  the  Kural  I)evelop- 

2  -rnent  Credit  AKericy  in  lieu  ofljeing'paid  directly  to  suoh 

3  government,  and 

4  .  (-)  thv  Fedenil  Rural  Development  Credit  Agency 
may  accepj,  in  return  fA)  an  obligation  or  obligations 
of  such  State  or  local  goveninient  covering  jonly  the 

.   7         difference  between  such  full  amount  and  the  amount  of  '  ■ 

*  ■  I. 

5  the  funds  which  are  payable  with  respect  to  such  project  , 
^         by  such  departnwnt  or  agency,  plus  (B)  a  commitment 

10  from  such' department  or  agency  to  pay  the  funds  which 

11  are  to  be  provided^by  it  anil  are  payable  to  the  Agency^^ 
1^'  as  described  in  paragraph  (1),  in  order  to  insure  that 
13  such  State  or 'lo(uil  government  will  not  have  to  include 
H  ^vith^n  its  ^debt  limit  fcliat  portion  of  the  indebtedness 
I'J  incnrrcd  for  the  financmg  <)f,Kucli  ct)nstniction  which  is 
1^)  -  attributable  to  funds  provided  by  such  department  or 
17  agency.  \ 

1^       '  (f)  The  Federal  Rural  Development  Credit .  Agency 

is  authorized  to  enter  into  multilateral  contracts  and  other  ^ 
-0  tigreemepts  in  order  to  assist  and  encourage  fuhher  coopera- 
21^  tion  amon^  States  or  among,  locd  governments  which  have 
•^^   conrmion  or  related  governmental  problems, 
^'^  (g)  Except  as  otherwise  specifically  provided  in  this 

24   title,  the  Fedefal  Rural  DevelopiB^t  Credit  Agency  may 
ImposgUUUafiiJjjvpos^  fees>for  its  services  with 
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1  the  objective  that  all  costs  and  expenses  of  its  operations 

2  should  be  within  its  income  der\ved  from  such  operations. 

3  (h)  No  loans,  guarantees,  or  other  assistance  shall  be 

4  extended  to  assist  in  relocating  any  business  entity  from  one 

5  area  to  another,  except  that  such  limitation  shall  not  be 

6  construed  to  prohibit  assistance  for  the  Expansion  of  an 

7  existing  business  entity  through  tha  establishment  of  a  new 

8  branch,  affiliate,-  of  subsidiary  of  suon  entity  if  the  Execu- 

9  tive  Director  finds  that  the  establishment  of  such  branch, 
'10   affiliate,  or  subsidiary  will  not  ^-esult  in  an  mcrease  m  unr 

11  employment  of,  the"  area  of  oripnal  location  or  in  any 

12  other  area  where  such  entity  conducts  business  operations, 

13  unless  the  Executive  Director  has  reason  to  believe  that 

14  such  brai^ch,  affiliate,  or  subsidiary  is  being  established  with 

15  the  intention  of  closing  dow^i  the  operations  of  the  existing 

16  business  entity  in  the  area  of  its  original  loci^tion  or  in  any 
l'^   other  area  where  it  conducts  such  operations. 

18  Sec.  710.  Technical  AssTSTANCE.—The  Federal 

19  Rural  Development  Credit  Agency  shall  liave,  in  addition 

20  to  a  staff  adequately  equipped  in  the  field  M)f  development 

21  banking,  personnel  qualified  to  ^rive  advice  in  the  foliouiiif^ 

22  fields  %jid  in  any  other  field  appropriately  related  to  the. 

23  Agency's  activities)  : 

24  (1)  the  Fedeml  Government,  pjirticuinrly  it^  or- 
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giinizatioii  and  operation  relating  to  State  and  local 
.governments ; 

(2)  the  operation  and  administration  of  all  Tederal 
grant-in-aid  ])rogranis; 

\  (3)  the  administration,  development,  and  opera- 
tion of  community  facilitiea;  and 

(4)  technical  data  and  requirements  fin  fields  ap- 
propriately related  to  the  Agency's  actiyuies,  including 
the  following:  -  ^ 

(A)  roads,  hospitals, -schools,  hM  airports; 

(B)  urban  mass  transit  systems  and  bridges; 

(C)  housing,  municiptil  buildings,  open  spaces, 
and  parks; 

(D)  courthouses;  ^  V 

(E)  water  and  sc\va<re  facilities  and  air  |iollu- 
tion  controls; 

t 

(F)  industrial  and  commercial  development; 

(G)  rurar  manpower  development  and  train- 

(H)  fishing  and  fisheries; 

•  (I)  forest  production,  marketing,  and  process- 
ing; 

(J)  minerals  and,  mining;  gi^ 
(K)  tourism  and  outdo6r  recreation; 


IBS. 


79 


77 

!  (L)  water,  and  water  distribution,  and  solid 

2  waste  disposal; 

(M)  multiple  purpose  water  development; 
#  (N)  comprehensive  area  planning; 

5  (0)  conmumity  and  neighborhood  centers;  and" 

()  (P)  cooperative  and  other  non-profit  nnd  self- 

7  help  forms  of  private  enterprise  orgnnization. 

8  -t       (b)  The  Agency  shnll  j?ive  or  provide  for  giving  any 


9  necessary  technical  assistance  under  this  section  to  appli- 

10  cants  for  assistance  under  this  title.  No  fees  for  prehminary 

11  advice  shall  be  chnrj^ed,  except  that  after  an  application  has 
1^  been  accepted  for  processing,  the  Agency  may  charge  rea- 
l«i  sonable  fees  for  continued  assistance  imder^this  subsection. 

14  (c)  The  Agency  is  also  authorized  to  engage  in  research 

15  and  information  gathering,  and  to  undertake  programs  to 
lij  facilitate  the  ex(:hange  of  advanced  concepts  and  tech- 
17  niqucs  relating  to  municipal  growth  and  development  among 
13  State  a)id  locid  governments.  ^ 

19  Skc.  711.  Delkoation  Of  Duties  and  Powers  to 

20  INSTITUTION^  OF  TTIE  Systt<}M.— The  Federal  Rural  De- 

21  velopment  Credit  Agency  is  authorized  and  directied,  by 
22-  order,  rule,  or  regulation,  to  delegate  to  any  Regional  Bank 
23^  or  any  District  Rural  Development  Credit  Agency  such  of 
24  the  duties,  powers,  and  authority  of  the.Federal  Rural  De- 

« 
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1  velopnient  Credit  Agency  with  respeet  to  such  Regional 
-    Bank  or  District  l{iirnl  Development  Credit  Ageiuiy  or  the 

r 

.officers  and  employees  thereof,  m  the  region  wherein  such 
Regionnl  Bank  or  District  Knral^evelopment  Credit  Agency 
'      is  located,  as  may  he  determined  to  be  in  the  interest  of  effec- 
*>   tive  adniinistratioTK  Ary^  Regional  Bank  or  District  Rural 
Development  Credir  Agency  to  which  any  such  duties, 
^    powers,  or  authority  may  be  delegated, tor  any  institution  of 
^    the  Rural  Development  Oedit  System  to  which  any  duty, 
power,  or  authority  may  be  redelegated,  is  authorized  and 
11   empowered  to  accept,  perform,  and  exercise  such  duties, 
^  I-    powers,  »md  authority  as  may  be  so  -delegated  to  it,  and 
1^   may  rcdelegate  such  pdwers,  in  accordance  with  wiles  and 
1^    regulations  of  the  Federal  Rural  Development  Credit  Board,  ^ 
1'-^    to  participating  institutions,  whose  major  business  is  con- 

ducted  in  rural  areas. 
1'.  SkO.  712.  AOKKEMBNTS  FOB  SlIAKINO  LoSSES.— The 

1^  Feljeral  Rural  Development  Credit  Agency  may  enter  into 
^■^  agreements  with  Regir)nal  Banks  for  sharing  the  gains^  and 
-^^^  losses  on  loans  or  securities  held  therefor  or  acquired  in  the. 
^1  liquidation  thereof,  and  Regional  Banks  are  authorized  to 
^'-^   enter  into  any  such  agreements. 

'•^  "  Se(\  713.  FiKST  LiKN— The  Federal  Rural  Develop- 
'^'^  ment  Credit  Agency,  any  regional  bank,  any  District  Rural 
25-  Development  Cfedit  x\gency,  or  any  particijwiting  iiistitu- 
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1  i\m  shull  Imvo  a  tir^t  lieu. on  the  stock  it  issues,  cxcopi  .ni 

2  J^nch  stock  hfld  by  llio  Executive  Director,  for  tlii*  payiuciit 

3  of  any  liability  of  the  stockholder  to  any  such  bank,  au- 

4  tlioritv,  or  participant  or  to.  any  two  or  all  of  them. 

5  StTHTrTLK  G— KkDEKAL  KlM?AL  DKVELOPMrXT  IWIST- 
6'  MKNT  EQT^AI  IJ'jATION  i\^l)MINLSTl?ATI()N 

7  8e<\  801.  Findings  and  P()LI(7. — ('onfrresH  finds  ihnl 

8  it  if;  (^Horitial  U)  the  welfare,  orderly  ^owth,  hi^hor  quality 

9  of  life  rttid  domestic  tranquillity  in  urban  as  well  a*?  rural 

10  areas  to  bring  about  a  better  Imlanoed*  goo^mphic  distribn- 

11  tion  (rf  improved  community  facilities,  ser\'iees,  and  public 

12  works  as  well  as  a  better  balanced  geographic  distribution 

13  of  investments  for  future  eoon<>mi<?  jrrowth,  and,  tbit,  be- 

14  cause  of^  the  unique  disadvantages  of  and  higlier  c</Sts  of 

15  acquiring  raw  materials  and  delivering  finished  products 

16  to  the  ultimate  consumer,  more  tlm.n  iiiuproved  axt^^  U> 

17  national  credit  markets  will  1k^  rcquirexl  to  bring  about  a 

18  more  desirabh*  gmgraiphic  Ivolance  of  lujtioual  growth.  To 

19  provide  the  needed  incentive  for  rural  conununity  develop 

20  ment,  in  addition  to  the  Eural  Develo^nent  Oedit  Svst<ni, 

21  it  is  the  {wlicy  of  Congress  t^>  inaugurate  and  (virry  out  a 
program  of  rural  equalization  inrHcntive  payments  in  lieu 

23  of  the  establishment  of  a  special  niral  tax  exemption  or  arti- 

24  ficially  low  interest  rates,  which  might  be  disruptive  of 
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1  ntttional  finnnoinl  markets  and  orderly  ndministrati(^i>^  of 

2  Federal  tax  programs.  V  /  - 

3  Six;.  802.  Invi«:8TMKNt  in  Rubal  I)evklopment.-k 

4  The  Federal  Rural  Development  Credit  Board  shall  qau8e 

5  to  he  e??ta])lisli(Hl  and  stafT(Kl,  under  its  direction  and-Hlipcf- 

6  vision,  a  Federal  Ruml  Developjuent  I n vestment 'Eqi,iftliza^ 
'7  tion  Administration  independent  of  the  Fedoi-nl  Rural  D^vet- 
8  opment  Credit  A^^ency  and  the  Rej^ional  Banks  to  (Xkrty,  ottt 
^  pm^rams  of  interest  supplements  and  capital  augme^ialioft 

y>aynients  as  authorized  in  this  su])title.  .)   .  ? 

^1  Skc.  80l  Administrator.— (a)  There  shall  be  thd 

^2  head  of  the  Rural  Development  Investment  Equalizati<tr^ 

^3  Administration  an  Administrator  who  shall  6e  appoiufcf^  \ty 

14  and  serve  at  the  pleasure  of  the  Federal  Rural  DevcloptneatJ 

15  Credit  Board  subject  to  the  approval  of  the  President  of  thfe 

16  United  States  and  shall  serve  at  tJie  pleasure  of  the  President.' 

17  (b)  The  compensation  of  the  Administrator  shall  be  at 
IS  the  rate  prescribed  for  positions  in  level  IV  of  the  Executivci 

19  Pay  ftehedulp  provided  for  under  subchapter  II  of  chapten 

20  53  of  title  5,  United  States  Code.  The  Federal  Rural  Devd** 

21  opment- Credit  Board  shall  fix  the  allowance  for  his  neees- 

22  sary  travel  and  subsistence  e'xpenses  or  pep  diem  in  Hen 

23  thereof. 

24  Sec.  804.  Rural  Devi1lopmi3Nt  Interest  Su^pple^, 

25  MENTS;  Eligibiuty  and  Amount.— (a)   Any  private 
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1  or  public  borrower  of  any  institution  of  the  Rural  Devel- 

2  opment  Credit  System  who  is  using  the  prucepds  ^fnhe  loan 

3  for  a  rural  dovolopmeat  project,  and  who  cannot  pay,  from 
4j  project  earnings,  in  any  fiscal  year  the  full  amount  of  the 
S  iltnntial  interest  (in  his  hm  shall  be  eligible  to  receive,  at  the 
ft  end  of  such  fiscal  year  an  interest  supplement  equivalent  to 
T  the  amount  by  which  the  interest  due  exceeds  the  greater 
^  of  ( 1 )  the  amount  which  the  borrower  can  pay  from  project 
8  earnings  for  such  year  on  the  enterprise  undertaken  with 

10  the  loan  proceeds,  or  (2)  on  interest  payment  calculated  at 

11  m  interest  rate  of  1  per  centum  per  annum.  o 

12  (b)  To  establi^  his  eligibility  for  an  interest  supple- 
Id  ment,  m  applicant  shall  be  required  to  prove  conclusively 

15  '  (1)  the  enterprise,  oomraunity  farility,  service,  or 

16  public  work  with  respect  to  which  the  interest  supple- 
It  ment  is  to  be  pwd  provides  a  specific  addition  to  the  pre- 
IS'  exkting  volume  of^  capitt^  investment  and  job  oppor- 
1®  tunities  in  the  Mation  and  in  the  rural^  area  where  such 

20  enterprise,  community  facility,  service,  or  public  work 

21  is  located  and  is  not  a  replacement  or  substitution  for 

22  investment  and  job  opportunities  elsewhere  previously 
21^  provided  by  the  appliomt  or  by  a  direct  Qompetitor; 

24  (2)  the  enterprise,  community  facility,  service,  or 
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1  public  work  will  make  a  substantial  and  definite  con- 

2  tribution,  by  enhancement  of  the  quality  of  life  or  in- 

3  creased  income  md  employment  in  the^  rural  area  where 

4  located,  to  the  ^tainment  of  the  goals  of  a  rational  policy 

5  of  balanced  national  growth,  and  of  the  purposes  and 

6  '      policies  of  this  title  and  of  this  subtitle; 

*  (3)  the  enterprise  is  operated  according  to  prin- 

8  ciples  of  prudent  and  efficient  management,  and  in  ac- 

9  cordance  with  soand  ac<^eptable  accounting  principles, 

10  will  sustain  a  net  lo^  rather  than  positive  earnings,  if 

11  the  full  contractual  interest  rate  is  paid ; 

(4)  the  amount  of  interest  supplement  appFied  for 
13  is,  as  demonstrated  by  tlie  audited  accounts  of  the  enter- 
ic        prise,  not  in  excess  of  the  amount  for  which  the  appli- 

15  cant  is  eligible  in  axjcordance  with  the  provisions  of  sub- 

16  section  (a)  of  this  section;  and 

'^'^     ^  (5)  the  project  to  b^  financed  will  not  be  in  direct 

18  competition  with  another  such  project  that  is  wholly 

19  financed  by  private  enterprise. 

(c)       applicant  shall  be  eligible  for  an  interest  supple- 

21  ment  under  this  section  unless  his  books  of  account  are  open 

22  at  all  times  for  examination  by  agents  or  employees  of  the  ^ 

23  Farm  Credit  Administration  arid  the  General  Accounting 

24  Office. 

25  Sec.  805.  Rural  Development  Capital  Auqmen- 
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1  TATiON  Payments  ;  Eligibility  and  Amount.—  (a)  Any 

2  Jjlprrower  of  any  institution  of  the  Rural  Development  Credit 

3  System,  who  lias  constructed  or  acquired  improvements  to 

4  real  property:5^nd  necessary  equipment  and  working  capital 

5  to  establish  and  operate  a  new  or  expanded  rural  private 

6  economic  enterprise,  or  r^n\  community  facility,  or,  s^rv- 
^         ice,  or  niral  public  work  to  be  located* and  operated  in  a  rural 

®  area  tor  the  employment  of  or  benefit  to  rural  residents  shall 
^   be  eligible  to  apply  fox  a  niral  development  capital  mxg- 

1^  mentntion  payment  to  l)c  deteniiincd  in  awordnnce  with 
the  provisions  of  this  section. 

12         (b)  To- establish  his  eligibility  for  a  rural  development 

1^  capital  augmentation  payment;  an  applicant  shall*  be  required 

14:   to  prove  oonclusively  that — 

15  (1)  the  enterprise,  community  facility,  service,  or 

16  public  work  to  which  the  capital  augmentation  shall 
1'^  apply  provider  u  definite  a^Ulition  to  the  pre-existing 
IS  volume  of  capital  investment  and  jo()  (opportunities  in 
19         the  Nation  and  in  the  rural  area  where  located  and  is 

not  a  replacement  of  or  ^substitution  for  investment  or 

21  job  opportunities  elsewhere  previously  provided  by  the 

22  applicant  or  by  a  direct  competitor; 

23  |2)  the  enterprise,  community  facility  or  service, 

24  '  Qj.  public  work  will  make  a-  substantial  contribution, 
2^        through  enhajicement  of  the  quality  of  life  or  i#cref^ed 
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1  income  and  employment  in  the  rural  area  where  lodElledf, 

2  to  the  attainment  of  the  goals  of  a  rational  policy  6t 

3  balanced  national  growth  and  of  the  purposes  and^oll* 

4  cies  of  this  title  and  of  this  subtitle ;  ' '  ^ 

5  "  (3)  the  project  for  which  the  capital  augmenta- 

6  "      tion  payment  is  requested  was  constructed  or  acqt^red 

7  in  accordance  with  principles  of  prudent  and  eflSdierit 

8  management,  and  the  amount  was  determined  iii  ac- 
^  cordance  with  sound  acceptable  accounting  princrples 

10  from  dftta  in  the  audited  books  of  reoprd  of  the  applicant ; 

11  ^  (4)  that  the  amount  of  capital  augmentation  ^ay- 

12  -      m^t  applied  for  is,  as  demonstrated  by  the  audited 

13  accounts  of  the  enterprise  not  in  excess  of  the  amount 

14  for  which  the  applicant  is  eligible  in  accordance  witW 

15  the  provisions' of  subsection  (c)  of  this  section;^ arid 
1^  (5)  the  project  to  be  finarifced  wiH  not  be  in  &ebt 

17  competition  *with  another  such  project  that  is  wholly 

18  financed  by  private  enterprise.  ' 

19  (c)  The  amount  of  any  rural  development  capital  aug- 

20  mentation  payment  shall  not  exceed  the  current  discoctnted 

21  value,*  at  the  established  interest  rate  of  the  Rural  CWet 

22  opment  Credit  System  in  the  area,  of  the  amount  by  K^iici 

23  the  amount  Computed  under  paragraph  (1)  is  greater  thai 

24  the  amount  computed  under  paragraph  (2)  :  ^'^ 

25  (1)  The  annual  amortization  payment  actually  due 
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1  and  payable  l)y  the  applicant  on  any  indebtedness  incurred 

2  k^y  biin  in  constnK^ng  or  acquiring  the  new  or  expanded 
3f  improvements  of  real  property  or  additions  io  equipment 

4  and  working  capital  for  which  the  application  is  made. 

5  , ,  (2)  The  aanuaJ  amortization  pa)rmfait,  over  an  amorti- 
|6  ^tion  period  of  the  same  lengA  that  could  be  made  out  of 

^  7  earnings  by  a  prudent  efficient  manager  who  would  utilize 

8  tfejB  facilities,  works,  equipment,  or  working  capital  to  fulfiD 

9  a^i  effective  rural  development  purpose  within  the  wpacity 

10  ^  ol  those  who  will  utilize  the  service,  buy  the  product,  or  pay 

11  user  charges,  or  to  value  the  product  at  its  rural  location, 

12  .  taking  into  account  scarcity  of  popula^n  settlement,  mectian 
X^,.  fajnily  incomes  in  the  area,  and  the  cost  of  transportii^  raw 
H  .materials  and  finished  products,  as  determined  by  the  Rural 
^5  Development  Investment  Equalization  Administrajtion  under 
16,  lilies  and  regulations  established  by  the  Federal  Rur^l  De- 
n  .  Y^oimient  Cn?dit^Board  and  approved  by  the  General  Ao- 

18  counjia^^  Office. 

19  (d)  No  applicant  dh«ll  be  eligible  for  a  rural  develop- 
?0  ;ipeiifc  augmentation  payment  under  Ais  section  unless  lus 
2;i  ^  t^ooks  of  account  are  open  at  all  times  for  examination  by 

22  events  or  employees  of  the  Farm  Credit  Administration  and 

23  ,  tbe  General  Aocoumling  Office. 

24  Sbo-  806.  Supervision  by  Fabm  Credit  Adminis* 
25^  TIUTION,— The  Federal  Rural  Development  Credit  Board 
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1  'Shall  arrange  with  the  Federal  Earm  Credit  Board  to  utilize 
2^  the  services  of  the  Form  Credit  Administration  for.investiga- 

8  tion,  accounting,  and  aininistiative  auditing  of  the  work  of 

4  the  Rural  Development  Investment  Equalization  Administra- 

5  tion  and  the  Federal  Rural  Development  Credit\gency  and 

6  the  other  institutions  of  the  Rural  Development  Credit  Sys- 

7  tem  in  an  orderly,  eflRclert,  and  effective  manner  The  I'ann 

8  Credit  Administration  is  authorized  to  provide  such  8er\'ice8 

9  on  a  mutually  agreeable  reimbursable  basis. 

10  Sec.  807.  Examination  of  Books  of  Account.— As 

11  a  condition  of  approval  ef  any  application,  the  applicant 

12  must  agree  U>  keep  his  books  of  account  open  at  all  times  for 

13  exanunalion  by  the  Farm  Credit  Administration  and  the 

14  Qeneml  Accounting  Office. 

15  Subtitle      Federal  IRural  Development 

16  Credit  Boamd 

17  Sec.  901.  The  Federal  *Rural  Development 

18  Credit  Board;  Nomination  and  Appointment  of 

19  Members;  >  Organization  and  Compensation.— (a) 
2a  There  is  hereby  established  a  ^Federal  Rural  Development 

21  Credit  Board  (hereinafter  in  this  subtitle  referred  to  as  the 

22  "Board")  composed  of  seventeen  members,  fifteen  of  whom 

23  shall  be  appointed  by  the  President,  by  and  with'  the  advice 

24  and  consent  of  the. Senate,  not  more  than  eight  of  whom  shall 

25  be  from  the  same  political  party  nor  more  than  one  from  any 
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1  State.  In  'iimkmp;  appointment.^  to  the  Board  the  President 

2  shaH  selert  persons  who  jire  e^rpec  ially  (jualified  to  nerve  on 

3  the  Board  bemuae  of  their  education,  training,  and  expe- 

4  rience,  shall  attempt  t\)  provide  a  fair  representatitm  on  the 

5  board  of  the  different  geofrraphlc  regions  of  the  United  Htatcs 
^  and  the  several  economic  interests  In  rural  developmentv- 
7  farming,  labor,  cooperatives,  local  government",  and  private 
S  enterprise  th^  President  shall,  before  making  apiK>intment'a 
^  to  the  Board,  receive  anjj  consider  nominations  made  by  the 

10  President  pro  tempore  of  the  Senate  of  the  United  States  for 

H  five  appointrhents  to  the  Board,  n(5i  more  than  three  of  whom 

12  shall  be  from  the  same  political  parfy  and  not  more  than  one 

13  from  any  Rural  Development  Bank  Region,  and  shall  r(^eive, 
1^  and  consider  notninatioiis  made  by  the  Speaker  of  the  House 

15  of  Representatives  of  the  United  States  for  five  appointments 

16  to  the  Board  not  more  than  three  of  whom  shall  be  from  the 
1'^  same  political  p^y  and  not  mt)re  than  one  from  any  Rund. 

18  Development  Bank  Region.  One  member  shall  be  the  rep-^^ 

19  resentative  of  the  Secretary  of  Agriculture  on  the  Farm 

20  Credit"Board,  and  one  member  shall  be  the  Governor  of  the 

21  J^arm  Credit  Administration.  The  Executive  Director  and 
^  the  Administrator  of  the  Federal  Rural  DevelopmeQiJ  Invest- 
23  ment  Equalization  Administration  shall  be  ex  officio  members 
^  of  the  Board  and  shall  be  eligible  to  vote  on  all  matter?  ex- 
?^  cept  those  afifecting  the  terms  of  their  own  employment. 
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.  t  (b)  All  members  of  the  Board  shall  be  citizens  of  the 

2  United  States  and  all  members  except  the  member  from 

3  the  Farm  tJredit  Board  and  the  Governor  of  the  Farm  Credit 
^  Admmistration  and  the  ex  officio  members  shall  be  legal 
^  residents  of  rural  areas  in  which  the  Rural  Development 
^  Cred^  System  is  authorized  by  this  title  to  make,  participate 
'7  in,  extend  mortgage  msurance  m  connection  with,  or  guar- 
3  antee  rural  development  loans. 

9  (c)  The  Board  .shall  elect  a  chairman  and  vice  chair^^ 
man  froln^^mong  its  appointed  members.  The  Board  shall 

11  elect  a  Secretary  from  among  its  members  or  from  outside 

12  its  membership.  Such  officers  shall  bo  elected  for  terms  of 

13  one  year  and  shall  hold  offiice^ntil  their  successors  have  been 
H  elected. 

15  '       (d)  No  member  of  the  Board,  other  than  the  member 

16  from  the  Farm  Credit  Board,  the  Governor  of  the  Farm 

17  Credit  Administration,  the  Executive  Director,  and.  the 

18  Administrator  of  the  Fed^l  Rural  Development  Invest- 

19  ment  Equalization  Administration  shall,  while*  serving  as  a 

20  member  of  the  Board,  be  an  officer  or  employee  of  the- 

21  United  States  or  of  any  State  or  of  any  of  the  institutions 

22  of  the  Rural  Development  Credit  System  or  of  the  Farm 

23  Credit  System. 

24  (e)  Appointed  members  of  the  Board  shall  be  appointed 

25  for  terms  of  six  years,  except  that  (1)  a  person  appointed 
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■  to  fill  on  unexpired  term  shall  serve  only  for  the  remainder 
of  the  term  for  which  his  predecessor  was  appointed,  and 
'  3^    (2)  with  respect  to  the  first  members  appointed  ta  such 
'      Board  two  members  appointed  by  the  President,  two  reo?^ 

*  "S^  ^  binmended  by  the  President  pro  tempore  of  the  Senate,  and 

two  recommended  by  tte  Speaker  of  the^'House  of  Repre- 

sentatives  shall  be  appointed  for  terms  of  six  ye^,  as  desig- 
8  nated  by  the  appointing  authorities  at  the  time  of  appoint- 

ment,  and  two  members  appointed  or  recommended  by  each 
'lOi^^iich  authority  shall  be  appointed  for  tenps  .of  four  years,  as 
^  designated  by  th6  appointing  "authority  at  the  time  of  ap- 

polntment  and  one  member  appointed  or  recommended  by 

each  such  authority  shall  be  appointed  for  a  term  of  two 
14   years,  a^  designated  by  the  appointing  authority  at  the  time 

of  appointment.  A^^acancy  on  the  Boar3  shall  not  affect  the 
JO'  power  of  such  Board  to  act  ana  shall  be  filled  in  the  same 
1^  lhanner  as  originally  filled.  Members  shall  serve  unjjJ  their 

successors  are  duly  appointed  and  qualified. 
^1^''  •     (f)  The  Board  is  authorized  to  establish  its  own  rules 
2^  'of  procedure  for  conducting  its  business,  except  that  a  ma- 

jority  of  all  members  of  the  Board  shall  constitute  a  quorum 
^2*2'  loa  the  transaction  of  its  business. 

•  2^         (g)  Each -appointed  member  of  the  Boairdl3?all  receive 

a  day  for  not  more  than  seventy-five  days  of  meetings 
^2^'  'each  year  and  all  members  shall  be  reimbursed  for  travel  and 
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reasonable  -expenses  incurred  in  attending  meetings  of  suoh 

2  Board.  Nothing  in  the  precef^ing  sentence  shall  be  construed 

,  ^  to  limit  the  number  of  days  of  meeting  each  year  to  seventy- 

4  five  days! 

^  ,      (h)  The  Board  shall  hold  atrleast  to\m  reguku-ly  sohed- 

-  ^  uled  meetings  a  year  and  such  additional  meetings  at  such 
times  and  places  as  it  may  determine.  Special  meetings  shflijl 

®  be  held  at  any  time'  at  the  call  of  the  chairman  or  by  any 

^  three  members  of  such  Board. 

1^        Sec.  902.  Powees  of  the  Boakd.— The  BoW  shall 

1^  Establish  the  general  policy  for  the  guidance  of  the  Federal 

12  Sural  Development  jCredit  Agency,  the>  Federal  Rural  De^ 

1^  velopment  Investment  Equalization  Administration,  anfcl  all  . 

14  institutions  of  the  Rural  Development  Credit  System  in  car* 

15  rying  out  thik  Act;  may  require  such  reports  as  it  deems  ne©i 
1^  essary  from  the  institutions  of  the  Rura^  Development 

-  1'^  Oedit  System^;  provide  for  the  examination  of  the  condition 
_  "^^  general  supervision  ovet  the  performance  of  th^ 

19  powers,  functions,  jftjid  duties  vested  in  each  such  institutioHy 

20  and  for  the  performance  of  all  the  powers  and  duties  vested  in 

21  .  the  "Federal  Rural  Development  Credit  Agency  and  in  its 

22  ^^xecudve  Director,  and  in  the  Rural  Development  Invest- 

23  ment  Equalization  Adminlstralion  and  in  its  AdministSBtor 

24  ^^ch,  in  the  ^judgment  of  the  Boord,  relate  to  matters  of 
*  25  broad  and  general  supervisory,  advisory,  or  policy  natureV 
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1  The  Board  shall  function  as  a  unit  \Vithout  delegating  any 

2  of  its  functions  to  individual  members,  1)ut  may  appoint  com- 

3  mifctees  and  subcommitteeg  for  stiudies  and  reports  for  con- 

4  sideration  by  the  Bo^d.  It  shall  not  operate  in  an  adminis- 

8  trative  capacity. 

f 

6        Sjsc.  903.  Indirect   Participation   by  Private 
t  Financial'  Sources. —  (a)  The  Board  is  afithorized  on 
loehalf  of  the  Re^^nal  Banks  ani  other  institutions  of  the 

9  Rural  Development  Credit  System  t<^ 

10  (1)  issue  bonds,  debentures,  and  such  other  certif- 

U         icates  of  indebtedness  as  it  may  determine,  and  issue 

12  /  such^ securities  on  a  competitive  or  negotia(;ed  basis  as  the 

13  Board  may  determine; 

14  (2)  buy  and  sell  securities  it  has  issued  or  guaran- 

15  teed  or  whose  mortgages  it  has  insured  or  in  vvliioh  it_ 

16  /    has  invested; 

♦  *■ 

17  (3)  invest  funds  not  needed  in  its  financing  opera- 

4 

1^         tions  in  such  property  and  obligations  as  the  Board  may 

19  determine;  and 

20  (4)  guarantee  securities  in  which  it  has  invested  for 

21  the  purpose  of  facilitating  their  sale. 

22  (b)  The  Board  shall  arrange  with  the  Federal  Farm 

23  Credit  Board  to  utilize  on  a  reimbursable  basis  the  security 

24  selling  agepj&y  ^eryices^of  the  institutions  of  the  Farm  Credit 

25  System. 


lOij  i 


94  . 

.   ^  '     '*      .       92  * 

1  (c).  Except  as  hereinafter  provided  in  this  aubsection, 

2  the  Secretary*of  Agriculttire  (herelimfter  referred  to  in  this 

3  subsection  as  the  "Secretary'')  is  authorized,  upon  such  terms 

4  and  conditions  as  he  may  deem  appropriate,  to  guarantee  the 

5  timely  payment  of  principal  and  intiorest  on  such  obligations 

6  as  shall  he  issued  by  the  Board  on  behalf  of  Regional  Banks. 
l*he  Secretary  shall  collect* from  the  Board  ^treasonable  fee 

8  *  for  any  guaranty  under  this  subsection  and  shall  make  such 
-  9   charges  as  he  may  deten^ine  to  be  reasonable  for  the  analysis 
1^   jof  any  obligation  proposed  to  be  issued  by  the  Board,  In  the 
event  the  Board  is  unable  to  make  any  payment  of  principal 
^2    of  or  interest  oi\any  obligation  guaranteed  under  this  subser- 
^3   tion,  the  Secretary  ^hall  make  such  payment  as  arid  when  due 
1^   in  oasfh,,and  thereupon  shall  be  subrogated  fully  to  the  rights 
satisfied  by  such  payment.  The  full  faith  and  credit  of  the 
Uniteji  States  is  pledged  to  the  payment  of  all  amounts  which 
may  he  required  to  be  paid  under  any  guaranty  under  this 
^8  'subsection.  The  Secretary  may  pot  guarantee  payment  of  any 
obligation  of  the  Board  issued  after  the  total  amount  of  stock 
held  by  the  Executive  Directpr  in  the  several  Regional  Banks  ^ 
is  equal  to  less  than  50  per  centum  of  the  total  obligations  of 
such  banks  outstanding,  -  " 

Sec.  904.  Federal  Payments  to  the  Board.— (a) 
With  resf)ect  to  such  amounts  of  loans  of  th^  Regional  Banks 
as  may  be  specified  in  appropriation  Acts,  the  Secretary 
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1  of  the  Treasury  is  authorized  to  make,  and-^  to  contract  to 
•2  -  make,' annual  paynnents  to  the  Boo^'in  such  amounts  as 
3   are  necessary  to  reimburse  the  Rural  Development  Invest- 
.4   ment  Equalization  Agency  for  needed  interest  supplements 

5  and  rural  capital  an^entation  an^d  to  subscribe  to^capital 

6  stock  of  Regional  Banks  that  may  be  tendered  by  the  Board. 

(b)  There  are  authorized  to  be  appropriated  to  the 
^  -  ii  ' 

8  Secretary  of  the  Treasury  such  sums  as  may  be  necessary  to 

9  carry  out  his  responsibilities  under  this  Act,  including  such 

10  -sums  as  may  be  necessary  to  make  payments  required  by 

11  <3ontracts  entered  into  by  the  Secretary  of  the  Treasury 

12  pursuant  to  subsection  (a)  of  this  section. 

*  13  Sec.  905.  Federal  Insurance  of  Obligations  to 

14  THE  Board.— (a)  The  Secretary  of  Agriculture,  upon  ap- 

Nv          is  plication  by  the  Board,  is  authorized  to  insure  any  loan  made, 

16  discounted,  guaranteed  or  insured  by  the  Board  including, 

IT  for  purposes  of  this  section,  any  obligation  purchased,  in- 

18  sured,  or  guaranteed  by  it,  and  to  issue^  a  commitment  for 

^19  the  insurance  of  any  such  loan  priOTrKTihe  date  of  its  execu- 

p  tion  or  disbur^einent  thereon  upon  a  determination  that  all 

21  'of  the  applicablcLcriteria  establis)ied  by  or  under  this  title 

22  Avill  be  met  with  respect  to  such  loan. 
  « 

23  (b)  The  ihsurance  of  any  loan  under  subsection  (a) 

24  and  any  payments  pursuant  thereto  shall  be  made  on  such 

25  terms  and  conditi6ns,  and  in  such  manner  and  form,  as  the 

/I 
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1  -Sec^retary  sHill  by  r^i^gulations  prescribe,  kiid  shall  provide 

2  for  the  payment  in  full  to  the  Boatd  \){  the  outstanding 

3  principal  balance  of  the  loan  together  with  any  unpaid  inter- 

4  est,  upon  default  by  the  borrower,  In  (tccordance  with  pro^. 

5  dures  set  forth  in  such  regulations.  » 

^         t(?f  The  Secretary  k  authorized  bo  charge  and. collect 

7  premiums  for  insurance  under  this  section.  Such  premiums 

8  ^  shalli  be  fixefl  at  the  lowest  possible  levels  which  the  Board 

9  and  the  Secretary  agree  to  be  reasonable  and  sufficient  .to, ; 
kev^  the  insurance  program  under  this  section  in  a  sound 
and  secure  -condition  and  maintain  the  fund  established  by 

12  subsection  (d)  ^of  this  section  at  a  level  adequate  to  meet 
1^   all  anticipated  losses,  ^ 

14  (d)  (1)  There  is  established  a  revolving  fund  to  bo  used 

15  by  the  Secretary  in  en  frying  out  his  func^tions  upder  this  sec- 

16  tion.  All  premiums  charged  as  provided  irf' subsection  (c) , 

17  and  all  other  receipts  from  the  insunmce  program  under  thi:3, 

18  section,  sEall  be  deposited  in  the  fund.  Moneys  in  the  fund' 

19  not  needed  for  the  payment  of  current  operating  expenses 

20  or  the  pa>Tnent  of  insurance  under  the  program  may  he  in- 

21  vested  in  bonds  or  other  obfigations  guaranteed  as  to  priji- 

22  cipal  ^d  inter<«;t  by  the  United  St^ites. 

23  (2)^  There  is  authorized  to  be  appropriated  as  initial 

24  ^capital  for  the  revolving  fund  established  by  paragraph  (l) 

25  the  sum  of  $5,000,000.   ^  '  *J 
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1  (e)  In  the  performance,  of,  and  with  respect  id,  the 

2  functions,  poT^^,  and  duties  vested  in  him  by  this  title,  the 

3  ^cretary 'shall  (in  addition  to  any  authority  otherwise 
^  •  vested  in  him)  have  the  functions,  powers,  and  duties  set 
^   terth  by  law'  with  respect  to  loons  insured  under  the  Con- 

^    .   6  edlidntcd  Ff^i  and  Rimil  I)i»velopment  Act. 

7         (f)  Thei^  are  authorized  to  be  appropriated  to  the  Sec- 

4  rdtaiy^of  Agriculture  such  sums  a«  may  be  necessary  to 
^  esxrry  out  his  responsibilities  under  this  title. 

^J^  Subtitle  I— <}eneeal  Peovisions' 

^    ^  *      Sec.  1001.  FiNANciAt  ,A]?jD  Other  Supervision.— 
^2   Tije  Rural  Development  Credit  System  and  all  the  institu- 
:        1^  tjons  thereof  shall  be  subject  to  the  supervision  of  the  Farm 
1*   Credit  Adminbtration  with  ^I'espjpct  to  all  procedures  relat- 
ing  to  financial  operations,  incfuding  audits;  and  shall  be 
subject  to  the.  supervision  of  the  AAninistrator  of  the  Rural 
^'^  ^Enterprise  and  Community  Development  Administration  of 
the  Department  of  Agriculture  with  respect  to  the  appraisal 
'of  reaj^and  personal  property  used  or  to  be  used  as  security 
'    2^  .  for  loons,  ^bligatiops,  and  mortgages  insured  or  guaranteed 
under  this  title. 

'  Sec.  1002.  Examinations  and  Reports;  Audits.— 

(a)  Except  as  provided  'Jh  this  Act,  each  bstitution  of  the 
o   ^  Rural  DevelopmeiKt  Credit  System,  and  each  of  its  agente,  at 
such  times  as  the  Federal  Rural  Development  Credit  Board 
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1  may  determine,  shall  be  examificd  and  audited  by  examiners 

2  of  the  Fami  Credit  Administration  and  by  auditors  of  the 

3  General  Accounting  Office,  but  in  no  event  shall  any  such 

4  institution  be  examined  and  audited*  less  *  frequently  than 

5  once  a  year.  If  tlie  Executive  Director  determines  it  to  be 

6  necessary  or  appropriate,  the  Required  examinations  and* 
audite  may  be  made  by  independent  certified  public  account- 
s' apts,  certlfi;ed  by  a  regulatory  authority  of  a  State,  in  ac- 
9  cordance  with  generally  accepted  auditing  standards.  Upon 

reqi^est  of  the  Executive  Director  or  any  institution  ^the 
System,  credit  examiners  shall  also  make  examinations  of 
12"  any  organization  other  than  a  nation&l  bank,  to  which,  qt' 
13  with  which,  any  institution  of  the  Rural  Development  Credit 
^  System  contemplates  making  a  loan  or  (^scountin^  P^P^^ 
15  such  organization  or  delegating  authority  under  this  title. 
1^  For  the  purposes  of  this  Act,  examiners  of  the  Farm  Credit 
1^  Administration  shall  be  subject  to  the  same  requirements,  re- 
IS  sponsibilities,  and  penalties  as  are  applicable  to  examiners 
\inder  the  National  Bank  Act,  the  Federal  Eeserve  Act,  the 

20  Federal  Deposit  Insurance  Act,  and  other  provisions  of  law 

21  and  shall  have  the  smne  powers  and  privileges  as  are  vested 

22  in  such  examiners  by  law.  A^'report  of  each  audit  of  the  Sural 
2^  Development  Credit  System  for  any  fiscal  yeftf^hall  be 
2^  made  by  the  Farm  Credit  Administration*  to  the  President 

of  the  United  States  and  to  the  Congress  not  later  than  six 
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1  months  following  the  dose  of  such  fiscal  year.  The  Farm 

2  Credit  Administration  shall  be  reimbursed  by  the  Federal 

3  Rural  Development  Credit  Agency  for  the  cost  of  performing 
»4   such  audits. 

(b)   The  Federal  Rural  Development  Credit  Board 
shall  make  a  report  to  the  Congress  at  the  end  of  each  cal- 
^   endar  year  on  the  condition  of  economic  'growth  in  geo- 
graphic  area®  -  of  the  country  in  which  it  operates,  the 
^  condition  and  experience  of  the  Regional  Banks  and  the 
1^  Federal  Rural  Development  Investment  Equalization  sAd- 
^1   ministration.  The  Bo^rd  shall  mclude  in  such  report  guch 

12  recommendations  for  legislative  action  as  it  deeiiQ  necessary 

13  to  improve  the  operation  of  the  Rural  Development  Credit 

14  System.  THe  Federal  Rural  Development  Credit  Bo^  may 
'        require  the  Federal  Rural  Development  Credit  Agency,  the 

^  .  16  Regional  Banks  and  the  Federal  TRural  Development  Invest- 
17  ment  Equalization  Administration,  and  the  District  Rural 
^8   Development  Credit  Agencies  to  submit  to  it  similar  annual 

19  reports. 

20  ^Sec.  1003.  Conditions  of  Othek  Banks  and  Lend- 
r          21         Institutions. — The  Comptroller  of  the  Currency  id 

22  authorized  and  directed,  upon  request  of  the  Farm  Credit 

23  Administration  to  furnish  for  corlfidential  use  of  an  institu- 

24  ^ti^i^  of  the  Rural  Development  Credit  System  such  reports,<^ 
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1  records,  and  other  infonnatioii  m  he  may  .have  availaWe 

2  relating  to  the  financial  <K)ndition  of  national  banks  throug^h, 

3  for, -or  with  which,  su(|h  }mtitiitit)n  of  the  System  hm  made 

4  or  (X)nteir»phitos  making  diseouiits,  loans,  or  dele|atious  of 

5  imwec  and  to  make  QUfh  further  examination,  aa  may  be 

6  agreed,  of  ^orfrnnizatioii3  \jtbi^^^      for,  or  with  whioh  .such 
institution  of  the  Rural  Il^ov'^lopment  Credij;  System  has 

8  made  or  contemplates  making  discounts,  loans,  oi*  delega^ 

9  tions  of  power. 

Sbc.  1004.  Consent  to  the  Availability  of  Re- 

11  ports  and  to  Examinations,— Any  organization  other 

12  than  Sta/te  banks,  trust  companies,  .and  savmgs  associations 
^  shall,  as  condition  precedent  to  securing  ^scount  privileges 
1-*  or  delegated  powers  with  a  bank  of  the  I^ural  Pevelopment 
l''>  Credit  System,  file  with  such  bank  its  written  consent  to  ex- 
At)  ajmnation  by  Farm  Predit  Administration  exammera  as  may 
1*7   be  directed  by  the  Farm  Credit  Administration}  and  Stat^ 

18  bonks,  trust  companies,-  and  savings  associations  may  be  re-, 

19  quired  m  like  manner  to  file  a  written  consent  that  repwb^ 

{ 

20  of  their  examination  by  constituted  State  authorities  may 

21  be  furnished  by  such  authorities  upon  the  request  of  the  ITarni 

22  Ci^t  Administration. 

23  8E(p.  1005.  Repobts  on  Conditions  of  Institu1?ionb 

24  Receiving  Loans  oe  Deposits  ob  R^dblegated  Pow-^ 

25  EES.— The  executive  departments,  boards,  conunissiong,  and 
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1  independent  establishment^  of  the  'Clovenmient  of  the  United 

2  States,  the  Federal  Depojnt  Insurance  Corporation,  the  (^omp- 

3  troller  of  the  Ourrenoy,  the  Board '  of  (iovemors  of  the 

4  Federal  Reserve  Systt  ni,  and  the  Federal  Reserve  banks  are 
Q  severally  atithorized  under  such  conditions  a^?  they  may  pre- 
()  scribe,  upon  request  of  the  "Farm  Credit  Administration,  to 

7  make  available  to  the  Fami  (VedU  Administration  or  to. any 

8  institution  of  the  Rural  Pevelopnient  Credit  System  in  con- 

9  fidence  all  reports,  records,  »r  other  infomintlon  relating  to 

10  the  (Condition  of  any  organization  to  vviii(*h  such  institution  of 

11  the  flSystem  hals  made  ot  rontemplat^^s  making  a  loan  or  for 
^  12  which  it  has  or  contemplates, discounting  paper,  or  which 

13  it  is  using  or  contemplates  using  ns  a  custodian  of  securities 

14  or  otlier  credit  instniments,  or  which  it  is  using  as  or  con- 
l;!^  templates  using  as  a  depository,  or  to  which  it  has  or  conlem- 

16  plates  delegating  powers  under  this  title.  Tlie  Federal  Reserve 

17  ^nks  in  their  capacity  as  depositories,  agents,  and  custodians 
\18  for  bonds,  debentures,  and  other  obligations  issued  by  the 

19  banTis  of  the  Rural  Development  Credit  System  or  book  en- 

20  tries  thereof^are  al^^so  authorized  and  directed,  upon  request 
'^l  of  the  Farm  Credit  Administration,  to  make  available  for 

""^  22  audit  by  fftnn  credit  examfners  all  app^priate  books,  ac- 

23  counts,  financial  records,  files,  and  other  papers.  ^ 

24  Sec.  1006.  Jttbisdiction.— Each  institution  of '  the 
,  25  Rural  Development  Credit  System  shall  fpr  the  purposes  of 
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,  1  jurisdiction     deemed  to  be  a  bitizea  'of  the  State,  common- 

2  wealth,  or  District  of  Columbia  in  which  its  principal  .office 

3  is  located.. JJo  district  court  of  the  United  States  shall  have 

4  jurisdiction  of  any  action  or  .  suit  by  \r  against  any  unit  of 
•5'  feed  general  government  or  any  private  financing  institution 
^  exercising  ctefegated  powers  under  this  title,  upon'tjie  ground 

\      diat  It  was^  incorporated  under  this  titje  or^that  the  United 
♦  S  States  t)wns  any  stock  thereof,  nor  shall  ^ny  district  court 
^  *t)f  the-United  States  have  jurisdiction,  by. removal  or  other- 
1^  wise,  of  any  suitT)y  or  against  such  institution  except  in  cases 
.•11  by  or  against  the'' United  States  or  by  or  against  any  officer 
of  the  Unit^  States  and  except  in  cases  by  or  against  any 
13  receiver  or  conservator  of  any  such  institution  appointed  in^ 
1^  accordance  with  the  provisions  of  this  title. 
1^.       Sec.  1007.  State  LEGTSLATiON.-^Whenever  it  is  de-" 
1^  termined  by  the  Federal  RurarDeyelopment  Credjt  Agency, 
1'^   or  by  judicial  decision,  that  a  State  law  is  applicable  to  the 
1^  '  obligations  and  securities  Authorized  to  be  held  by  the  insti- 
ll tutions  of  the  Rural  Development  Credit  Sjrstem  under  this 
2^  title,  which  law  would  provide  insufficient  protection  or  in- 
'^1  'adequate  safeguards  against  loss  in  the  event  of  default,  the 
Federal  Rural  DcAselopment  Credit  Agency  may  declare 
such  obligations  or  securities  to  be  ineligible  as  security  for 
the  issuance  of  new  notes,  bond^,  debentures,  and  other  obli- 
^  gations  under  this  Act.  -  / 
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I  Sec.  1008.  Tax  Exemp^ok.— The  Federal  Eural 
,  2  ^  Development  Credit  Board,  the  Regional  Banks,  and  the  Dis- 

3.  trict  RuraP  Development  Credit  Agencies  shall  be  exempt  - 
4  from  Federal,  State,  and  local  coi^porate  income  taxes  and 
^  from  aJl  other  Federal,  State,  and  locaFtfxes  except  that  (1)^ 

6  the  real  property  and  tangible  personal  property  of  such 

7  Board,  banks,  and  ^agencies  diall  be  subject  to  JederaJ, 

8  State,  and  local  taxation  to  th^  sam6  extent,  according  to 

9  its  value,  as  other  similar  property  heli  by  other  persons 
'10  is  ta^ed,  (2)  the  income  from  any  obligations  purchased 

II  by  any  such  institution  of  the  Eural  Development  Credit 

12  System  from  any  Federal  or  State  govemn^ental  or  quasi- 

13  governmental  body,  and  any  obligation  issued  by  any  such 

14  institution  of  the  Eural  Development  Credit  System  shall 

15  be  subject  to  Federal,  State,  and  local  taxation  to  the  same 

16  extent  as  the  income  or  obligations  ^f  private  corporations 

17  are  taxed;  and  (3)  the  Eegional.  Banks 'shall  be  liable  for 

18  the  franchise  tax  provided  in  sectiqn  614  of  this  Act. 

19,       Sec.  1009.  Nattjee  of  Obligatioks.— (a)  All  ob- 

20  ligations  issued  by  the  Federal  Eural  Development  Credit 

21  Board  or  Ee^onal  Banks  shall  be  lavirful  investments,  and 
'    2i  may  be^  accepted  as  security,  for  all  fiduciary,  trust,  and 

23  public  funds  the  investment  or  deposit  of  which  shall  be 

24  under  the  authority  or  control  of  the  United  States  or  of  any 

25  officer  or  employee  thereof.  All  obligations  issued  by  -the 
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102         *  0 
X  Ruml  Development  Credit  System  pursuant  to  this  Act 

2  shall  be  deemed  to  be  exempt  securities  within  the  mean- 

3  mg  of  laws  administered  by  the  Securities  and'  Exchange 
4^.Conmiission,  to  the.  same  extent  ois  seciflnties  which  are 
5  direct  obligations  of  or  obUgations  guaranteed  as"  to  prin- 
^  cipal  or  interest  by  the  United  States. 

Sec.  1010.  AmeniJments  to  Qther  LAWS.-^-(a)  ke^  ' 
'    .   8   tion  5315  of , title  5,  .United  States  Oode,  is  amended  by  add- 
ing at  the  end  tliereof  the  following: 

''(95)  Executive  Director  of  the  Rural  Develop* 
ment  Credit  Agency. 

''  (96)  Administrator  of  the  Rural  Development  Iit- 
^3         vestment  Equalization  Administration." 
'14      ,  (b)  Section  5316  of  title  5,  United  States^  Code  ia 
15   amended  by  adding  at  the  end  thereof  the  following: 

"(132)  Deputy  Executive  Director  of  the  Rural 
1'^        Development  Credit  Agency." ' 

J8  Se\  1011.  SEPAEABiLiyv.— If  any  provision  of  t^is  Act, 
1^  or  the  a^lication  thereof  to  any  person  or  in  any  circum- 
20  stances,  is  held  invalid,  the  remainder  of  this  Act  and  the 
•21   application  of  subh  provision  to  otWr  persons  or  in  other 

op 

circumstances  shall  not  be  aflfected  thereby. 
2^        Sec.  1012.  Reservation  op  Right  To  Amend  or 

24  Hepeal.— The  right  to  alter,  amend,  or  repeal  any  provi- 

25  slon  or  all  of  this  Act  is  expressly  reserved. 
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'  1  •  Sec.  1013.  Appropbiations.— (a)  There  is  authorized 

2  to  be  appropriated  to  the  Federal  Rural  Development  Credit 

1^  Agency  no^fc  exceed  $200,000,000  annually  for  not  to 

'4  exceed  ten  years  for  the  purchase  of  capital  stock v  of  the 

5  B^onal  Banks. 

6  (b)'  There  is  authorized  to  be  appropriated  not  to  exceed 
1  §300,000,000  annually  to  the  Federal  Rural  Development 

8  Investment  Equalization  Administration  for  interest  rate  Sup- 

9  plefnents  and  capital  augmentation  payments  authorized  un- 

10  der  subtitle  G  of  this  title.  y 

11  (c)  In  addition  to  the  funds  authorized  to  be  appro- 
12r  priated.by  subsections  (^a)  and  (b),  there  are  authorizj^  to 

13  be  appropriated,  without  fiscal  year  limitation,  ^uch  addi- 

14  tional  sums     may  be  n4cessary  to  carry  out  the  purposes  of 

15  this  Act. 
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:        .SECTI0N.BY.8ECTI0N  EXPLANATION  OF  8.2223 

1^      Title  I— Amendments  to  the  Consolidated  Fabmebs  Home  Administbation 

Act  of  1961 

Fa™pt«°Hni;f  ^ah£*^^^^  y^^^  ^^8^  ^«  Consolidated 

.       &De?17me^tX{!??"'^'"  ''''^  ''Consolidated  Farm  and 

thf^r^^o  uaI\  ^^"^  ^^^^^  DevelopmerU  Projects.  At  present,  section  306  oi 

^l*?^^^  Farmers  Home  Administration  Act  aulJborizes  the  making  or 
associations,  includmg  corporations  nbt  operated  for  profit, 
and  public  and  quasi-public  agencies  for  a  number  of  rural  dev^ment  activities 
tocludmg  water  and  (damage  and  waste  disposal  facilities.  Section  102  of  the  bill 
would  preserve  this  existmg  authority,,  but  extend  it  to  provide  for  the  Jn^ing 
or  insurmg  of  loans  to  any  prospective  borrower  for  any.ruraj  communitv  de- 
rixT?^  including  t^ose  providing  employmenVfo^  as  weU  as  tiiose 

'  ftfnti^n  ^^iT^'iH^"*"^^''  farm  tenants,  farm  laborers  and  other  rural  residents. 
Section  104  would  impose  an  additional  requirement  that  loans  under  this  section 
dlvXp^nTtect"!^         "^"""^^  ^  multi.jurisdictional  planning  and 

Rfio^Hnn  ""Snfl^^*  ^"^^  Development  Projecta.  Grants  at  present  under 

IH         h^k'^^^^*^.  ^""f  ^""^  f^^  disposal  projects  This  section 

would  ext«nd^e  authority  for  grants  to  other  rural  community  development 
projects  ^^j?^^,^®  the  maximum  amount  of  grants  authorized  in  any  fiscal 
year  from  $100  million  to  $300  million.  ^  c    m  mijr  nstm 

Section  104.  Consistency  with  Comprehensive  Plans.  Existing  authority  now 
requttes  the  Secretary  to  determine,  before  making  any  grant  for  a  water  or 
waste  disposal  project,  that  the  project  is  consistent  with  planned  development 
imder  State,  county,  or  municipal  plans.  Section  104  of  the  bill  would  extend 
this  requirement  to  other  rural  community  development  projects  and  specifically 
,  require  that  for.  the  purposes  of  loans  and  grafts,  aU  proposed  proiecta  be 
consistent  with  plans  of  mulfHurisdictional  agencies  having,  jurisdiction  Wr 
the  area  in  which- the  proposed  project  is  to  b^^ocated. 

Section  105.  Definitions.  This  section —  5* 

CI)  Redefines  rural  areas  as  used  in  section  306  of  the  Consolidated  Farmers 
Home  Administration- Act  to  exclude  any  area  in  any  city  or  town  which  has  a 
population  in  excess  of  35,000  inhabitants  and  any  urbanized  or  urbanising  area 
immediately  adjacent  thereto.  Existing  law  excludes  any  area  in  any  city  or  town 
which.has  a  population  in  escess  of  5,50(r  inhabitants ;  aifd  * 

(2)^Define8  the  term  "rural  comnumity  development  projects'*  in  exactly  the 
wrntJ^  5*sed  ih  the  Administration's  Rural  Revenue  Sharing  bill.  . 

potion  106.  ReorganizcUion.  This  section  would  divide  thfe  Farmers  Home  Ad- 
mirifstration  into  a  Farm  Development  Administration-and  0  Rural  Enterprise 
and  Community  Development  Administration  and  place  these  two  Administra- 
•^ns  under  an  additional  Assistant  Secretary  of  Agriculture-7-Rural  Development 
Credit,  to  be  appointed  by  the  President  with  the  advice  and  consent  of  the  oenate. 
li ike  the  other  Assistant  Secretaries>he  would  be  compensated  at  Level  IV  xtt  the 
Executive  Pay  Schedule,  \^hich  is  currently  $38,000  per  annum.  The  administra- 
tors of  the  two  new  Administrations  would  receive  the  same  compensation  as  ttie 
Administrator  of  the  Rural  Electrification  Adminiartration.  They  would  be  in 
Level  V  of  the  Executive  Schedule  which  is  currently  $36,000  per  annum. 

Title  II — Federal  Rural  Development  Credit-  System 
subtitle  a— findings  and  purpose,  definitions 

Section  201.  Findings  and  Purposes.  This  section  makes  findings  with  respect 
to  the  importance  of  farming  and  forestry  and  the  need  of  the  farm  family  and 
the  Nation  for  healthy  rural  communities  with  adequate  community  facilities. 
It  18  the  purpose  of  the  Act  to  provide  for  the  financing  of  such  facilities. 

Section  202.  Definitions'  This  section  defines  ''Rural  Development  Credit 
eystem,  rural  area,"  "rural  development  purpose,"  'local  general  government," 
Regional  Bank,"  "region,"  ''Federal  Rural  Development  Credit  Board,''  ''Dis- 
^ict  Riffal  Development  Credit  Agency,"  "participating  institution,"  "Federal 
Rural  Development  Credit  Agency,"  "Executive* Director,"  and' "financial  • 
assistance."  .  • 
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The  term  <J'rural  area**  is  defined  as  any  area  within  a  State  or  the  Common- 
wealth of  Puerto  Rico  which  is  not  part  of,  or  contiguous  to,  any  municipality 
having  a  population  of  35,000  or  more,  but  this  definition  may  be  broadened  by 
regulation  by  the  Federal  Rural  Development  Credit  If  par  d  after  consultation 
with  the  Direc|pr  of  the  Office  of  Management  and  Budget,  the  Secretary  of 
Agriculture,  ano^tbe  Secretary  of  Housing  and  Urban  Development,  if  the  Board 
doterminea  that  such  action  because  of  opecial  circumstances  applicable  to  such 
areas  is  consistent  with  the  purpose  of  the  Act. 

The  term  'Vural  development  purpose''  means  any  public  or  private  project 
that  will  contribute  to  a  reasonable  national  growth  policy  and  to  the  enhance- 
ment of  ai^iy  rural  area  as  a  place  to  live.       *      ^       .  . 

The  Rural  Development  Credit  System  consists  oi  the  following — 

(1)  A  supervisory  Federal  Rural  Development  Credit  Agency  whose  chief 
executive  officer*  is  called  the  Executive  Director,  and  whose  policy-making  board 
isjoaU^d  the  Federal  Rural  Development  Credit  Board ; 

Vv2)  A  Federal  Rural  Development  Investment  Equcdization  Administration  to 
provide  subsidies  for  rural  development  purposes;  an,d 

(3)  the  following  institutions  which  will  make  loans  for  rural  development 
ntirposes  * 

(a)  Participating  institutions  (also  known  as  PartTcipatlng  Rural  Develop- 
ment Financial  Institutions)— Any  local  bank  or  other  financial  institution 
or  any  unit  of  local  government,  which  applies  to  be,  and  is  designated  a 
participating  institution  under  Subtitle  C;  . 

(b)  District  Rural  Development  Credit  Agencies— Any  financi^  agency  of 
a  multi-jurisdictibnal  planning  and  development  district  or  a  State  upon 
application  to,  and  designation  by  the  appropriate  Regional  Rural  Develop- 
ment Credit  Bank  under  Subtitle  D.  These  would  be  chartered  as  mstru- 
mentalities  of  the  United  States;  and  ' 

(c)  10  Regional  Banks  (also  known  as  Regional  Rural  Development 
Credit  Banks!  established  in  section  601. 

In  addition,  "cooperating  financial  institutions"  as  described  in  section  404^c) 
may  participate  in  loans  on  behalf  of  District  Rural  Development  Credit  Agencies. 

^  &lfilTITLB  B — BORBOWBBS  APJp  AVAILABILITY .6f  LOANS 

Section  301.  AvailahilUy  of  Rural  Development  CredU.  T^iis  section  provides  that 
any  borrower  for  a  rural  development  purpose  shall  be  eligible  for  the  credit 
services  of  Rural  Development  Cn^dlt  System  Institutions  serving  its  area. 

Section  302.  Eligmiiiy.  The  eUgibUlty  of  potential  borrowers  la  to  be  deter- 
mined  in  accordant  with  criteria  established  b£tjie  District  Rural  Deve  opment 
Credit  Agency  with  the  applfeval  of  the  appropriate  Bcgional  RuraL Development 
Credit  Bank  and  In  accordance  with  the  rules  and  regulations  of  theJP^tleral  Rural 
Development  Credit' Agency  and  the  policies  described  by  the  FedertU  Rural 
Development  Credit  Board.  Loans  are  restricted  to  borrowers  who  cannot  obtain 
credit  elsewhere.  ^       ....        \.  u 

Seetiori  303.  Terms  and  Candiiiona.  Loan  terms  and  conditions  are  to  estab- 
lished by  the  appropriate  Regional,  Rural  Development  Credit  B^k  subject  to 
the  tiilee  and  regulations  of  the  Federal  RurtA  Developmenf  Cfedit  Agfe^wge  (^d  the 
policies  of  the  Federal  Rural  Development  Credit  Board.        ^  "i;  , 

Section  304.  Seeunty,  The  amount  of  security  to  be  required  w^uld  be\  dftj^ 
mined  by  the  District  Rural  Development  Credit  Agency.  .       ^  .  . 

Section  306.  Required  Purchase  of  Capital  Stock.  This  section  requires  eaeh 
borrower  to  pu^rchase  stock  In  the  District  Rural  Development  Credit  Agency  in 
the  amount  of,  %  tP,  10  percent  of  the  loan  as  determined  by  the  Federal  Rural 
Development  Cr^^iit  Board. 

SUBTITLE  C — PARTICIPATING  INSTITUTIONS 

Section  401.  Deaifpiatian.  Any  bank  or  other  financial  Institution  making  loans 
In  rural  areas  for  rural  development  purposes  and  any  unit  of  local  general  govern- 
ment shall,  upon  application,  be  considered  for  designation  as  a  Farticipating 
Rural  Development  Financial  Institution  hereinafter  called  Farticipatmg 
Institution."^  .  .     ^     t  ... 

Section  402.  Functions  of  Participating  Institutums.  Participating  Institutions 

are  authorized  to-^  _  ,      '  .         .  j«a 

(1)  Borrow  from  and  make  loans  for  District  Rural  Development  Oredit 

Agencies; 


03-502  O  -  71  -  pt.  4  - 


1 


-  108 

(2)  Make  loans  guaranteed  or  insured  by  a  Regional  Rural  Development 
*     Credit  Bank;  , 

(3)  Issue  obligations  for  purchi^  by  the  District  Rural  Development  Credit 
Agencies;  and  ~ 

(4)  Perform  su<;h  other  duties  as  the  District  Rural  Development  Credit  Akghcv 
mojy  delegate.  '  "  o  ^ 

Section  403.  Endoroemertt^^y'-i^ticijaating  Inatttutiona.  Thia  section  reqUire.s 
participating  institutions  to  endorse  and  assume  full  responsibility  for  obligations 
discounted  by  them  to  the  District  Rural  Development  Credit  Agency. 

Section  404.  Purchase  of  Capital  Stock.  Borrowers  from  participating  institu- 
-tions  are  required  to  purchase  stock  in  the  District  Rural  Development  Credit 
Agency  under  which  the  participating  institution  operates  in  the  amounTof  5  to  10 
percent  of  any  loan  made  to  tljfpm  on  behalf  of  the  District  Rural  Development  ^ 
y^'^dit  Agenc3i.  In  addition,  the  institution  would  be  required  to  own  capitalsJbock 
in  the  District  I^ural  Development  Credit  Agency  in  an  amount  equal  to  one  per- 
^nt  of  the  outstanding  loans  in  whi<^h  it  has  participated  on  behalf  of  such  District 
Rural  Development  Credit  Agency,  Any  financial  Institution  making  rural  devel- 
opment loans  may,  without  designation  as  a  participating  institution,  (1)  purchase 
yotmg  stock  in  the  District  Rural  Development  Credit  Agency,  and  (2)  participate 
in  loans  on  behalf  of  such  agencv  as  a  "cooperating  financial  institution.'' 

Section  405.  Governance  of  Participating  InotituiionQ.  This  section  provides  for 
rules  and, regulations  governing  {>articipating  institutions. 
V  Section  406.  Certificates  of  Pariici^aiion.  Each  participating  institution  is  to 

receive  a  certificate  certifying  that  it  is  an  9fficial  participating  rural  development 
financial  mstitution.  Designation  of  participating  institutions  is  subject  to  approv- 
al of  the^FederflJ^Rural  Developpient  Credit  Board. 

SUBTITLE  D — DISTRICT  RURAL  DEVELOPMENT  CREDIT  AGENCIES* 

Section  501.  Designation  and  Charters.  Any  financial  agencv  of  ^  multi-jurisdic- 
tional  planning  and  development  district  of  a  State  may  upon  application  fo.'Snd 
approval  by,  the  Regional  Rural  Development  Credit  Bank  serving  its  area,  be 
designated  a  District  Rural  Development  Credit  Agency  and  chactered  as  an  in- 
strumentality of  the  United  States.  District  Rural  Develppment  Credit  Ageneies 
may  be  required  to  purchase  stock  in  the  Regional  Rural  Development  Crtjdit 
Bank  in  such  amount  as  may  be  required  by  such  Bank  as  a  condition  of  approval. 
The  Executive  Director  of  the  Federal  Rural  Development  Credit  Ag6noy  may 
veto  the  approval  of,  and  is  to  prescribe  the  organization,  management,  and  cour 
duct  of  the  business  of,  any  District  Rural  Development  Credit  Agency. 

Sections  502,  503,  and  504.  Governing  Boards  General  Corporate  Poivero,  and 
■)  \LapUal  Stock.  These  sections  deal  with  the  Boards  of  Directors,  the  general'^brpo- 
n-^ate  powers,  and  the  capital  stock  of  the  District  Rural  Development  Credit. 
Agencies.  The  number,  t«rms,  qualifications,  and  election  of  Board  Members 
would  be  in  accordance  with  State  law  atid  its  Federal  charter. 

Section  505.  Application  of  Earnings.  This  section  provides  for  the  maftpfer  in 
whmh  earnings  of  District  Rural  Development  Credit  Agencies  after  providing  for 
valuation  reserves  against  loan  assets,  shall  be  applied  t^  the  restoration  of  capital 
impairment,  establishment  and  maintenance  of  surf^us  accounts  and  stock  par- 
ticipation or  cash  distributions. 

S<;ction  506.  *oans  by  District  Rural  Develownent  Credit  Agencies.  Th\&  Sjection 
aijjhorizes  District  Rural  Development  Credit  Agencies  to  make  loans  for  rural 
development  purposes  through"  participating  institutions  or  directly  in  any  rural 
area  in  which  there  is  no  participating  institutioix  able  and  willing  to  supply  the 
credit  needs  of  the  applicant.  Loans  would  bear  interest  and  be  subject  to  Other 
t  terms  and  conditions  determined  under  regulations  prescribed  by  the  Board  of 

"  S^^^J^.^,^^  Agency  with  the  approval  of  the  Federal  Rural  Development 

Creoitt  Agency.  .  ^ 

Section  507.  Other  Services.  This  section  authorizes  each  District  Rural  De- 
velopment Credit  Agency  to  provide  technical  assistance  and  financial  related 
services  to  borrowers,  applicants  and  participants. 

^  SUBTITLE  B — REGIONAL  RURAL  DEVELOPMENT  CREDIT  BANKS 

^Section  601.  Eatablishment,  Title,  Number.  This  section  provide^or  the  estab- 
lishment of;  ten  Regionojl  Rural  Development  Credit  Banks.  i 

Section  602.  Corporate  Powers.  This  section  provides  for  the  corrorate  powPers 
of  each  Regional  Rural  Development  Credit  Bank. 
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\  Section  603.  Regional  Rural  Development  Credit  ^ank  Stock.  This  section  pro- 
vides for  the  issuance  by  the  Bank  of  variouH  clasHen  of  voting  and  non-voting 
Qfcock  and  evidences  of  inrficbtedness,  and  for  the  application  of  the  earnings  of  the 
Bank.  "  ^ 

Section  604.  Loans,  The  Regional  Rural  Development  T^Jredit  Banks  are 
authorized  to- 
il) FinaiiceTeal  or  personal  property,  working  capital,  and  oi>erating  expenses 
ia  coi^ction  with  loans  of  the  District  Rural  Development  (Jredit  Agencies  to 
finance  any  rural  development  purpose  project; 

(2)  Provide  financing  for  the  conHtruetiorr  or  improvement  of  any  rural  develop- 
ment purpose  tiroject;  and  ^ 

(3)  Insure  rural  development  purpose  project  construction  improvement  or 
expansion  borrowers  against  damage  or  casualty  loss  in  connection  with  such 
project. 

section  605.  Interent  Raieo  and  Other  Chargeo.  Financing  by  Regional  Rural 
Development  Credit  Bankh  sKall  bear  interest  and  be  on  Huch  other  terms  an  da 
oonditionB  as  may  be  determined  by  the  Board  of  Directors  of  the  Bank,  it  being 
(he  obieetive  to  provide  such  financing  at  the  lowest  reasonable  cost  on  a  sound 
businesa  basis.  ^ 

Section  606.  Eligibility.  Financing  and  insurance  provided  by  this  title  would 
*ba  made  a^^ailable  to  any  applicant  therefor  if — 

( 1)  The  application  is  endorsed  bv  the  multi^jurisdictional  governmental 
planning  afra  development  district,  if  any,  established  by  the  legislature  or 
Governor  of  the  State  certifying  that  the  proposed  project  is  consistent  with  the 
current  comprehensive  development  plan  for  such  district; 

(2)  The  applicant  demonstrates  that  the  project  will  not  result  in  the  geographic 
transfer  of  employment  or  business  activities  now  provided  by  the  applicant; 

(3)  The  applicant  demonstrates  that  he  has  been  unable  to  obtain  needed 
financial  assistance  from  other  private  or  public  t\ourers  at  reasonable  rates  and 
conditions;  m 

(4)  The  applicant  demonstrates  that  he  can  meet  the  scheduled  payments;  | 

(5)  The  applicant  demonstrates  that  the  project  will  operate  primarily  in  a 
rural  area  for  the  benefit  of  rural  residents  ana  promises  to  make  a  net  increase  iti 
number  of  jobs,  quality  of  life,  or  median  family  income  in  the  rural  areas  served; 

(6)  The  applicant  demonstrates  and  certifies  that  neither  the  project  nor  its 
personnel  or  employees  will  be  .used  for  the  purpose  of  engaging  the  religious  or 
partisan  political  activities. 

Seetion  607.  Security.  Loans  are  to  be  secured  by  the  best  security  available 
and  by  the  endorsement  of  the  appropriate  District  Rural  Development  Credit 
Agenoy  and  participating  institution. 

Section  608.  Services  Related  to^ Borrowers^  Operations-  This  section  authorizes 
the  Regional  Rural  Development  Credit  Banks  to  provide  technical  assistance  to 
Biatriet  Rural  Development  Credit  Agencies,  participating  institutions,  loan 
applicants,  and  other  financial  institutions  in  rural  areas. 

Heetior>^.^609.  Loano  Throunh  Agencies,  Participating  Institution.  The  Regional 
Rural  Development  Credit  Banks  are  to  make  financial  a.ssi9tance  available  to  * 
eligible  bon'owers  through  District  Rural  Development  Credit  Agencies  and 
)artieipatihg  institutions  in  the  area  served  by  such  .bank.  If  no  District  Rural 
development  Credit  Agency  or  participating  institution  is  available  to  handle  the 
application,  the  bank  may  make  the  loan  through  any  other  financial  institution 
or  directly  to  the  borrower.  The  applicant  shall  purchase  stock  of  the  bank  in  an 
amount  equal  to  not  less  than  $5.00  and  not  more  than  $10.00  for  each  $100  of  the 
loan  proceeds. 

Section  6jO.  Elioxbiliiy  of  Financial  Insiitutiono.  (^hc  eligibility  of  any  financial 
institution  to  receive  or  handle  loans  for  any  Regional  Rural  Development  Credit 
Bank  Is  to  be  determined  by  such  bank  on  the  basis  of  an  application  and  in  accord- 
ance with  criteria  established  by  the  Rural  Development  Credit  Agency  under 
rules  and  regulations  of  the  Rural  Development  Credit  Board.  Such  institutions 
shall  be  eligible  to  borrow  from  such  Regional  Bank. 

Section  611.  Boards  of  Director^}.  This  section  provides  for  a  l2-member  bi- 
partisan Board  of  Directors  for  each  Regional  Rural  Development  .Credit  Bank. 
Different  methods  are  provided  for  their  appointment  depending  upon  the  amount 
of  stock  in  the  bank  held  by  the  Executive  Director.  The  Board  would  elect  a 
chivirman  from  among  its  members  and  would  elect  a  President  who  would  be  an 
ex-of!5eio  member  of^the  Board  and  such  other  officials  and  employees  as  may  be 
required  for  the  necessary  and  effective  operation  of  the  bank.  Members  would 


ERIC 


.  •  110 

mSre\hii°S7  te^^lt^  spent  in  the  performance  of  their  official  duties,  but  aot 
more  tnan  57,500  in  any  year.  A  Board  member  who  was  an  dfflcial  of  the  United 
States  or  of  any  State  would  not  receive  pay.  ^ 
612.  CopitoiMoiMm  0/  Reqionaf  Rural  Deoehvment  Credit  Banks  Thk 

f  ank  toZue  itrn,^'*'  t^'f Regional  RralDeCrpment  CrTSh 
Kl  ni^o^^J  P'"^"*^.?'^^  °'  the  amount  of  outstanding  capit4^  stock  of  the 
m^&eTtX^'S*^'!'^*  ^y'J?"  determined  by  the  FeSeraTRurll  Develoj! 
^.^nt  if  !k  ^®  Executive  Director  is  authorized  to  purchase  lion-votiM 

stock  ia  the  same  amount  the  Bank  is  authorized  to  issue  "on  voung 

nJ^;^"^/?^  Oocemanco  of  Policies;  Programs  and  Procedures  of  Regional  Rural 
ZZ^TJ^UnJfVt^-  ^^-^l  Development  Cridit  Board  i^To 

Detelonmehl^rt  ^'^^  programs  and  procecAires  of  the  Regional  Rural 

hold^  8toXn2?^^*nf^»'*»'{f*"K«  '^^  P^""**      ^^"^       Executive  Director 

R«o>mW  ff^L^^^  Purchased  by  Executive  Director,  Retirement,  Franchise  Tax 
rT^uiT?,/?'^-.™^  ^t."**""  authorizes  the  Executive  Director  on  behalf  of  the 

^o»H=  f  K  P  such  tMk  iMUgurate  lending  operations,  or  meet  emergency  oreSt 
needs  of  borrowers.  The  Executive  Director  may  require  the  baXto  retirS  ?Ws 
^^?,.ph'}^"^^^'      ^  resources  avaUable  and  the  n«ed  for  such  invitmerit  s 

in  l^e  bi^L'^JhLu  ''T  '""^V^^  ^•^"^  ^xeouti^e  Directorhold^ stock 
in  tne  Dank,  llie  bank,  after  makmg  proiHs  on  tOr  reserve  and  surolua  funds  ns 

t'°the  lower  or  a?2®^°^'^'  K"^  '?  ''''  .U"ited  Stati'  rf?aSrtix"etu^ 
tS«  ftvi™!  2    ^  ii^  percent  of  its  net  earnings,  or  2  a  rate  of  return  baseS  on 

St«tl  n.nfth«"      h  •"^"^u*  °"  P^b""  d*bt  issues  of  the  United 

SlatM  and  the  number  of  davs  such  stock  is  outstanding  during  the  year 

TW»1'^.1„®^^-  «»«'?'="P'i««>  <A«  United  Stat^  of  Initfal  and  AMitS  Capital 
This  section  authonze^the  Secretary  of  the  Triasury  to  deposit  any  money  iSthe 
"Det^irment  rt'STr^f  '""^  ^^Porlry  use'J,f  any^^e^ona^l  R^al 

rA^rih^r^S  »        *  interest  at  a  rate  not  exceeding  the  current 

S^o&1a°  P°*''^',®'1J'^"'°^"*  '^^P'^'^  °'  5  P^'O^"*.  whichever  is  lower 
ti^s^i.    M-^'"""*'^  l'?^*  ^^'^■^res  and  Oth^  Obliga- 

hZoJ^  Jf"*'""  each'Re^onaLRural  Development  Credit  Bfink  to 

borrow  money  in  such  sums  as  it  may  determine 

f.^'^^^uJ^l-  ^"T^'^^-  of  Obligations,  Collateral.  This  section  Umits  the  long 
term  obhgations  of  Regional  Rural  Development  Credit  Banks  to  twenty  times 
the  capital  and  surplus  of  all  the  Regional  tfanks  primarily  Uable  thereoror  S 
bTtlXZ'  '^"'^  Developmen?  Credit' SncySVtlbHsh 

1  bank  is  to  maintain  free  from  any  Uen  or  other  pledge  notes  representinn 

^dlirmfr^ti'w*''"  °'  "bUgations  oFthe^uSsE,  "the? 

readUy  marketable  securities  or  cash  in  an  aggregate  value, equal  to  the  total 

^^"^  theTganlc  is  primarUy  liable. 
I  r  ^K,-  ^"^'^y  of  Banks.  Each  Regional  Rural  development  Credit  Bank 
ThPr  «  il^^L'i  °^  obhgations  and  for  interest  payments  on  ob%atioM  of 

^n^^H  hf^"?^  R"',^  Development  Credit  Banks.  In  addition  each  sSch  Bank 

manf     ifTt^)"  P""^'""  °'  consoUdated  obUgations 

ntiade  on  its  behalf  and  jointly  and  severaUy  Uable  for  the  payment  of  any  addi- 

Zkt  nT  r^^"^  "P°"        ^^'•^"^l  Development  Credit  Agency  to 

Section  Finance  Committee.  This  section  provides  for  a  finance  committee 
hT^L^  °L'^^  Presidents  of  the  Regional  Rural  Development  Credit  S  to 
seveS^a  ""T*'  «"^t"ri"«s.  rates  of  interest  ao^  participation  by  the 
several  Banks  in  each  issue  of  joint  or  consoUdated  ObUgations. 
nn^f  fho  tM^K^T*'  ,*'/.'«'«?''»^-.  ^^""^  and  other  similaf  obUgations  issued 
Tat  v^i  .  «"t»»°"ty  Of  title  shaU  be  lawful  investments  foi-  a  fiduciary  and 
may  be  accepted  as  security  for  all  pubUc  deposits  "uuumrj-  uuu 

n„Ho?lw,®lV  fey  Federal  Reserve  System.  ObUgations  issued 

8v8tem?^nH  AnTh^  ^^  bought  and  sold  by  any  member  of  the  Federal  Reserve 
n^^Tko  the^ame  extent  and  subjecj;  to  the  same  Umitations  as  are  placed 

se'^don  14^?.f?K  S'  8t«*«' «o"°ty.  district  and  municipal  bonds  under 

ftentinn  ftoo  P**^  by  "^"y  Fe'le™!  Reserve  Bank, 

mpnt  r~J?»  B  »»<' So«e  0/  Obligations.  Each  Regional  Rural  Develop- 

ment  Credit  Bank  may  purchase  its  own  obligations  and  the  obUgations  of  anV 
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other  Buoh  bAnk  and  may  jprovide  for  the  sale  i>f  obligations  issued  by  it  or  issued 
iointly  with  one  or  more  ather  such  banks.  The  sales  agency  of  the  Farm  Credit 
Svstom  is  to  be  utilised  on  a  reimbursable  basis  for  the  purchase  and  sale  of  these 
obligations. 

.  Section  623.  Fiscal  Agency.  Thi^  section  provides  f6r  fiscal  agency  to  be  estab- 
lished^by  the  Regional  Rural  Development  Credit  Banks  to  carry  out  such  of 
their  ftitnotions  relating  to  the  issuatoe,  marketing  and  handling  of  obligations  as 
«   may  bo  required. 

Section  o24.  Merger  oj  Similar  Banks.  This  section  authorizes  merger  of  Re- 
gional Rural  Development  Credit  Banks  upon  approval  of  the  majority  of  their 
atookholders  and  the  Federal  Rural  Development  Credit  Agency. 

Seetion  625.  Board  of  Directors  for  Merged  Bank.  The  board  of  directors  for  a 
mer^d  bank  shall  be  composed  of  directors  elected  by  the  boards  of  1|he  banks 
being  merged;  but  the  bylaws  of  the  merged  bank  may,  with  the  approval  of  the 
Federal  Rutal  Development  Credit  Agency  and  subject  to  rules  and  regulations 
established  by  the  Federal  Rural  Development  Credit  Board  provide  fof  a  different 
number  of  directors,  selected  in  a  different  manner. 

Section  026.-  Voluntary  Liquidation^  Insolvency.  This  section  prohibits  any  in- 
stitution of  the  system  froin  going  into  voluntary  liquidation  without  the  consent 
of  the  Federal  Hural  Development  Credit  Agency  and  for  appointment  by  the 
Executive  Director  of  a  conservator  for  any  Regional  Rural  Development  Credit 
Bank  which  become^  insolvent. 

SUBTITLE  F  FEDEBAL  RURAL  DEVELOPMENT  CREDIT  AGENCY 

Section  701.  Federal  Rutal  Development  Credit  Agency.  ExeeiUitie  Director.  This 
secj[.ion  establishes 'an  independent  agency^ to  be  known  as  the Federal' Rural 
^  Development  Credit  Agency  to  be  h6a4^d  by  an  Ei^ecutive  Director  and  to  be 
responsibl^or  carrying  out  the  programsprovided  for  in  this  title*. 

Section  702.  Appointment  of  Executive  Director ^  Salary  and  Expense  Allowance. 
Tlie  Executive  director  Ls  to  be  appointed  by  the  Federal  Rural  Development 
Credit  Board/  except  that  during  any  period  in  which  he  holds  stock  In  any 
Regional  Rural  Development  Credit  Bank  his  appointment  shall  be  subject  to 
approval  by  the  President  and  he  shall  serve  at  the  pleasure  of  the  President.  His 
compensation  would  be  fixed  at  the  rate  prescribed  for  positions-in  level  IV  of  the 
Executive  Pay  Schedule  which  currently  is  $38,000  per  an^m. 

Section  703.  Compliance  with  Board  Orders.  The  Executive  t)irector  is  to  carry 
out  the  policies  of  tne  Federal  Hural  Development  Credit  Board. 

Section  704.- Rural  Develdpment  Credit  OrganizcUion.  The  Executive  Director  is 
authorized  to  appoint  and  employ  personnel. 

Section  705.  ISeal.  This  section  provides  for  a  seal  of  the  Federal  Rural  Develop- 
ment Credit  Agency  to  be  adopted  by  the  Executive  Director  and  to  be  judicially 
noted*. 

Section  706.  Administrative  Expense.  This  section  authorizes  the  Federal  Rural 
Development  Credit  Agency  to  make  necessary  expenditures  for j)roper  adminis- 
tration of  the  Act. 

Section  707.  Allocation  of  Expenses.  This  section  provides  for  the  assessment  of 
the  institutions  of  the  system  for  their  appropriate  share  of  the  cost  of  adminis- 
tering this  title.  During  the  first  five  fiscal  years  of  operation  appropriations  would 
be  authorized  to  augment  such  assessments.  At  the  end  of  each  fiscal  year,  the 
Agency  would  redetermine  the  appropriate  assessment  for  each  institution  and 
appropriate  adjustments  would  be  made. 

Section  708.  Enumerated  Powers.  This  section  enumerates  the  powers,  functions 
and  responsibilities  of  the  Federal  Rural  Development  Credit  Agency.  In  general 
they  provide  for  the  supervision  and  direction  of  the  system.  They  include  pro- 
visions for  modifying  the  territory  of  any  Regional  Rural  Development  Credit 
Bank,  issuing  Federal  charters  for  institutions  of  the  system,  and  making  invest- 
ments in  stock  of  the  institutipns  of  the  s3^tem  out  of  stock  subscribed  by  the 
Secre^ry  of  the  Treasuiy,  andHrequiring  the  retirement  of  such  stock. 

S^tion  709.  Special  Powers^  This  provision  authorizes  the  Federal  Rural 
Development  Credit  Agency  to  purchase  or  sell  any  obligation  of  a  State  or  local 
go^/emment  issued  wholly  or  partly  to  finance  any  rural  develdpment  purpose 
project,  faciitty  or  service;  otherwise  finance  any^ch  project;  facility  or  service; 
or  make  loans  to  facilitate  economic,  physical  and  social  development  in  rural 
areas.  *  * 
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_  Section  710.  Technical  AQdiatance.  This  section  requires  «the  Federal  Rural 
Development  Credit  Agency  to  employ  personnel  qualified  in  a  number  of  specific 
fieldG  related  to  the  agenc/s  activities/and  to  givl,  or  provide  for  givinVnecesl 
B&xy  technical  aasistance  to  applicants  for  assistance  under  this  title 

Section  711  Delegation  6/  Dutieo  and  Powero  to  Inotttutiono  of  the  System.  Wh 
section  authorizes  the  Federal  Rural  Development  Credit  Agency  to  de  ecate 
to  any  Regir,nal  Rural  Development  Credit  Bank  or  any  Distfif^Ruroi  DeveW 
n/JliH^  .  *  .1^^""^  r^.V^  ^^^^  to  such  hank  or  agencyrand 

'   V^l^l^t^^^^^^^^  ^">-  institution  of  the  ^iur^' 

Section  712.  Agreemenla  for  Sharing  LoaSeo.  This  section  authorizes  the  Federal 
Rura^  Development  Credit  Agency  to  enter  inU,  agreements  with  Regiona 

t^pJ^fn?nr''°'"^'H*-^r'^'  .^"^"'"u^"  "nf  losses  on  secuKtlTheld 

therefor  or  acquired  in  liquidation  thei^of.     .  '  • 

Section  713.  Firal  /.ien.,The  Federal  Rural  Development  Credit  Agency,  the 

Regional  Rural  Deveh.pment  Credit  Banks,  the  District  Rural  DevehSp^r^ient 

L,,  J)  1^^??"^^""'^  participating  institutions  are  .-ach  given  a  first  lien  on  stock 

sl,^f„/  ^^^^  ^^^'''P*  '"■''1  ''>■  th<>  Executive  Director  or  the 

aryTu''ch',^Uty^^rtiU^^^^  stockholder  to 

L  SUBTITLE   G— |.|!,i>EKAL  RURAL  DEVELOPMENT  INVESTMENT  EQUALIZATION 

y  ADMINISTRATION 

■  ^"^ectioh^OL  Findings  and  jfolicy.  This^section  finds  that  incefiti v^payments 
are  needed  for  rural  community  development  and  declare"^  it  to  be  the  noli c/v  of 
Congress  to  carry  out  a  program  of  siich  pavments.  *  ^ 

..^n^vT  ^02.  W^r^me^rii  in  rtya/  ^^^^  This  section  provides  for  t"he 

establishment  by  the  Federal  Rural  Development  Credit  Board  of  a  Federal 
-  Rural  development  Investment  Equalisation  Administration,  independent  of 
the  Federal  Rural  Development  Credit  Agency  and  Regional  Rural  Develop, 
ment  Credit  Banks,  to  carry  out  programs  of  interest  supplements  and  capital 
augmentation  payments.  -  >  ^h**-"*^ 

Section  803.  AdminiGtrator.  The  Rural  Development  Investment  Equalization 
Administcation  would  be  headed  by  an  Administrator  appointed  by  the  Federal 
Rural  Development  Credit  Board,  except  that  during  any  period  that  the  f:^ecu- 
tive  Director  holds  any  stock  in  any  of  the  Regional  Rural  Development  Credit 
Banks,  his  appointment  would  be  subject  to  the  approval  of  the  President  and 
he  would  serve  at  the  pleasure  of  the  President.  He  would  be  compensated  at 

Spitiyn^'aftA   p ''Tn^'S^^^  Schedule,  which  currently  is  $38,000  pc^r  anuum. 

Section  804.  Rural  Development  Interest  Supplemento,  Eligibility  and  Amount 
Any  borrower  of  any  institution  of  the  Federal  Rural  Development  Credit  System 
wnp  cannot  pay  frorm  project  earnings  in  any  fiscal  year  the  full  amotint  of  the 
annuannterest  6n  his  loan  shall  be  eligible  to  receive  at  the  end  of  such  fiscal  vear 
an  interest  supplement  equival^t  to  the  amoupt  by  which  the  interest  dtie  exceeds 
the  greater  of  (1)  the  amount  T^ich  can  be  paid  from  project  earninff.s,  or  (2)  one 
percent  of  the  loan.  ^  ^'  uut^ 

Section  805.  ftura/  Development  Capital  Augmentation  Payments,  Eligibility  and 
Amount.  \ny  borrower  or  person  eligible  to  borrow  from  any  institution  of  the 
Rural  Development  Credit  System  who  has  constructed  or*  acquired  improve- 
ments ih,  real  property  and  necessary  equipment  and  working  capital  to  establish 
and  operate  a  new  or  expanded  rural  community  facility  or  service  mav  applv  for  a 
Rural  Development  capital  augmentation  payment.  The  amount  of  anv  such  pay- 
ment  shall  not  exceed  the  current  discounted  value^of  the  amount  by  which—  * 
exceeds^  amortization  payment  actually  due  on  any  indebterfposs 

*(2)  The  annual  amortigprfion  payment  that  could  be  made  out  of  earnings  from 
prudent  operation  of  the  project. 

Section  806.  Supervision  by  Farm' Credit  Administration.  Investigating  account- 
ing, and  administrative  auditing  services  of  the  Farm  Credit  Administration 
would  be  utilized  on  a  reimburseable  basis  by  the  Federal  Rural  Development 
Investment  Equalization  Administration  and  the  Federal  Rural  DeveloDment 
Credit  Agency.  ^ 
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Section  807.  Examination  of  Bqpko  of  Account.  Aa  a  condition  of  approval  of  any 
application  the  applicant  would  be  required  to  keep  his  books  of  account  open  at 
all  times  for  examination  by  the  Farm  Credit  Administration  and  the  General 
Accounting  Office. 

^         .  SlrpTITLE  n—^EUmAL  JU'ttAL  DFTVKLOPM E.NT  CREDIT  BOABD 

Section  901.  Federal  Rural  Development  Credit  Board.  This  section  creates  a  bi-^ 
partisan  Federal  Rural  Development  Credit  Board  composed  of  17  members. 
Fifteen  members,  each  from  a  different  State,  would  be  appointed  by  the  President 
\vith  the  advice  and  con.sent  of  the  Senate.  Orte  member  would  be  the  representa- 
tive of  the  Secretary  of  Agriculture  on  the  Firm  Credit  Board,  and  one  member 
would  be  the  Governor  of  the  Farm  Credit  Administration.  The  Executive  Direc- 
tor and  the  Administrator  of  \the  Federal  Rural  Development  Investment  Equali- 
zatiop  Administration  would  be  ex-officio  members. 

Appoiifted  members  would  serve  for  terms  of  six  years  except  that  in  cose  of 
the  first  mem][>cr5  appointed,  six  would* be  appointed  for  terms  of  six  years,  six 
,woul(}  be  appointed  for  terms  of  four  years,  and  three  would  be  appointed  for* 
terms  of  two  yea/b.  Appointed  members  would  receive  $200  per  day  for  not  more 
than  75  days  of  Aieetings  each  year. 

Section  902.  f*owero  of  the  Board.  The  Board  would  establish  the  general  policy 
for  all  institiitiona  of  the  Rural  Development  Credit  System.  • 

Section  903.  Indirect  Participation  by  Private  Financial  Sources.  The  Board  is 
authorized  on  belialf  of  the  Regional  Rural  Development  Credit  Baaks  and  the 
other  institutions  of  the  System  to  issue  bonds,  debentures  and  other  obligations, 
buy  an4  Bcll^ceprities  it  has  issued  or  guaranteed,  invest  funds  not  needed  in  its 
financing  operations  in  such  property  as  the  Board  may  determine,  and  guarantee 
securities  in  which  it  has  invested  tor  the  purpose  of  facilitating  their  sale.  The 
Board  would  utilize  on  a  reimbursable  basis  the  security  selling  agency  services 
of  the  J'arm  Credit  System. 

The  Secretary  of  Agricultute  would  be  authorized  to  guarantee  the  obligations 
issTiediji-^e  Board  on  behalf  of  Regional  Rural  Development  Credit  Banks. 
The  full  faith  and  credit  of  the  United  States  is  pledged  to  the  payments  of  all 
amounts  so  guaranteed. 

Seotion  904.  Federal  Payments  to  the  Board.  With  respect  to  such^amomits  of 
Joans  oC  the  Regional  Rural  Development  Credit  Banks  as  may  be  specified  in 
appropriation  Acts,  the  S^retary  of  the  Treasury  is  authorized  to  make  and  to 
contract  to  make  annifal  payments  to  the  BOord  in  such  amounts  as  are  necessary 
to  \l)  reimburse  the  Federal  Rural  Development  Investment  Equalization  Admin- 
istration for  needed  interest  supplements  and  rural  capital  augmentation,  and 
(2)  subscribe  to  stocks  of  Regional  Q.ural  Development  (Jredit  Banks  that  may  be 
tendered  by  the  Board.  ^ 

Section  905.  Federal  Insurance  of  Obligations  to  the  Board.  This  section  author- 
izes the  Secretary  of  Agriculture  to  insure  any  obligation  insured  or  purchased 
by  the  Board.  Fivp  million  dollars  is  authorized  to  be  appropriated  as  initial 
capital  for  a  revolving  fund  to  be  used  to  carry  out  such  insurance.  All  premiums 
\  charged  for  such  insurance  would  be  depsoited  in  the  fund.  In  carrying  out  his 
functions  under  this  title,  the  Secretary  would  have  the  same  functions^^owers 
'  and  duties  ^  under  the  Consolidated  Farm  and  Rural  Development  Act,jjand  such 
sums  are  authorized  to  be  appropriated  to  the  Secretary  for  the  ^Agricultural 
Credit  Insurance' Fund  as  may  be  necessary  to, carry  out  his  responsibilities  under 
this  title. 

SUBTITLE  I — GENERAL  PROVlSIofiS 

Section  1001.  Financial  and  Other  Supervioiqn.  The  Rural  Development  Credit 
Systetn  "would  be  subject  to  the  supervision  of  the  Farm  .Credit  Administration 
'  with  respect  to  all  procedures  relating  to  financial  obligations,  including  audits, 
and  would  be  subject  to  the  supervision  of  the  Administrator  of  the  Rural  Enter- 
prise and  Community  Development  Administration  with  respect  to  the  appraisal 
of  real  and  personal  property  for  security  purposes. 

Setrtion  1002.  Examinations  and  Reports^  Audits.  This  section  provides  for  exam- 
"inations  and  audits  by  Farm  Creoit  Administration  examiners  and  General 
Accbunliing  Office  auditors,  and  reports  to  Congress  by  the  Farm  Credit  Admin- 
stration  and  the  Federal  Rural  Development  Credit  Board. 
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Section  1003.  Canditiona  of  Other  Banka  and  Lending  InatUuiiona.  The  Comp- 
ti^n  Currency  is  required  upon  request  of  the  Farm  Credit  Administra- 

'  ri^u  Q^^^  use  of  any  institution  of  the  Rural  Development 

n^i^na^^K  t "formation  he  may  feave  relating  to  the  financial  condition  of 
national  banks  through  which  such  institution  makes  loans;  and 

(2)  Make  such  further  examination  as  may  be  agreed  of  organizations  through^ 
which  such  mstitution  makes  loans. 

Section  1004.  Canaeni  to  the  AvailMlUy  of  Reporta  and  to  Examinations  This 
f^nnJ°«  ^'^^'^f^^V^^^?''^^';°  seeking  discount  privUeges  or  delegated  powers 
[f^  Fa^^liu*  ^"f Development  Credit  System  to  consent  to  exami^tion 
.LZT^  ^^^^^  case  of  State  banks,  trust  companies  and 

eavmgs  o^ociations,  topemiit  Stat«  authorities  to  furnish  reports  of  their  examina- 
tions upon  request  of  the  Farm  Credit  Administration.  tix«.rexamma 

nr  n^^lZni^A  i^  ^^"^4^^^  J ^^tUutiona  Receiving  Loana  or  DepoaUa 

Hon  ^  ^'^n'-^^^/^'r^'P?  authorizes  various  agencies  to  furnish  informo- 

ment  Credit  S^tete       Admmistration  or  any  institution  of  the  Rural  bcvelop- 

(^2f2!i.^^yl?P^;J^^^^  Each  institution  of  the  Rural  Development  Credit 
&  the  purposes  of  jurisdiction  be  deemed  to  be  a  cl^zen  of  the 

located  °  Columbia  In  which  its  principS^cc  is 

Section  1007.  State  Legialatian.  This  section  authorizes  the  Federal  Rural 
Development  Credit  Agency  to  declare  dbligatfions  or  securities  to  be  ineligible  as 

.    7^^^"^  applicable  to  such  obligations 

provides  insuffieient  p^^otection  in  the  event  of  default 

Section  IQpS.  Tax  Exemption.  ^  Federal  Rural  Development  Credit  Board, 
the  Rwonal  Rural  Development  C^it  Banks,  and  the  District  Rural  Develop! 
ment  Credit  Agencies  M-e  to  be  exempt  from  Federal,  Stat*,  and  local  corporate 
income  taxes  and  from M  other  Federal,  State,  and  local  taies,  except  that--  , 

(1)  Their  real  and  tangible  personal  property  shaU  be  subject  to  Federal,  State, 
and  local  taxation  to  the  same  extent  according  to  its  value  as  other  simila^ 
property  held  by  other  persons; 

(2)  The  income  from  any  obligations  purchased  by  them  from  any  Federal  or 
State  governmental  or  tjuasi  governmental  body  and  from  obligations  issued  by 
them  shall  be  subject  to  Federal,  State,  and  local  taxation  to  the  same  extent  ^ 
tne  Income  or  obligations  of  private  corporations  are  taxed;  and 

(3)  The  Regional  Rural  Development  Credit  Banks  are  liable  for  the  franchise 
tax  provided  for  in  section  614  of  this  Act. 

Section  1009.  Nature  of  Obligatiana.  AU  obligations  issued  by  the  Federal  Rural 
Ueyelopment  Credit  Board  or  Regional  Rural  Development  Credit  Banks  shall 
be  lawful  m vestments  for  all  fiduciaries. 

Section  1010.  Compenaaiion.  This  section  amends  tiUe  5  of  the  United  States 
Pa  Executive  Director  of  the  Rural  Development  Credit  Agency 

il^  the  Administrator  of  the  Rural.  Development  Investment  Equalization 
Administration  in  Level  IV  of  the  Executive  Schedule  which  currenUy  is  $38  000 
ner  annum,^and  to  place  the  Deputy  Executive  Director  of  the  Rural  Develop- 

«Qft°Ln'*®^^  ^^""^  ^  Executive  Schedule  which  currently  is 

5ou,0UU  per  annum.  i>    ►  I 

Section  1011.  5epara6t7%.  This  section  provides  that  if  dny  provision  of  the 
Act  IS  held  invalid,  the  remainder  of  the  Act.shall  not  be  aflfected  thereby 

Section  1012.  Reamaiion  of  Right  to  Amend  or  Repeal.  This  section  reserves  the 
right  to  alter,  amend,  or  repeal  any  provision  of  the  Act. 

Section  1013.  Appropriations^  This  section  authorizes  the  appropriation  o'— 

(a)  $2^  million  annually  for  not  to  exceed  10  years  for  the  purchase  of 
capital  stdok  in  the  Regional  Banks  by  the  Fecleral  Rural  Development 
Credit  Agency;  .  ^ 

(b)  $300  million  annuaUy  to  the  Federal  Rural  Development  Investment 
EquWization  Administration  for  interest  supplements  and  capital  augmenta- 
tion payments;  and 

(c)  Such  additional  sums  as  mav  be  necessary  without  fiscal  year  limitation 
to  carry  out  the  purposes  of  the  Act. 
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CONGRESS  1  >l  O  O 

to  Session  1  40«5 


IN  THE  SKNATE  OF  THE  UNITED  vSTATEFto 
Jfne  8,mi    '       .  » 

Rofi^rfcd  to  the  Committ<>i>  tw  A^jrriruUure  and  Forestry  and  ordetvd  to  be 
<»  prints 


AMENDMENTS 

Intended  to  be  proposed  by  Mr,  Peabson  to  8.  1483,  a  1^1 
to  further  provide  for  the  farmer-owned  cooperative  sysNj 
tem  of  njftking  credit  available  tx)  fanners  and  ranchers 
and  their  cooperatives,  for  rural  reside^s,  and  to  asso- 
ciations and  other  entities  upon  which  ferming  operations 
are  dependent,  to  provide  for  an  adequate  an4  flexible  - 
flow  of  money  into  rural  areas,  and  to  modernize  and  con- 
solidate existing  farm  credit  law  to  meet  current  and  fu- 
ture rural  credit  needs,  and  for  other  purposes,  viz: 

1  On  page  2,  line  24,  insert  ''the  Rural  Community* De- 

2  v^lppment  Bank/'  immediately  after  ^'cooperatives,''. 

Amdt  No.  153 
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On  im^v     line  13,  strike  out  "4/10**  nnd  ii^vert  in  lien 
2   thereof  '  o.lO". 

4  thereof  ^^o.O". 

5  On  p^e  20,  line  24,  strike  out  **4.10^^  nnd  insert  in  lien 

6  thereof  "5.10".  ^^v^  * 

J         On  p«ge  25,  line  ll^ike  out  **4.0"  nnd  insert  in  lieii 
^   thereof  "5.0". 

•        «  ."  ^ 
9  ^      On  pnge  33,  line  8,  strike  out  "4.0"  and  insert  in  lieu 

10  thereof  "5.0". 

11  On  pngQ  37,  line  7,  strike  out  "4.0"  and  in.sert  in  lieu'  ' 

12  thereof  ."5.0-1  \ 

13  On  page  51,  lino  22,  strike  out  "4.10"  and  insert  in 
1*   lieu  thereof  "5.10".  "  * 

On  page  55,  line  8,  strike  out  "5.1  (b)  and  (c) ,  5.4,'    '  " 
1^   5.5,  and  5.6"  iin-d.„insert  in  lien  thereof  "6.1  (l))'-  nnd  (c) ,'  - 
1"^    6.4.  6.5,  and  6.6".  *  ' 

}^         On  page  57,  lino  12;  strike  out  "4.0"  and  insert  in  lien' 
19   thereof  "5.0". Jl^         ^      .  . 

.20         On  page  63.  line  16,«  strike  out  "4.0"  and  insert  in  lie\ 

21  thereof  "5.0",  ' 

22  On  page  (55,  line  22,  strike  out  "4.0"  and  insert  in  lien  ' 

23  thereof  "5,0". 

24  On  page  69,  between  lines  7  and  8,  insert  a  hew  title 

25  as  follows:  • 
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1  "TITLE  IV^RURAL  COMMUNITY  DEVELOP- 

2  MENT'BANK 

3  ''findings  and  purpose 

4  "Si'X'.  4.0.  The  Congress  finds  JjjS^at  there  is  an  urgent 

5  need  fur  the  development  and  redevelopment  of  many  rural 

6  eommunities/ of  the  Nation,  that  the  developm%it  of  the 

7  economy  of  sucli  communities  is  essential  to  maintenance  of 

8  a  stable  and  consistent  economic  level  of  the  Nation,,  that 

9  »uch  development  would  aid  in  reducing  the  necessity  of, 

10  migration  to  metropolitan  areas  and  in  achieving*  a  lu*9ader 

11  geographical  distrilmtion  of  the  Nation's  growing  population, 

12  that  such  development  can  be  aid^d  by  the  establishment  or 
1^  expansion  of  connnercial  or  industrial  enterprises,  and  public 

14  and  related  private  services  and  facilities,  that  the  financing 

15  of  such  undertakings,  in  addition  to  financing  presently 
16,  available^  is  needed  for  such  community  development,  and 

17  ^thatt  the  capital  needs  for  investment  in  rural  development 

18  are  too  great  in  total  and  too  large  in  individual  amounts  to 

19  be  met  in  full  by  existing  institutions.  * 

20  *'It  is  the  purpose  of  this  title  to  accelerate  rural  devel- 

21  o.()ment  in  (Jbe  Nation  by — , 

22  '  "  (1)  assi^ing  in  tlie  economic  development  of  rural 

23  communities  which  can  provide  additional  economic 

24  *  opportmiitics  and  aid  in  the  reduction  of  outmigration, 

25  r  ,y  providing?  fiuiuii'UU  assistance  for  the  estaJ)lishn)  'nt 
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1  ani  impfOvement  of  commercial  and  industrial  facilities, 

2  supporting  public  and  private  development  facilities  in  or 

3  nccejisible  to  such  communities,  and  housing  necessarily 

4  related  to  the  undertakings  financed  under  thi«  title;  ^ 

5  ''(2)  'stimulating  private  investment  in  such  facili- 

'7  "  (sF)  seeking  to  bring  together  investment  oppor- 

8  tunities,  public  and  private  capital,  and  capable  manage- 

9  ment; 

"  (4)  providing  technical  and  other  supportive  assist- 

11  ance  to  aid  in  such  economic  development;  and 

12  "  (5)  seeking  to  achieve  these  purposes  primarily  l)y 

13  the  application  of  the  financial,  management,  and  techui- 

14  cal  assistance  resources  of  the  private^seotor. 

"definitions 
16        "Sec.  41.  As  used  in  this  title— 

1'^  .       "fl)   The  term  'commercial  and  industrial  facility' 

18  means  a  fixed  place  of  business,  in  or  from  which  a  manu- 

19  facturing,  processing,  assembling,  sales,  distribution,  storage, 

20  service,  or  constniction  business  is  carried  on,  including  but 

21  not  limited  to — 

22  (A)  an  ^ffice  building  or  place  of  management,  ' 
"  (B)  a  factory,  plant,  laboratory,  Service  cent^,  or 

2^         other  workshop, 

^'^  "  (0)  a  store  or  sales  outlet. 
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1  "  (D)  a  storage,  transportation,  or  shipping  facility, 

'2r  mi 

3  any  combination  thereof.  ^ 

4  "(2)  TJje  term  'supporting  private  and  public  develop- 
T)    ment  facility'  menus  au  element  of  infrastructure,  including 

recreational  and  cultural  facililies^^pically  developed  aud 

owned  by  a  pul)lic  agency  or  private  utility,  or  other  service 
«   or  facility  made  available  to  the  public  which  is  necessary 

to  support  economic  development  activities  under  this  title. 
10  The  term  'housing  necessarily  related'  means  hous- 

^11  ing  of  all  types  in  or  near  a  community  which  will  provide  - 
^2  hving  <iuarters  for  the  personnel  of  any  new  or  expanded 
1^'  industry  when  the  governing  body  of  the  pohtical  subdivision 
1^  in  which  development  assisted  under  this  title  will  be  under- 
l'"^  taken,  certifies  that^  there  exists  a  need  for  additional  hous- 
^  ing  in  or  near  the  development.  "X 
1'^  "(4)  The  term  'niral  communities'  means  any  com- 
5^  munity,  whether  or  not  incorporated,  in  the  United  Sta^tes 
1^   and  the  Commonwealth  of  Puerto  Rico  (including  such  areas  ^ 

in  Indian  reservations  and  native  communities  as  are  ap- 
21  proved  by  the  bank  after  consultation,  with  the  Secretary  of 
-2  the  Interior)  which  is  in  a  county  in  which  at  least  15  per 
23  centum  of  the  population  had  an  estimated  annual  per  family 
2^  income  below  the  poverty  level  as  determined  by  the  bank 
25   after  ccmsultation  with  the  Director  of  the  OflSce  of  Economic 
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1  Opportoiiity,  but  shall  not  include  (i)  any  area  within  the 

2  l)ouiidaries  of  any  stiindard  metropolitan  statistical  area,  as 
3^  defined  from  time  to  time,  (ii)  any  area  included  in  a  metro- 

4  politan  planning  district  or  metropoliUm  development  dis- 

5  trict,  or  (iii)  any  other  area  including  towns  and  cities  iii 

6  an  otherwise  rural  county  which  the  hank  determines/in 

7  accordance  with  criteria  developed  by  the  Board,  including 

8  growth  pattern  and  economic  potential,  should  be  developed" 

3  aa  n  part  of  a  metropolitan  complex,  or  is  a  city  which  has 

10  available  adequate  resources  and  available  financial  support 

11  and  other  assistance  for  its  development  or  redevelopment' ' 

12  without  assistanee  uiider  this  title. 

13  "creation  op  rural  COMMrNITY  DKVEI.OP»VfENT  BANK  ' 

14  "Sec.  4.2.  There  is  hereby  created  a  corporation  to  be' 
lo  known  as  the  'Rural  Community  Development  Bank'  (here-' 
16  inafter  referred  to  as  the  'bank')  which  shall  be  an  instru- 
1'^  mentality  of  the  United  States  Government.  The  bank  shall 

18  be^ subject  to  the  provisions  of  this  title.  The  right  to  repeal,'* 

19  alt?r,  or  BHiend  thk  Act  at  any  ,  time  is  expressly  reserved.  ' 

■     ■•  ;  "PIRECTORS  AND  OFFICES  ' ' 

.5^"'    ■  '  («)  The  bank  slifell  h/ive  a  Board  of  Direc-  ' 

.  22  tors  consisting  of  thirteen  individuals  wlw  arc  citizeng  of  the 

23  .  United.  State?  of,  whom  one  shall  be  elected  annually  by  the 

24  ,  Board  tp  sprye  as  chairman.  Members  of  the  Board  shaU  'be 
25-,  selected  as  follows:  .  ' 
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1  "(1)  The  President  of  the  Tiuled  States  shall  appoint 

2  si'ven  loenibers  of  ihe  J^oanl  who  shall  he  officials  or  em- 

3  ph»yees  of  <r()\(nnuent,  uieludiiifj;  Fedenil,  State,  and  h)ijjd 

4  govenuuent.  The  terms  of  dueetors  so  appointed  shall  he 

5  for  four  years,  e^rept  tlnit  .(A)  ^he%^nn:^  of  sueh  directors  ^* 
,  ^    first  tiikinj^  office  .shal]/<?ffnre  as  designated  hy  the  President 

7  nt  tlie  time  of  apitointnient,  three  at  the  end  of  two  years, 

8  ^nd  rluTc  at  the  end  of'fonr  years  «fter  such  date;  and  (B) 
^   my  director  so  ai)pointed  to  fill  a  vacancy  occurring  before 

1^  ihe  expiration  of  the  term  for  wliich  his  predecessor  was  np- 
pointed,  slmll  he^nppo'inled  for  the  remainder  of  such  term. 

12  At  the  (hscrction  of  tin*  President,  jiny  individual  win)  ceases 
to  be  an  ollicial  or  eniployee  of  <rovennnent  (hniug  his^ 
term  as  director  may,  notwithstanding  tluit  fact^  complete 
hi3  temi. 

16         '*(2)  The  President  of  the  United  Stntes  shall  appoint 
the  remaining  six  mcinhers  of  the  Board  from  ann>ng  repre- 
sqntatiNCs  of  the  private  sector.  Of  the  six  persons  so  ap-  p' 
.  pointed,   three  shall   he   from  among  representatives  of 
2^    business  and  finance,  one  from  annmg  representatives  of  / 
MVgnnUvA  labor,  one  from  antong  representatives  of  com-  ^ 
^niunity  development  organizations,  and  one  from  among  ^ 
^or^preseijjuitives  of  the  general  j)ubhc.  The  terms  of  directors 
2^  so.  appointed  shall  be  for  four  years,  except  that  \A)  the 
•         terms  of  such'  directors  fu-st  taking  office  shall  expire  as 
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1  designated  by  the  Tresident  at  the  time  of  appointment,  one- 

2  lialf  of  the  members  at  Uie  end  of  two  yeans,  and  one-half  at 

3  the  end  of  four  yean;  after  such  date ;  and  (B)  any  director  so 

4  appointed  to  fill  a  vacancy  oecurrWig  before  the  expiration  of 

5  the  term  for  which  his  predecessor  was  appointed,  shall  be 

6  appointed  for  the  reuiainder  of  such  term  and  ©hall  be  chosen 
1  from  among  representatives  of  the  same  category  as  his 

8  predecessor. 

9  "(b)  The  President,  by  and  with  the  adnce  and  consent 

10  of  the  Senate,  shall  appoint  a  president  of  the  bank.  The 

11  president  of  the  bank  shall  be  the  chief  administrative  officer 

12  of  the  baiik  and  shall  perform  all  functions  and^ luties  of  the 

13  bank,  in  accordance  with  the  general  policies  established 
11  by,  and  subject  to  the  general  supervision  of,  the  Board, 

15  and  shall  engage  such  olJier  officers  and  employees  as  the 

16  bank  de^ms  necessary  to  carry  out  its  functions.  The  ap- 

17  pointment  of  the  president  and  not  more  than  two  assistant 

18  presidents  may  be  made  without  regard  to  the  provisions 

19  t)f  title  6,  United  States  Code,  governing  appointments  in 

20  the  competitive  service,  and  they  may  be  paid  without 

21  regard-  to  the  provisions  of  chapter  51  and  subchapter  III 

22  of  chapter  ^13  of  such  title  relating  to  classification  and  Gen- 

23  eral  Schedule  pay  rates.  The  president  of  tiie  bank  shall  be 

24  nn  ex  officio  member  of  tKe  Board  of  Directors  and  may^ 
2-5  participate  in  meetings  of  the  Board,  except  that  be  shall 
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1  have  no  vote  except  in  case  of  an  equal  division.  No  indi- 

2  vidual  other  than  a  citizen  of  the  United  States  may  he  an 

3  officer  of  the  hank.  No  officer  or  employee  of  the  bank  other 

4  than  memhers  of  the  Board  and  Advisory  Committee  shall 

5  receive  any  salary,  other  than  a  pension,  from  any  source 

6  other  than  the  Bknk  during  the  period  of  his  employment 

7  by  the  bank. 

a  "(c)  Members  of  the  Board  and  of  the  Advisory  Com- 
9   mittee  may  receive  the  sum  of  $100  for  each  day  or  part 

10  thereof  spent  in  the  performance  of  their  official  duties,  which 

11  compensation,  however,  shall  not  be  paid  for  more  than 

12  seventy-five  days  (or  parts  of  days)  in  any  calendar  year 
13*  and  shall  not  be  paid  to  any  Board  member  if  he  is  a  full- 

14  time  officer  or  employee  of  the  United  States,  or  such  pay-  ^ 

15  ment  is  otherwise  prohibited  by  law.  In  addition,  such 

16  members  shall  be  reimbursed  for  necesaiary  travel,  subsist- 

17  ence,  and  other  expenses  incurred  in  the  discharge  of  their 

18  official  duties  without  regard  to  the  laws  with  respect  to 
la^llowances  which  may  be  made  on  account  of  travel  and 

20  subsistence  expenses  of  officers  and  employed  personnel  of 

21  the  United  States. 

22  "advisory  committee 

23  ^   "Sec.  4.4.  (a)  There  shall  be  an  advisory  committee  of 

24  not  more  than  twenty  persona,  selected  by  the  Board  of 
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1  Directors  on  the  reconunendation  of  the  president  of  the 

2  bank,  which  shall  be  broadly  representative  of  industry, 

3  commerce,  finance,  labor,  community  dfevel  -pment  and  anti- 

4  poverty  organizations,  the  Congress,  and  government  at  all 

5  levels.  The  committee  shall  meet  annually  and  at  such  other 

6  occasions  at  the  call  of  the  president  of  the  bank, -and  shall 

7  advise  the  bank  on  general  policy  and  on  such  other  mattefs 

8  as  the  bank  may  direct.  Members  of  the  committee  shall 

9  serve  for  such  terms  as  the  Board  of  Directors  may  from 

10  time  to  time  determine  and  they  shall  be  paid  their  reason- 

11  able  expenses  incurred  on  behalf  of  the  bauL 

12  "(b)  Any  official  or  employee  of  the  United  States  ' 
i;^  Government  may  accept  appointment  and  serve  on  advisory 

14  committees  established  pursuant  to  this  section,  any  other 

15  provision  of  law  notwithstanding. 

1^  "CAPITALIZATION  OF  BANK 

17  "Sec.  4.5.  (a)  Subject  to  the  provisions  of  thisWtion, 

18  the  bank  is  authorized  to  issue  from  time  to  time  and  lo  have 

19  outstanding,  class  A  capital  stock  of  an  aggregate  purchase 
l>rice  not  to  exceed  $1,000,000;000.  Shares  of  such  stdck 

21  sfiBJ^W  nonvoting  and  without  par  value. 

22  "(b)  The  Secretary  of  the  T^^sury  is  authorized  to  and 

23  shaU  subscribe  for  and  acquire  on  behalf  of  the  United  States, 

24  upon  request  of  the  Board  of  Directors,  the  fuU  amount  of  the 

25  stock  of  the  bank  of  an  aggregate  purchase  price  of  $1,000,- 


131 


126 


11 

1  000,000.  The  subscription  of  the  United  States  shall  be  paid 

2  as  follows: 

3  ( I)  Not  more  than  20  per  centum  shall  be  paid  at 

4  the  time  the  bank  is  organized,  as  authorized  by  appro- 

5  pria^ion  Act,  and  shall  be  available  as  needed  by  the 

6  bank  for  its  operations. 

7  **(2)  The  remaining  80  per  centum  shall  be  pard 

8  on  call  by  the  bank  only  when  required  to  carry  out 
^  the  provisions  of  this  title,  except  that  not  more  than 

10  20  per  centum  of  such  amount  may  be  called  in  any 

11  fiscal  year,  as  authorized  by  appropriation  Act, 

1^2  The  Secretary  of  the  Treasury  is  authorized  and  directed 

1*^  to  pay  the  subscription  of  the  United  States  to  stock  of 

1*^  the  bank  from  time  to  time  when  payments  are  required 

1^  to  be  made  to  the  bank.  For  the  purpose  of  making  these 

16  payments,  the  Secretary  of  the  Treasury  is  authorized  to 

1'^  use  as  a  public-debt  transaction  $1,000,000,000  of  the  pro- 

^®  ceeds  of  any  securities  hereafter  issued  urider  the  Second 

19  Liberty  Bond  Act,  as  amended,  and  the  pui^oses  for  which 

20  securities  may  be  issued  under  that  Act  are  extended  to 

21  include  such  pui-pose.  Payment  under  this  paragraph  of 

22  the  subscription  of  the  United  States  to  the  bank  and  re- 

23  payments  thereof  sluill  be  treated  as  public-debt  transact 
^  tions  of  the  United  States. 

25  "(b)  Stock  and  other  securities  issued /by  the  bank 
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1  pursuant  to  this  section  stnd  section  4.6(b)  shall  be  ex- 

2  empt  securities  under  section  3  of  th^  Securities  Act  of 

3  1933  (15U.S:e?77c). 

4  "  (c)  As  an  addition  to  the  capital  and  surplus  structure 

5  of  the  bank,  there  shall  be  issued  to  each  contributor  to  the 

6  guaranty  fund  hereinafter  provided  for,  a  certificate  identify- 

7  ing  his  or  its  interest  therein,  such  certificates  may  as  de- 

8  terrained  by  the  Board  be  redeemable  in  class  B  stock  of 

9  the  bank  when  the  issuance  of  such  class  B  stock  is  author- 

10  ized  by  the  Congress. 

11  "OPBBATIONS  AND  POWEBS  OF  THE  BAKK 

12  "Sec.  4.6.  (a)  In  order  to  carry  out  the  purposes  of  this 

13  title,  the  bank  is  authorized  to — 

''(1)  make,  participate  in,  or  guarantee  loans  or 

15  .   •  provide  other  financing  for  real  or  personal  property  or 

iW^  for  vrorking  capital  to  any  public  agency  or  private 

17  organization  or  individual  for'lthe  establishment,  expan- 

18  sion,  or  preservation  of  any  industrial  or  commercial 

19  facility  or  a  supporting  public  or  private  development 

20  facility  which  is  to  be  established  or  is  located  in  a  rural 

21  community,  and  housing  related  thereto ; 

"(2)  make,  participate  in,  or  guarantee  loans  or 

23  provide  other  interim  financing  for  the  construction  or 

24  improvement  of  such  facilities  to  building  contractors, 

25  subcontractors,  or  other  persons  engaged  in  such  work; 
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1  (3)  provide  or  B^ht  in  the  provision  of  insurance 

2  to  protect  any  agency,  organization,  or  individual  receiv- 

3  ing  financing  for  a  commercial  or  industrial  faciBty  or  a 

4  supporting  public  or  private  development  facility  under 

5  paragraphs  (1)  and  (2)  against  damage  or  casualty  loss 

6  in  copnection  with  such  facility; 

7  (^y  provide  technical  assistance  to  Sta,te  and  local 

8  governments  in  the  preparation  and  implementation  of 

9  comprehensive  rural  community  development  projects 

10  and  programs,  including  the  evaluation  of  priorities  and 

11  the  formulation \)f  specific  project  proposals.  The  bank 

12  may  charge  appropriate  fees  for  its  services  under  this 

13  subsection; 

14  (5)  undertake  research  and  information  gathering, 

15  and  to  facilitate  the  exchange  of  advanced  concepts  and 

16  techniques  relating  to  rural  community  growth  and  de- 
1^  velopment  among  State  and  local  governments ; 

18  (6)  develop  criteria  to  assure  that  projects  assisted 

19  by  it  are  not  inconsistent  with  comprehensive  planning 

20  for  the  development  of  the  community  in  which  the  proj- 

21  ects  to  be  assisted  will  be  located  or  disruptive  of  Fed- 

22  eral  programs  which  authorize  Federal  assistance  for  the 

23  '      development  of  like  or  similar  categories  of  projects. 

24  "(7)  seek  to  bring  together  investment  opportu- 

25  nities  insjj^n  facilities,  capital,  and  capable  management; 
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(8)  carry  on  such  other  .activities  as  would  further 
2        the  purposes  of  this  title ;  and 

^  ^"  (9)  provide  for  the  establishment  of  a  guaranty 

^        fund  to  which  the  bank  may  require  each  borrower  to 
^        contribute  such  a  percentage  of  the  amount  of  loan,  guar- 
antee,  participation,  or  other  financial  assistance  ex- 
tended  by  the  bank  under  this  title  as  the  Board  m(iy 
®        from  time  to  time  determine. 

"(b)  To  obtain  indirect  participation 'by  private  and 
other  public  financial  sources  the  bank  is  authorized  to-*- 
^  "  (1)  issue  bonds,  debentures,  and^uch  other  certifi- 
cates  of  indebtedness  as  it  may  determine  and  n^ay  issue 
such  securities  on  a  competitive  or  negotiated  basis  at 
the  discretion  of  the  Board  of  Directors; 

"  (2)  invest  funds  not  needed  in  its  financing  opera- 
'  tions  in  such  property  and  obligations  as  it  may  deter- 
mine; 

(3)  buy  and  sell  securities  it  has  issued  or  guar^n-" 
teed  or  in  which  it  has  invested;  and 

20 

"  (4)  guarantee  securities  in  which  it  has  inve^^ 

21 


13 


16 
17 
18 


22 


for  the  purpose  of  faoilitating  their  sole. 
"  (c)  Whenever  necessary  to  meet  contractual  payments 
of  interest,  amortization  of  principal,  or  other  charges  oi^i^ 


23 

# 

24 

bank's  own  borrowing,  or  to  meet  the  bank's  liabilities  with 
25 

respect  to  similar  payments  on  loans  guaranteed  by  it,  the 
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I  bank  may  call  an  ni)prnpriate  amount  of  the  unpaid  siibscrip- 
tion  of  the  V\\\Uh\  States  in  arcordanco  with  section  4.5  (h) 

^    (2) ,  Moreover,  if  it  believes  that  a  default  on  financing  pro- 

4  vided  by  it  may  ]>e  of  long  duration,  the  bank  may  call  an 

5  additional  amount  of  such  unpaid  subscriptions  for  the  fol- 

6  lowing  purposes — 

7  "  ( I)  to  redeem  prior  to  maturity,  or  otherwise  dis- 

8  charge  its  liability  on,  all  or  part  of  the  outstanding 
'  9         principal  of  any  loan  guaranteed  by  it  with  respect  to 

Fhigh  the  debtor  is  in  default;  and 

II  "(2)  to  repurchase,  or  otherwise  discharge  its  lia- 
1-  bility  on,  all  or  part  of  its  oyvn  outstanding  borrowings. 
l'>         "  (d)  The  bank  is  authorized  to  establish  a  principal  of- 

14  fiee  and'branch  oflices  in  such  locations  as  it  may  detcniiine. 

15  It  nmy  establish  regional  offices  and  determine  the  hx^ation 

16  of,  and  the  areas  to  be  covered  by,  each  regional  office.  It 

0 

17  may  niake  arrangements  with  public  or  private  organizations 

18  at  the  regional.  State,  and  local  levels,  includUg  banking  or- 

19  ganizations  and  other  finaticing  institutions,  to  act  as  agents 
'20  or  otherwise  to  assist  the  bank  in  the  con(luc4;  of  its  business. 

21  "  (e)  To  carry  out  the  foregoing  purposes,  the  bdnk 

22  shall  have  su(»h  additional  powers  as  arc  necessary  or  appro- 
1*  2ii  priate  in  caiTying  out  this  title. 

24  '^OPERATING  principles" 

25  *'8eo.  4;7.  The  operations  of  the  bank  shall  be  conducted 

26  in  accordance  with  the  following  principles: 

13G 


-  f^p  ■■ 
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1  ^'(1)  The^bank  shal]g  und^pt^ke  its  financing,  technical 

2  assistance,  and  other  opef^ons  on  such  terms  and  conditions 

3  and  for  such  fe^  as  it  considers  appropriate,  taking  into  ac~ 

4  count^^^tjiie  riequirements  of  the  enterprise,  the  risks  being 

5  undertaken  by  the  bank,  the  benefits  to  the  rural  community 

6  or  Jp^e  residents  xj/Hf  such  communities,  and  the  conditions 

7  under  which  similar  financing  might  be  available  from^ri- 

8  vate  investors. 

9  (2)  The  bank' shall  maintain  sucJi  liaison  or  cflnsulta- 
\0  tion  with  other  departments,  agencies,  or  instrumentalities 

11  6f  the  Government  as  may  be  necessary  to  insure  that^its 

12  operations  are  oarired  out  in  k  manner  which  will  supple-^ 

13  ment  and  noj;  duplicate  the  operations  and  functions  of  any 

14  other  department,  agency,  or  instrumentality  of  the  Gov- 

15  emment.  . 

16  "  (3)  The  bank  shall  consult  with  and  shall  seek  to  en- 

17  courage  local  banking  and  other  financial  institutions  to  par- 

18  ticipate  in  its  financing  and  other  activities. 

19  "(4)  The  bank  shall^  to  the  extent  fe^ible,  give  em- 

20  ^ihasis  in.  its  activities  to  providing  financing  and  other  assist- 

21  «nce  to  facilities  owned  in  whole  or  in  part  by  resident^  of 

22  rujal  communities  or  to  facilities  in  which  such  ownership  is 

23  made  available  to  such  persons. 

24  "  (5)  The  bank  shall  seek  to  revolve  its  funds  by  selling 


17 

1  its  loans,  guarantees,  and  othe^  investments  to  private  inves- 

2  tors  whenever  it  c-an  appropriately  do  so  on  satisfactory  terms. 

ft 

3  "  (6)  The  bank  shall  be  subject  to  the  Government  Cor- 

4  poralion  Control  Act  (31  tJ.S*0.  841  et  seq.)  in  the  same 
f)  ^manner  and  to  the  same  extent  ns  if  it  were  included  in  the 
it  definition  of  SvhoUy  owned  Government  coi-pomtion'  ns  set 
7   forth  in  section  101  of  said  Act  (31  U.S.C.  84(5) . 

I  (7 )  The  Imnk  shall  pay  a  return  out  of  net  incom^,  after 

1>  providing  for  reserves  and  operating  expenses,  at  the  rate  of 
10   2  per  centum  per  annum  on  the  amounts  of  class  A  stock  sub-' 
^  '       U   scription  actually  paid  into  the  bank.  Such  return  shall  be 

12  cumulative  and  shall  be  payable  annually  into  miscellaneous 

13  receipts  of  the  Treasury. 

V         "  (8)  The  bank  shall  not  engage  in  political  activities  nor 
15   provide  financing  for  or  assist  in  any  manner  any  project  or 
IC   facility  involving  political  parties  or  used  or  to  be  !ised  for 
n    sectarian  instruction  or  as  a  place  for  religious  worship  nor 
jdiall  the  directors,  officers,  or  employees  of  the  bank  in  any 

19  way  use  their  connection  with  the  bank  for  the  purpose  of 

20  influencing  the  outcome 'of  any  election. 

21  ^  "(9)  The  bank  shall  adopt  such  bylaws  as  may  be  neces- 
22 '  sary  for  the  conduct  of  its  business  and  the  management  of 
23   its  affairs  and  may  adopt  such  additional  rules  and  regula- 

0/ 
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tions  as  are  necessary  and  appropriate  for  carrying  out  the 
provisions  of  this  title. 

"limitations  on  financing 
"Sec.  4.8.  (a)'^The  bank  shall  hot  provide  finanoing 
for  my  business  or  commercial  'facility  dr  public  develop- 
ment facility,  nor  shall  it  plan,  initiate,  own,  or  manage 
such  a  facility,  lAiless  it  determines  that—  ^ 
other  public  or  private  financing  could  not  be 
obtained  on  reasonable  terms  and  condition; 

"(2)  adequate  aryangements  have  been  made  to 
insure  that  the  proceeds  of  any  loan  or  other  financing 
>^re  used  only  for  the  puri)o.se  for  which,  the  financing 
was  provided,  with  due  attention  to  considerations  of 
economy  and  efficiency; 

"  (3)  the  borrower  or  other  recipient  of  financing 
has  adequate  equity  or  other  financial  interest  in  or 
income  from  the  facility  to  insure  his  or  its  careful 
and  businesslike  management  of  the  project; 

,  "(4)  the  governing  body  of  the  city  or,  as  appro- 
priate, the  goveniing  body  of  the  county,  parish,  or 
other  political  subdivision  in  which  the  facility  is  lo- 
,  cated  or  is  to  be  established, .  or  an  agency  or  other 
Instrumentality  of  such  political  subdivision  desig- 
nated by  such  body,  has  certified  to  the  bank  its 
approval  of  (A)  the  establishment  of  the  facility  at 
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1  the  particular  locution,  (B)  the  proposed  standards  of 

2  *     construction  and  design,  and   ((')   provisions  for  the 

3  relocation  of  any  residcjits  or  businesses  to  be  displaced ; 

4  ''(5)  the  establishment,  ej^)ansion,  or  preservation 

5  of  the  faeihty  in  the  particular  location  will  contribute 

6  to  the  level  /)f  economic  opportunity  for  residents  of  the 

7  community  and  ccmtribute  to  the  general  development 

8  of  the  community. 

9  (b)  The  bank  shall  not  provide  financing  for  any  busi- 

10  ness  or  conmiercial  facility  which  has  be#n  relocated  from 

11  one  area  to  another;  except  that^this  requirement  may  be 

12  waived  by  the  Board  of  Directors  if  it  determines  (1)  that 

13  the  establishment  of  such  facility  in  the  new  location  wilj 
1-1  not  result  in  an  increase  of  unemployment  in  the  area  of 
15  original  location  or  in  any  other  area  where  the  enterprise 
IG  conducts  business  operations,  or  (2)  that  such  facility  is  not 
1'^  being  established  in  the  new  location  with  any  intention 
IB  of  closing  down  the  oi)erations  of  the  enterprise  m  the  area 

19  of  original  location  or  in  any  other  area  where  the  enter- 

20  prise  conducts  its  operations.  ' 

21  "exemption  from  taxes 

22  '*Sec.  4.9.  For  the  purpose  of  the  Internal  Revenue  Code 

23  of  1954,  the  bank  shall  be  considered  to  be  an  instnnncntal- 

24  ity  of  the  United  States  and  exempt  from  Federal  income 
2''5  taxes.  Except  as  specifically  provided  in  this  title^the  bank, 

If 
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uicluding  its  capital  and  reserves  or  surplus  and  income 
derived  therefrom,  shall  be  exempt  fpom  Federal,  State, 
municipal,  and  local  taxation,  except  taxes  upon  real  estate 
held,  purchased,  or  taken  by  the  bank  under  the  provisions 
of  this' title.  The  st<niri|y  instnimcnts'executed  to  the  bank 
and  the  bonds,  t)bligatiortrv4cbentnres,  issued  under  the  pro- 
visions of  this  title  shall  be  deemed  and  held  to  be  instrumen- 
talities of  the  Government  of  the  United  States,  and  as  siieh 
they  and  tUe  income  derived  therefrom  shall  1)e  exempt  from 
Federal,  State,  municipal,  aud  local  taxation. 

"annital  report 
"Hec.  4.10.  Not  later  than  Que  hundred  and  twenty  days 
after  the  close  of  each  fiscal  year  the  bank  shall  prepare  ^ind 
submit  to  the  President  and  to  the  (Vingress  a  full  report 
of  its  activities  during  such  year. 

"amendments   relating   to   financial  INSTmiTIONS 

"Sk(\  4.11.  (a)  The  sixth  sentence  of  paragraph  Sev- 
enth of  section  5136  of  the  Revised  Statutes,  as  amended  ( 12 
U.S.C.  24)  ,  is  amended  by  inserting  before  the  comma^ 
after  the  words  'or  obligations,  participations,  or  other  in- 
struments of  or  issued  by  the  Federal  National  Mortgage 
Association  or  the  Government  National  Mortgage  Associa- 
tioii'  the  following;  or  debentures  or  other  obligations 
of  the  Rural  Community  Development  Bank'. 


"  (b)  Section  5200  of  the  Revised  Statutes,  a5  amended 


Ml 


135  > 
21 

1  (12  U.S.C.  84) ,  is  amonded  by  adding  at  the  end  thereof  the 

2  following : 

3  "  '  ( 14)  Debenttfres  or  other  obligations  of  the  Rural 

4  Community  Developjment  Bank  shall  not  be  subject  to 

5  anv  limitation  bast'd  Lpon  such  capital  and  surplus.' 

6  "  (c)  The  first  paragraph  of  section  5  (c)-  of  the  Home 

7  Owners'  Loan  Act  of  1933,  as  amended  (12  U.S.C.  1464 

8  (c) ) ,  is  amended  by  inserting  before  the  semicolon  in  the 

9  second  proviso  following  'stock  of  the  Federal  National  Mort- 

10  gage  Association'  the  following:     or  in  debentures  or  other  . 

11  obli^tions,of  the  Rural  Conununity  Development  Bank'." 

12  On  page  69,  line  8,  strike  out  "TITLE  IV"  and  insert  in 

13  lieu  thereof  "TITLE  V". 

14  Renumber  sections  4.0  through  4.12  as* sections  5.0 

15  though  5.12,  respectively. 

16  J  On  page  71,  line  7^  strike  out  "4.0"  and  insert  in  lieu 

17  thereof  "5.0". 

18  On  page  71,  line  15,  strike  out  "4.0"  and  ijisert  in  lieu 

19  thereof  "5.0". 

20  On  page  72,  line  20,  strike  out  "4.3"  and  insert  ipi  lieu 

21  thereof  "5.3". 

22  On  page  75,  line  14,  strike  out  "and  HI"  and'jfnsert 

23  in  lieu  thereof  "IH,  and  IV". 

24  On  imge  79,  line  1,  strike  out  "TITLE  V"  and  in-sert  in 

25  lien  thereof  "TITLE  VI". 
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1  Renumber  sections  5.0  through  5.29  as  sections  6.0 

2  through  0.29,  respectively. 

8        On  page  79,  line  12,  strike  out  **5.18"  and  insert  in 

4  lieu  thereof  **6.18". 

5  On  page  92,  line  19,  Htrike  out  **5.2"  and  insert  in 

6  IFeu  thereof  "6.2". 

T        On  page  98,  hne  16,  strike  out  ^*5.L5"  and  insert  in 

8  lieu  thereof  "6.15". 

9  On  page  99,  hne  13,  strike  out  "5.16"  and  insert  in 
10  lieu  thereof  "6.16". 
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BRIEF  SUMMARY  COMPARISON  OF  MAJOR  PROVISIONS  OF  S.  2223  AND  AMENDMENTS 
INTENDED  TO  BE  PROPOSED  TO  S.  1483 


PCQvision 


S.2223 


Amindfntnts  to  S.  U83 


Yes. 


Yea.. 


Yn. 

Yf3.. 


Expands  acopt  tr^d  authorliiUon  of 

0^  OiparttTitnt  cf  Agrteulture 

Crtdit  Proinmi  ^ 
Reorpnizts   U.S.    Deptrtnfint  cf 
*'  Amcultyrt. 
CsUmlthU  rural  daviloprntnt  ertdit    10  riflona)  banks. 

bank. 

Borrowtrs  btcoma  stockhotdart  and 
ownariw 

Local  banks  and  units  of  fsvtrnmtnt 

may  bacoma  stockhotdar-ownan 
Sail  bonds  and  dabanturts  in  cantral 

tnonay  markats  to  uthar  funds. 
Provtdas  financial  aulstanca  to  prl- 

vata  and  publk!  borrowara  for  broad 

ranta  of  rural  (community)  daval- 

opment  purposas  and  projacta. 
Provides  rural  davalopmant  Incantlva 

paymahta. 
Provides  tax  exempt  bonds  end  de- 
bentures. ^  .     ^       ^  , 

Flndlnp  end  policy  Netionel  balanced  irowth  policy 

TIUelX(AAQf  711 
Areas  covered  Open  country  end  cities,  towns  end 


Yes. 

Yes. 


No. 

,  No. 

1  netlone)  bank. 
.  No. 
.  No. 
.  Yes. 

yes. 


Yes. 

No.., 


U.S.  Government  Insures  obligations 
to  end  cf  the  benk(s). 

Interest  rate   

Project  require  dearence  by  ereawlde 
plenning  end  development  district 
Areawide  plennlni  end  developm8i:t 
egepcy  may  qualify  to  make  loans, 
obtain  loans  end  become  stock- 
holder of  bank(t)L 

Hudauerters  located  In  rural  area  

Boaro  members  must  be  legal  resi- 
dents cf  rurel  ereas.  . 
local  banks  may  obtain  Hnanclel 
Jrt^  stance. 

Provides  technical  assistance.  

Borrowers  required  to  buy  stock. . .... 

Borrowers  contribute  to  reserve  fund. . 


vllleges  not  lerger  then  35,000 
populetion. 

Yes  

Determined  by  Fcderel  Boerd. 
Yes  


Receive  toens.  meke  loens,  become 
stockholder,  serve  es  local  agent  of 
benks. 


No. 
Yes. 

National  balanced  growth  policy 
Title  IX. 

Areas  of  heavy  (more  then  IS  percent) 
prevelence  of  femilies  in  poverty  if 
erea  is  outside  of  SMSA  end  outside 
cf  metropolitan  plenning  region. 

Yes. 

.  Determined  by  Netionel  Benk  Boerd. 
.  Yes. 

Is  eligible  to  obtain  loans. 


Required. 
Yes  


oofrowe; 

Anlipjra( 
A0p!ican 


Yes. 

Yes. 
Yes.. 
No.. 


I  racy  provision   

])!icant  must  demonstrete  Inability 
to  get  credit  elsewhere. 
Business  must  be  net  eddltion  to  ne> 

tionai  capacity. 
Established  steble  eppllcants  given 

preferencei 
Netionel  Boerd  of  Directors  


Yes. 
Yes.. 


Yes.- 
Yes. 


U.S.  stock  subscription   

Ratl&of  indebtedness  to  capital  

Franchise  of  privilege  tax  Dy  bank(s>.. 


Supervisory  egency.. 


SpKlal  provisions  for  combinstion 
with  Federal  project  grants. 

Private  banks  end  localunlts  of  ^v- 
ernment  mey  become  member  insti- 
tutions of  Rurel  Devetopment  Credit 
System. 

Financial  agencies  of  ereawlde  plen- 
ning and  development  districts  may 
become  ownera  of  banks. 


19  members: 

Governors  of  FCA. 
2  Officils  of  RDCredlt  System. 
Secretary  of  Agriculture's  Rep- 
resentative. 
5  appointed  by  President  of  U.S. 
5  appointed  by  President  of  U.S. 
from  perione  recommended  by 
President  Pro  Tempore. 
5  appointed  by  President  of  U.S. 
from  perions  recommended  by 
Speaker  of  House. 
The  letter  15  require  Senate 
confirmation. 

$2,000,000,000  

Maximum— 20-1  

15  percent  of  eamlnis,  or  raing  rate  of 
Interest  multiplied  by  U.S.  capital, 
whichever  Is  less. 
Federal  Rurel  Development  Credit 
Agency  end  Farm  Credit  Ad  minis- 
tiation,  for  financial  procedures.  * 
Yes  


Not  required. 

No. 

Yes. 

Yes. 

No. 

Yes,  which  if  Congress  enects  later 
leglsletion  mayoe  converted  Into 
stock. 
.  Yes. 

Yes. 

No. 

.  Not  required. 

13  members: 

7  appointed  by  President  of  U.S. 
from  among  officleia  end  em^ 
ployees  of  rederel  government. 
7  eppointed  by  President  of  U.S. 
from  the  prfvete  sector. 


Yes. 


(1,000.000,000. 
No  limitation. 

2  percent  of  stock  held  by  the  United 
States. 

None. 


No. 
No. 


Yes- 


No. 
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(Note :  For  further  explanation  of  S.  2223  and  amendment  No,  168, 
see  committee  print,  Senate  Committee  on  Acriculture  and  Forestry, 
dated  July  26,  1971.) 

Senator  HuIcphhey.  Now,  this  is  the  first  of  our  hearings.  We  will 
have  hopefully,  wioua  witnesses  from  the  executive  bmnoh.  But 
today  we  are  hearing  first  from  aome  of  our  (colleagues  in  the  Senate. 

Saiator  Talmadge. 

STAIEMEHT  OF  HON.  HERHAH  E,  TALMADOE,  A  V.S.^pnATOBrFBOH 
THE  STATE  OF  GEOBOIA 

Senator  Talbiadqe.  Tlmnk  yoti,  Mr.  Ohairman. 

I  complim^t  you  on  your  statement.  I  shall  be  very  brief,  I  don't 
want  to  Keep  Senator  Sparkraon  waiting  and  I  must  leave  the  6ttb- 
oommittee  to  go  to  another  appointment  and  the  Finance  Committee 
ui  a  moment.  • 

I  am  delighted  that  the  Rural  Development  Subcommittee  is  acting 
so  quickly  on  S.  2228,  the  bill  introduced  by  Senator  Humphrey, 
myself,  and  a  majority  of  the  other  members  of  the  Committee  on 
Agriculture  and  Forestry  on  July  7.  I  want  to  compliment  Senator 
Humphrey,  the  chairman  of  the  Rural  Development  Subcommittee, 
on  beginning  hearings  so  promptly.  I  know  that  the  subconmiittee 
will  act  expeditiously  to  perfect  a  bill  and  I  can  assure  you  that  this 
legislation  will  receive  the  earliest  possible  consideration  by  the  full 
Committee  on  Agriculture  when  it  is  reported  by  the  Rural  Develop- 
ment Subcommittee.  ^ 

In  one  respect,  the  legislation  that  we  are  considering  today  is 
almost  like  closing  the  bam  door  after  the  horse  has  run  off.  Twenty 
miUion  Americains  have  left  their  farms  and  rural  communities  for 
what  were  believed  to  be  better  opportunities  in  the  big  cities. 

That  migration  is  comparable  to  the  movement  of  22  million  immi- 
grants to  our  shores  between  1890  and  1930. 

But  the  need  still  exists.  Forty  percent  of  oiir  people  live  in  places 
of  under  35,000  population,  even  tnough  only  5  percent  of  the  Ameri- 
can people  live  on  farms. 

Although  the  leg^lation  we  are  considering  today  is  by  no  n^iians  a 
panacea,  I  believe  it  is  an  imi)ortant  beginning  toward  returning  in- 
vestment capital  and  opportunity  to  the  countryside. 

The  balance*of -pavments  problem  between  rural  and  urban  America 
is  far  gimter  thfvn  the  one  our  Nation  faces  with  foreign  countries. 

Rural  people  are  spending  an  average  of  about  $500  per  child  an* 
nually  to  educate  their  children  only  to  see  them  go  off  to  metropolitan 
areas  to  find  jobs. 

Our  fanners  ^re  our  biggest  <and  most  constant  borrowers,  and  the 
millions  they  pay  in  interest  each  year  leaves  rural  ilLmerica  for  the 
major  money  markets. 

This  legislation  is  desifflied  to  balance  the  scales — ^to  promote  the 
balance  between  rural  and  urban  America  which  the  Congress  said  it 
wanted  last  year  when  it  adopted  my  title  IX  amendment  to  the  form 
bill. 

The  Veterans'  Administration  savs  that  108  of  the  159  counties  in  my 
iState  are  credit-shortage  areas.  That  means  that  they  are  rural  and 
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considered  a  poor  investment  by  lending  agencies,  so  the  veterans  there 
are  unable  to  get  home  loans. 

I  am  pleased  to  say  that  our  Veterans  AflFairs  Committee  is  working 
on  that  probjlem.  But  this  is  another  example  of  how  the  people  who 
live  in  the  countryside  have  become  second-class  citizens. 

The  capital  ^eeds  of  rural  America  are  indeed  staggering.  Inflation 
is  increc^mg  these  staggering  needs  dramatically.  In  December  1969 
the  Farmers  Home  Administration  completed  a  survey  of  the  water 
and  sewer  needs  of  all  communities  with  populations  of  5,500  or  less. 
This  survey  reveled  that  a  total  of  $11,283  billion  would  be  required 
to  provide  adequate  water  and  sewer  systems  in  these  communities. 

This  1969  survey  is  the  most  recent  data  that  is  available,  but  I  asked 
the  Farmers  Home  Administration  to  calculate  the  impact  of  inflatioh 
on  the  survey.  Of  course,  I  am  sure  a  small  amount  of  these  water  and 
sewer  needs  have  been  met  since  1969,  but  at  the  same  time  the  decay  of 
existing  systems  has  made  the  need  greater.  The  simple  impact  of  in- 
flation in  the  construction  industry  has  increased  the  1969  water  and 
sewer  need  of  $11,283  billion  to  a  current  figure  of  $13,303  billion,  an 
increase  of  over  $2  billion. 

Mr.  Chairman,  I  would  like  to  insert  in  the  hearing  rfecord  at  this 
point  a  copy  of  my  correspondence  with  the  Fanners  Home  Adminis- 
tration in  regard  to  the  impact  of  inflation  on  water  and  sewer  needs. 

Senator  HuMPHnEir.  Without  objection.  .    '  ^ 

(The  documents  referred  to  follow :) 

'         U.S.  Depabtment  of  Aobicultxtbe, 

'  Fabmebs  Home  Administration, 

WasMn^ftm,  B.C.,  July  16, 1971. 

Hon.  Herman  E.  Talmadoe, 
V.8.  Senate, 
Washington,  B.C. 

Deab  Senatob  Talmaooe:  In  response  to  your  request  we  are  enclosing  a 
sunnnary  of  the  figures  which  Indicate  the  percent  increase  In  costs  of  water 
and  sewer  facilities  during  the  last  two  years  as  shown  In  the  June  Issue  of 
the  '*£yngineerlng  News-Record." 

We  are  also  enclosing  copies  of  the  pages  "100,  101,  and  102"  which  we  used 
in  our  sammary. 

We  are  glad  to  provide  this  material  fo^  you. 
Sincerely, 

Joseph  Haspray, 
Acting  Administrator. 

StJMMABY  OF  InCBEASES  IN  OOST  OP  WaTEB  AND^SeWEB  FACILITIES 
WATEB  SYSTEMS 

Up  8  to  11.5  percent  (Use  8  perce\it  both  years). 
^        (Rcf.  Whitman,  Requardt  &  Assoc.,  Baltimore.)  •* 

SEWEBLINES 

4/69  to  4/70,  +6.4  percent. 
4/70  to  4/71,  -f  10.5^percent. 
(fief.  BPA.)' 

BE  WEB  TBEATMENT 

4/60^0  4/70,  -f  a5  percent. 
4/70  to  4/71,  -f  12.2  percent. 
(Ref.  EPA,) 

Weed  per  1969  FHA  Survey  $11,238  billion. 

Year  1  average  increase  7  percent =Total  $12,072  billion. 

Year  2  average  increase  10.2  pepcent=Total  $13,303  hillion. 


Q  03-503  O  -  71  -  pt,  4  -  10 
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Wated  PnojECT  Construction  Costs 

Rampant  cost  Inflation  of  materials  and  labor  bit  deeply  Into  the  water  re- 
Eourcea  conGtructlon  dollar  during  the  12  months  ending  April,  1»71. 

Treatment  plant  lettlngs  are  booming  this  year,  with  the  first  four  months 
snooting  40%  above  last  year,  KNR  figures  show.  But  treatment  plant  con- 
struction cogtfi  climbed  12.2%  In  that  iwriod  to  take  a  big  chunk  of  the  added- 
dollar.  In  the  first  few  montlia  of  1971,  costs  rose  3.27o,  according  to  the 
Environmental  Protection  Agency's  Water  Quality  Oflace's  20-cltles  Indexes 
an  unusually  sharp  rise  for  that  time  of  year.  Indicating  that  1»71  may  bring 
even  steeper  cost  Inflation  tlian  1970. 

The  sewer  line  construction  dollar  fared  not  much  better  as  costs  rose  10.5% 
during  Ui6  12-month  period. 

Kansas  C^ty  leads  all  other  cities'  lndw£*ri)y  a  wide  margin  In  sewerage 
cost  InflaUon.  Treatment  piant  construction  costs  jumped  30.3%  and  sewer 
lines  28.3%.  Baltimore  was  also  hit  hard  as  sewer  line  cosita  climbed  211% 
and  treatment  plants  neared  a  20%  Increase  for  the  12-month  period. 

April  cost  Indexes  climbed  at  least  10%  for  treatment  plants  In  13  cities  and 
for  sewer  lines  In  eight  cities.  Bucking  the  high-rising  sewer  line  costs  were 
New  Orteans,  Seattle  and  Birmingham.  Yet  no  city  saw  Its  treatment  plant  costs 
Jump  less  than  6%. 
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Costs  up  for  major  types  of  hydro  work 
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Irriflation  and  fl^dro  cost  indexes  for  the  West* 

U.S.  Bureau  of  Reclamallon.  Denver,  Colo.  Base:  Base:  IQS/^'I.O 

,  ^  April   ^  Jan,    ^pr.  1/71 

19G0  I9GS  1-903    1969  1970  1971   1971  4/71 

COMPOSITE  INDEX  0.3G    0.93  1.04    1.09    I.IG  1.24    1.26  M.O 

OAMS-  Enrtn        ^                             0.87    0.91  1.04    1.08    1.15  1.2S    1-26  ♦0.8 

"              S  ?ucturo»                     :     0.91     0.92  1.04    1.06    1. 11  1.18     .19  ♦O.S 

spillway  0.3G    0.92  1.06    l.ll    1.20  1.30    1.31  ♦O.S 

Outlctvvorks                      0.33    0.91  1.03    1.11    1.23  1.33    1.37  M.5 

Rock    ..........     0.09    0.94  1.03    1.10    1.18  l.:?S    1.2G  ♦O.S. 

oiveVfloa 1 : 0.83"  0.9S  1.03  1.0a  1.15  1.23  1.23  m.g 

•Tffi^cScnt                       0.36    0.93  1.03    1.00   1  IG  1.24    1.26  M.G 

ni'^pr^fi^rmccqu^^^^                         0.89  1.05    1.12   1.23  1.34    1.36  M.9 

accorsofy  oloc  &  mltc  equjp.  .  .  O.ai    0.96  1.04    1.12   1.23  1.36   1.33  ♦i-a 

o^^CHARG^PIPeI'                         0.37     0.93  1.04    1.09    1.17  1.27    1.30  ^2.3 

CANALS                                             0-86     0-^>5  1.03     1.07    1.13  1.20      .22  M.J 

ViHhviorW 0.07     0.93  1.04    1.03   1.15  1.23     .20  ♦O.S 

itV^^^^r:::::::::::::::::::  0.86  0.97  1.03  i.oe  i.n   .  8  .20  >  7 

fSyERAlViTaAlNr*""'"'  --oiBa  0:"  1:2!  1:21  l:??  1  la  1.10  ^o.a 

Vi7fhSorW                                         0.83    0.93  1.05     1.09   1.17  1.23    1.24  ♦0.8 

stru5ti?M.:!*.:".::i"!*.!*.!*.*'.::  q-q®  ^-^^  ^-^^  1.05  1.09  1.15  1.16  ♦0.9 

POWER  PLANTS," hV6r*6  1  1 1    1  20  1  29    1.30  ^0.8 

Cuildlng     equip                                 0.86    0.92  l.OS    {-J}     -20  J. 29    J       ,  ♦o.g 

Structure  rein,  cone  Mmprov  ....  0.89    0.97  1.03             \\\  \\l    ^  ^ 

Wcrii^oVeVitoV.:::^^            0.90  1.07  1.16  1.27  1.3s  139  -07 

cS'nc''          "'^    V  '  •  •  oil    oil     ;S3     lioS     :!o     '.is    l.ie  *0.9 

lwrrcHY>xnTs&suWs                0:37    0.89  1.03    1.09  I.I6    l.?5  1.27  M.6 

TRANSMISSION  LINES                    n  na    n  od  in*     1  IS   l  24     1  29    1  31  +1.6 

Wood.polCf.  11Sk»                             0.09    0.94  1.04     1.15     .24     1.29    1.31  i.^ 

''^B'-'^'---'-^  i  ;    !:S!i:ll  l.li  Its  \\% 
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iewerage  construction  cgst  Indexes  in  20  citiefi 

i;ater  Oualily  Olfice,  Environmental  Protection  Agency,  Base:  August  1957''59 
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WATEB  PLANT  COSTS  BI8E 

♦ 

Water  ntillty  plant  construction  costs  climbed  to  new  highs  early  this  year, 
according  to  the  Handy-Whitman  semi-annual  Indexed. 

The  most  dismaying  Increases  were  in  treatment  plant  costs,  which  shot 
up  S%  to  11.5%,  depending  on  the  reglop,  In  the  12  months  ending  January. 

Pumping  plant  costs  shot  up,  with  structures  climbing  faster  than  pumping 
equipment  In  every  region. 

The  North  Atlantic  region  bore  the  brunt  of  cosf  inflation  as  pumping  and  treat- 
ment plant  construction  cost  increases  topped  11%  and  reservoirs  Jumped  8.7%. 

While  the  South  still  has  the  highest  waterworks  construction  cost  Indexes 
of  any  region,  the  Bouth  Atlantic's  cost  rise  slowed  markedly.  The  slowest  cost 
increases  of  any  region  were  in  the  south  central  states.  Reservoir  costs  in  the 
South  Atlantic  rose  5.0%  in  January,  half  the  previous  y«ir*s  climb. 

The  Pacific  and  Plateau  regions  had  a  slower  rate  of  Increase  than  northeastr 
ern  and  north  centraUirfates.  But  Padtic  states  suffered  the  worst  Inflation  In 
-  several  years.  j 

Senator  Talmadoe*  When  the  Subcommittee  on  Rural  Development 
held  hearings  in  Georgia,  we  heard  from  a  small-town  mayor  who  is 
trying  desperately  to  obtain  the  capital  to  provide  adequate  service 
for  his  people.  Mayor  Perry  Lee  DeLoach  of  Claxton  has  had  no  luclc 
in  trying  to  get  assistance  from  the  Formers  Home  Administration, 
even  thouglfFne  desperately  needs  assistance  to  provide  wai>er  ana 
sewer  services  to  the  people  of  Claxton,  people  who  currently  have'^o 
water  and  sewer  services  at  all. 

Perhaps  the  reason  that  he  can't  get  assistance  is  that  the  Federal 
\  Government  is  spending  a  mere  pittance  on  the  water  and  sewer  needs 
of  rural  America.  Congress 'aptpropriaied  for  the  water  and  sewer 
program  of  the  Farmers  Home  Admiftistration  $100  million  for 
fiscal  year  1971.  However,  the  administration  has  refused  to  spend 
even  this  small  amount.  The  President  withheld  $56  million  of  this  ^ 
total.  c 

Hopefully,  the  legislation  that  we  are  considering  here  today  will 
provide  a  reliable  source  of  capital  for  the  Claxtons  of  the  Nation,  a 
place  where  Perry  Tjee  Del^ach  and  the  other  mayors  of  the  country 
<^n  go  when  they  are  turned  down  by  a  Federal  agency. 

I  am  a  great  admirer  of  personal  initiative — of  people  who  take 
on  their  own  problems  and  solve  them  without  resorting  to  the  public 
dole  or  some  other  outside  assistance.  But  ^metimes,  personal  grit 
and  hard  work  are  not  enough,  especially  when  the  tools  are  not  av&,il- 
able  to  get  the  job  done. 

The  sponsore  of  both  pieces  of  legislation  presented  here  today  want 
to  provide  the  financial  tools  so  that  rural 'people  can  make  their 
own  decisions  and  do  what  is  needed  to  insure  tne  economic  future 
of  their  communities. 

Neither  of  these  bills  is  a  giveaway.  They  rely  entirely  on  local 
people,  r  believe  they  are  consistent  with  the  rural  development  aims 
of  President  Nixon,  and  those  of  many  experts  in  the  field,  who  were 
contacted  during  the  drafting  of  this  legislation. 

Obviously,  I  am  enthusiastic  about  the  possibilities  of  the  Consoli- 
dated Farm  and  Rural  Development  Act,  and  I  hope  that  the  Con- 
gress, after  perfecting  the  language,  can  mave  ahead  and  adopt  it 
during  this  sessipn  of  Congress. 

Wei  mve  already  waited  too  long.  We  must  make  some  giant  strides 
if  we  are  to  grow  with  some  sensible  balance  in  the  years  to  come. 

Thank  you,  Mr.  Chairman. 
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Senator  Humphrey,.  I  want  to  thank  the  chairman  of  the  commit- 
tee for  a  very  powerful  and  wonderful  statement. 
The  Senator  from  Nebraska,  Mr.  Curtis.  - 

STATEMEIIT  OF  HON.  CARL  T.  CURTIS,  A  U.S.  SENATOR  FROM  T^E 

STATE  OF  NEBRASKA     •  ^ 

Senator  Curtis.  Tharnk  you,  Mr.  Chairman.  I  shall  be  very  brief. 

I  want  to  reiterate  my  interest  in  rural  development.  I'believe  that 
the  responsibility  of  this  committee  is  to  serv^^the  rural  areas  through- 
out the  Ignited  States,  and  in  so  doing,  they  will  serve  the  metro- 
politan arpas  of  our  Nation  as  a  whole. 
^  Not  all  of  the  problems  are  the  same.  There  are  many  plaices  in 
America  where  the  rural  sMioo1j§{  are  far  superior  to  our  city  schools. 
In  most  of  rural  America  they  have  places  to  live  that  are  far  su- 
perior to  the  places  working  men- and  women  live  elsewhere. 

There  is  not  every  plax?e  in  the  United  States  where  the  paramount 
need  is  for  credit,  although  that  is  oncj,  and  Congress  should  and  must 
giVe  some  attention. 

As  I  see  it,  the  basic  thing  thai  needs  to  be  attended  to  is  job  oppor- 
tunities in  niral  America.  If  we  are  to  lend  money  for  all  tlife  sup- 
porting facilities,  and  no  job  opporttJnities  come  to  a  community,  we 
may  leave  them        more  headaches  than  they  had.^ 

On  the  other  hand,  if  we  can  take  such  actions  as.  will  assist 
bringing  job  opportunities  in  the  private  sector  to  our  small  to\nA, 
and  cities,  and  reverse  the  flow  of  people  it  will  be  a  good  thing.  ^ 

I  think  there  are  many  facets  to  it.  Credit  may  be  a  need  in  some 
instances.  There  is  a  big  job  to  do  in  educating  the  industrial  people 
of  the  United  States  as  to  the  opportunities  in  rural  America,  The 
local  communities  need  to  take  the  initiative. 

There  is  one  program  that  has  brought  countless  industries  into 
the  North  and  South  and  Kast  and  West,  and  I  refer  to  the  use  of 
tax-free  industrial  bonds.  It  has  local  control  •  it  has  local  manage- 
ment; and  it  has:^ brought  many  job  opportunities  to  many  places. 

A  few  years  ago  that  was  stopped  by  edict  of  the  Treasury.  We  have 
had  two  or  three  legislative  attempts  to  revive  it,  but  it  isr now  limited 
to  $5  million.  It  should  bo  raised  to  $10  million. 

This  provides  credit  on  the  local  level  without  borrownng  from  the 
Federal  Government  and  it  also  assures  local  leadership.  And  it  is 
seldom  used  until  there  is  a  business  entity  that  is  ready  to  move  in 
and  give  our  people  jobs.  ^  ^ 

I  view  rural  America  today  not  as  a  decaying,  backward  place  that 
needs  to  rescued  by  our  Nation ;  I  view  it  as  a  land  of  opportunity, 
the  best  place  for  people  to  live/It  is  the  place  where  there  is  the  high- 
est education,  the  best  recreational  opportunities,  the  best  churches,  the 
l>^t  neighbors  and  the  best  of  everything  else,  ^nd  our  aim,  among 
other  things,  is  to  take  such  actiop  as  will  give  an  eco^iomic  nnd|*e  for 
industry  to  move  there  and  for  local  people  to  get  into  the  act,  and  for 
our  citizens  generally  to  recognize  the  \yonderful  things  that  we  have 
to  offer  as  a  place  to  live  for  American  people. 

I  believe  I  have  repeated  tlii&many,  ixmny  times,  but  I  want  to  stress^ 
again  that  all  of  these  efforts  should  be  in  addition  to,  and  nbbas  asub- 
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stitulto  for,  every  effort  we  can*  make  to  increase^  the  income  of  Anier- 
ican  farmers. 

Senator  Humphrey.  Senator  Bellmon,  do  you  have  any  comment  ? 
Senator  Bellmon.  No. 

Senator  Humphrey.  Senator  Pearson  l^as  asked  that  his  testmiony 
be  included  iif  the  record,  and  it  will  be.  He  is  unable  to  be  with  us  at 
this  particular  moment,  but  we  will  make  it  available  for  the  record.  * 

^  {The  statement  referred  to  follows :)  ' 

stAtemeht  OP  m%  james  b.  pearson,  a  y:s.  sdnatoe  pbx)m  the 

STATE  OP  KANSAS  ^ 

Senator  Pearson.  Mr^  Chairman,  I  ant  pleased  to  have  the  oppor- 
tunity to  testify  on  behalf  of  these  two  bills.  I  am,  of  course,  partial  to, 
and  will  devote  most  of  my  te^feimonv  to,  ray  proposed  rural  com- 
munity, development  bank  bill  wHich  hasten  offered  as  an  amend- 
ment i^o,  153)  to  S.  1483.  However,  I  want  to  say  that  I  am  very 
impressed  with  the  ConsolidSfed  Farm  and  Rural  Development  Act 
which  you  and  other  distin^uisl^era  membei*s  of  the  Agriculture  Com- 
mittee have  introduced.  And,^  you  know,  I  am  also  a  cosponsor  of 
that  proposal. 

The  important  thing,  of  course,  is  that  we  move  ahead  with  the 
adoption  of  some  type  of  legislation  which  will  create  the  instruments 
capable  of  providing  the  credit  and  technical  assistance  needed  to  fur- 
ther the  cause  of  rural  community  development  and  balanced  national 
growth. 

Mr.  Chairman,  because  this  is  the  first  time  I  have  appeared  before 
IS  subcommittee,  I  want  to  take  tlie  opportunity  to  say  how  very 
mportant  and  useful  I  believe  this  submwmjittee  has  already  been  and 
will  surely  continue  to  be  in  the  future.  The  parent  committee  is  to  be 
commended  for  establishing  this  subcommittee.  And,  Mr.  Chairman, 
all  of  us  who  are  familiaj  with  your  energy  and  yo^  vision  and 
particularly  your  enthusiasm  for  rural  America  kno.>v  that  you  will 
bring  to  the  chairmanship  a  distinguished  and  effective  leadership. 

Certainly  there  is  a  great  need  for  a  focal  point  here  in  the  U.S. 
Senate  to  deal  with  the  matter  of  rural  development  and  balanced 
national  groM  th  which  I  believe  is  truly  one  of  the  great  concerns  of 
this  Nation  today.  ^ 

-  Mr.  Chairman,  several  years  ago  I  became  convinced  the  we  were  on 
a  dangerous  course  in  this  country.  We  were  so  caught.up  in  the  appar- 
ent inevitability  and  the  assumed  desirability  of  m{ussive,  unguided 
urbanization,  that  we  were  unable  to  recojrnize  the  great  i)opulation 
and  economic  imbalance  that  was  developing  in  this  country 
fully,  perceive  the  very  real  hazards  inherent  to  this  growing  i?nbal- 
ajice.  To  be  sure,  the  economic  and  social  forces  which  have  produced 
tlxe  gr(^t  rural  to  urban  migration  are  indeed  symbols  of  progress, 
But  tlie  festering  slums,  the  polluted  air,  and  the  stultifying  suburbs 
on  the  one  hand,  and  the  deserted  farms  and  stagnating  rural  towns 
on  the  other  hand  are  damning  testimony  of  our  failure  to  diffuse  this 
pn^ess  throughout  the  entire  population.  ^ 

When' I  introduced  the  Eural  Job  Development  Act  in  1967,  I 
pointed  outthat : 
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^hlu^^L^^"^  ^,^1        ^  <^"e8       ""^t  recognlM  that  the 

challenge  is  not  only  that  of  making  tie  ciUes  more  efficient  for  Xe  and  mow 

S^wdin^r  ^  assumed,  but  how  to  keep  more  and  more  people  from 

crowding  Into  them.  For  we  have  come  to  recognize  that  many  of  thVeconomJc 
«~^nwH^  environmental  ills  which  plague  the  cities  can  be  tra^to  the 
overwowding  of  people  and  the  excessive  concentration  of  industry.  ™  ™  ^"^ 
I  am  today  more  than  ever  convinced  of  the  validity  of  this  point 
Of  view.  And  indeed  today  it  is  a  rather  widely  held  view  ■ 
iqS?''^"]^..]^^''^^  °*  counties  in  Kansas  lost  population  between 
l»bU  and  1970.  The  same  trend  was  evident  in  the  majority  of  rural 
counties  across  the  f^ation.  On  the  other  hand,  the  metropolitan  ag- 
glomerations continued  to  g^row  at  a  rapid  pace.  For  example,  the 
1970  census,  count  shows  that  36.2  milljon  people,  almost  one-fifth 
to  wLhiiJton 'd  ^  450-mile  strip  stretching  from  Boston 

1/1?""?^*^^  three  decades,  U.S.  population  will  increase  by  75  to 
100  million  persons.  If  present  trends  continue,  more  than  three- 
tourths  of  this  increase  will  oc<;ur  in  metropolitan  areas  and  almost 
polftaPs'Sps       P^PV^^^^o"  located  in  but  four  giant  metro- 

-'This  tilt  toward  the  megalopolis  and  away  from  the  small  com- 
'""i"^'^^^.- ".^"i*^  economic  inefficiencies  at  both  ends  of  the  population 
swale.  Ihis  imbalance  also  carries  with  it  a  number  of  social  liabilities 
Ihus  It  has  become  increasingly  apparent  that  our  Nation's  goals  would 
be  better  served  by  efforts  to  alter  these  trends  in  order  to  achieve  a 
more  reasonable  population  balance.  [ 
The  depopulation  of  our  rural  communities  and  the  overcrdrwfihg 
our  cities  reduce  the  overall  quality  of  American  life. 
Many  people,  of  course,  move  to  the  large  metropolitan  centers  be- 
cause they  are  attracted  to  the  environment  of  the  big  city.  But  many 
are  forced  to  migrate  because  of  a  lack  of  opportunities  in  the  country- 
side and  smaller  cities.  Public  opinion  polls  have  consistently  shown 
that  a  substantial  majority  of  our  people  would  prefer  to  live  in  smaller 
communities. 

Those  who  prefer  to  live  in  the  large  cities  must  continue  to  have 
the  opportunity  to  do  so.  And  certainly  we  must  make  a  major  effort 
to  improve  the  quality  of  life  in  the  metropolitan  areas,  to  make  them 
more  attractive.  But,  on  the  other  hand,  we  must  do  a  great  deal  to 
improve  economic  and  social  conditions  in  small  communities  so  that 
do  s^  ^'^^  ^^'"'"^  "^^^  ^"^^^    '"^'^"i"^*"!  opportunity  to 

.  The  economic  and  social  forces  which  are  generating  this  rural/ 
urban  imbalance  are  powerful  but  not  uncontrollable,  as  a  number  of 
experts  have  long  argued.  We  can  alter  these  trends.  We  can  expand 
opportunities  in  rural  America  if  we  set  our  minds  to  it  and  if  we  are 
willing  to  commit  the  necessary  resources. 

It  is  imperative  that  we  move  forward  with  the  development  of  a 
national  policy  which  will  help  bring  about  a  more  efficient  and  com- 
monsense  geographical  distribution  of  our  ever-growing  population 
and  economic  wealth.  To  continue  the  present  course  of  depopulating 
the  countryside  and  the  small  cities  on  the  one  hand  while  continuing 
to  swell  the  population  in  the  already  overcrowded  crisis-ridden  cities 
can  no  longer  be  tolejated. 
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Translating  th6  objectives  of  rural  deve|QjMrient  and  balanced  na- 
tional growth  into  concrete,  meaningful  reSfufls  will  not  be  easily  or 
quickly  accomplished.  We  do  not  fully  understand  all  the  whys  and 
whereiores  of  economic  growth  and  how  best  to  go  ^bout  influencing 
and  guiding  growth  patterns.  However,  certain  needs  are  apparent. 

I  will  not  at  this  time  discuss  the  full  range  of  needed  rural  devel- 
oppaent  legislation.  However,  I  do  want  to  take  this  opportunity  to 
briefly  call  attention  to  my  Rural  Job  Development  Act  which  would 
seek  to  encourage  new  job-creating  industries  to  locate  in  rural  areas 
by  making  available  to  businessmen  a  series  of  tax  incentives  such 
as  credits  for  buildings  and  machinery  and  accelerated  depreciation 
allowances.  If  enacted,  this  bill  would  do  a  great  deal,  I  believe,  to 
stimulate  the  growth  of  new  business  in  rural  areas. 

In  the  area  of' transportation,  I  would  call  attention  to  my  Limited 
Air  Carrier  Act  which  is  designed  to  strengthen  air  service  to  our 
smaller  communities.  This  is  an  essential  piece  of  legislation,  it  seems 
to-me,  particularly  in  view  of  the  reductions  of  rail  passenger  service 
and  because  many  of  the  second  level  air  carriers  are  beginning  to 
cut  back  on  their  services  to  smaller  communities.  In  the  area  of  high- 
ways I  was  pleased  last  year  that  the  Congress  adopted  a  major  part 
of  my  proposed  Rural  Development  Highway  Act  as  a  provision  with- 
in the  Feoeral  Aid  Highway  Act  of  1970.  legislation  along  the  lines 
of  my  Rural  Health  Services  Act  would  be  use  ful. 

The  establishment  of  a  National  Rural  Development  Center  as  pro- 
vided in  S.  1507  would  be  extremely  useful  in  the  years  ahead  in  pro- 
viding the  research  necessary  to  increase  our  knowledge  of  economic 
growth  and  population  distributions.  Thjis  bill,  as  you  know,  is  before 
your  committee. 

But  certainly,  Mr.  Chairman,  one  of  the  most  pressing  needs  is  addi- 
tional sources  of  credit.  The  type  and  quantity  of  credit  needed  to  fi- 
nance significant  community  rural  development  simply  is  not  now 
available.  President  Nixon's  Task  Force  on  rural  development  recog- 
nized this  important  need  and  recommended  the  establishment  of  a  new 
credit  institution  to  provide  rural  areas  with  greater  access  to  pri- 
vate capital.  The  Task  Force  recommended  that  a  special  independent 
rural  development  bank  be  created  within  the  Farm  Credit  Adminis- 
tration System.  Amendment  No.  153  which  we  are  considering  here 
today  is  aimed  at  implementing  this  principal  recommendation  of  the 
President's  Task  Force.  In  the  remaining  portion  of  my  testimony  I 
want  to  describe  the  operation  of  the  proposed  Rural  Community  De- 
v^elopment  Bank. 

The  Rural  Community  Development  Bank  would  offer  credit  and 
also  technical  assistance  to  both  individuals  and  public  bodies  for  the 
development  of  projects  which  would  serve  to  strengthen  and  expand 
the  economic  base  of  rural  communities. 

The  bank  would  be  a  self -financing  corporation.  The  bill  provides 
for  a  capital  stock  subscription  of  $1  billion  to  be  provided  by  the 
Federal  Government.  The  initial  Government  subscription  would  be 
only  20  percent  of  this  amount — or  $200  million.  As  the  business  at  the 
bank  developed,  it  could  expand  its  capital  stock  by  yearly  increments 
of  no  more  than  $200  million.  This  seed  money,  paid  in  by  the  Federal 
Grovernment,  would  be  financed  through  the  sale  of  U.S.  Treasury  ob- 
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ligations  in  the  private  market.  Therefore,  this  $1  billion^c^pitaliza- 
tion  by  the  Federal  Government  would  not  actually  result  in  a  direct 
apprppriation  of  tax  revenues  from  the  Treasury. 

With  this  capital  stock,  the  bank  could  then  sell  bonds  and  deben- 
tures in  the  private  market  to  raise  the  funds  which  it  could  use  to 
make  loans.  It  would  charge  interest  rates  on  its  loans  sufficient  to 
cover  all  operating  costs.  Therefore,  the  bank  would  be  completely 
self-nnancing. 

The  bank  would  be  governed  by  a  13-member  board,  appointed  by 
the  President.  Seven  members  of  the  board  would  be  Government  of 
hcials,  including  Federal,  State,  and  local  government.  The  remaih- 
ing  SIX  members  would  he  appointed  from  the  private  sector,  including 
representatives  from  finance,  industry,  labor,  and  the  general  public. 

The  bill  would  also  establish  a  20-member  advisory  committee  which 
would  be  broadly  representative  of  industry,  finance,  commerce,  com- 
munity development  organizations,  and  appropriate  state  and  local 
and  Federal  Government  officials. 

^, ^."^^^  P^^^s^'y  identify  the  status  of  the  boards  within 
the  l^arm  Credit  Administration  stnicture  need  to  be  drawn.  I  will 
suggest  additional  kngiiage  at  a  later  date. 

The  Rural  Community  Development  Bank  would  be  authorized  to 
make  loans  to  job-creating  enterprises  which  would  serve  to  expand 
and  improve  the  community's  economic  base. 

The  bank  would  also  be  authorized  to  make  loans  to  public  and  quasi- 
public  bodies  for  the  development  and  improvement  of  industrial  sites 
and  for  the  expansion  and  improvement  of  those  public  facilities  and 
servic^  necessary  to  support  a  community's  overall  development  effort. 

Lnder  the  provisions  of  this  bill,  the  bank  could  make  housing  loaris 
if  It  were  determined  that  the  housing  was  an  integral  and  essential 
part  of  the  community's  development  program. 

Loans  for  recreational  and  cultural  facilities  would  also  be  author- 
ized. But,  as  in  all  bank-backed  activities,  it  would  have  to  be  deter- 
mined that  the  project  would  contribute  to  the  overall  improvement  of 
the  community. 

No  project  would  qualify  for  assistance  from  the  bank  if  it  were 
found  to  be  inconsistent  with  State  and  local  planning  objectives  or 
existing  Federal  community  development  programs. 

Also,  the  bank  will  not  finance  enterprises  relocating  from  one  area 
to  another  if  this  results  in  an  increase  in  unemployment  in  the  area 
of  original  location. 

The  bdnk  would  seek  to  encourage  local  banking  and  other  financial 
institutions  to  participate  in  the  financing  and  other  activities,  and 
would,  to  the  extent  feasible,  give  emphasis  in  its  activities  to  provid- 
ing financing  and  other  assistance  to  facilities  owned  in  whote  or  in 
part  by  residents  of  rural  communities  or  to  facilities  in  which  such 
ownership  is  made  available  to  such  persons. 

The  bank  would  be  exempt  from  taxes  on  income  by  Federal,  State, 
and  local  governments. 

As  drawn  the  bill  provides  that  borrowers  be  i^ed  participation 
certificates  which  could  lat^r  be  converted  to  ownership  stock  by  an  act 
of  Congress.  I  believe  this  provision  should  now  be  changed  to  provide 
for  ownership  with  an  additional  act  of  Congress. 
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Mr*  Chairman,  a  very  important  feature  of  the  bill  is  the  provision 
which  authorizes  the  bank  to  provide  technical  advisory  a^stance  to 
both  private  individuals  and  public  bodies^  Indeed,  the  offering  of 
planning  assdstance  to  small  communities  might  eventually  become  as 
important  as  the  bankWredit  servicea 

Small  communities  lack  the  expertise  for  conceiving,  planning,  ajid 
carrying  out  an  effective  developmental  program.  An  institution  such 
as  the  Rural  Community  Development  Bank  would  be  able  to  provide 
advisQry  a^istance  to  these  small  communities  and  should  help  fill  a 
great  void  that  now  exists^The  bank  would  be  authorized  to  charge 
appropriate  fees  for  this  technical  a^stance.  , 

The  Rural  Community  Development  Bank  would  be  authorized^to 
make  loans  and  offer  assistance  to  communities  in  cx)unties  outside 
the  standard  metropolitan  statistical  areas  and  where  at  least  15  percent 
of  the  families  in  that  county  had  poverty  level  incomes. 

The  board  would  also  be  authorized  to  exclude  those  areas  which 
although  not  at  the  moment  a  part  of  a  standard  metropolitan  statis- 
tical area  would  likely  qualify  for  such  a  classif™tion  in  the  fore- 
seeable future.  In  other  words,  the  bank  would  not  participate  in  com- 
munity development  projects  which  the  board  determined  would  likely 
lead  to  further  metropolitan  sprawl.  The  general  objectives  of  this 
legislation  would  be  violated  if  the  activities  of  the-bank  were  to  con- 
tribute to  "filling  up  the  space",  s<5  to  speajc,  bei?iveen  existing  metro- 
politan complexes.  ^'Vife 

The  bank  would  be  required^to  maintain  eneclive  liaison  with  other 
Government  agencies  to  assure  that  it  does  not  duplicate  or  compete 
with  other  programs.  ,  . 

The  creation  of  the  Rural  Community  Development  Bank  would 
opj&n  iip  a  major  new  source  of  capital  to  help  finance  the  economic 
development  of  our  rural  commimities.  The  bank  would  also  become 
an  extremely  valuable  source  of  expertise  in  community  development.  , 
This  would  be  of  particular  value  to  private  entrepreneurs  ana  small 
communties.  Moreover,  the  experience  of  and  knowledge  gained  from 
Xhe  bank's  activities  ^vould  eventually  make  a  valuable  contribution 
ta,;i;iational  planning  efforts  for  rural  development  and  population 
growth  policies. 

Mr.  Chairman,  the  proposed  Rural  Community  Development  Bank 
Act  and  the  proposed  Consolidated  Farm  and  Rural  Development 
Act  differ  in  mechanics  and  approach.  There  are  a  number  of  features 
of  S.  2223  which  I  find  to  be  extremely  good.  The  hearings  which  are 
bein^  initiated  today  will  help  clarify  the  types  of  approach  which 
are  likely  to  be  most  workable  and  most  effective. 

But  while  these  bills  differ  in  detail  they  both  have  the  same  ob- 
jective: to  provide  needed  risk  capital  and  technical  assistance  to  in- 
dividuals and  public  bodies  for  the  d**' ^»^^|*.*ient  of  projects  which 
•would  contribute  to  the  overall  econon.M-  I  social  improvement  of 
rural  communities,  thus  furthering  the  cauF » *  f  run\l  development  and 
balanced  growth. 

Let  me  conclude  by  again  commending  tli^^  chairman  and  members 
of  the  subcommittee  for  beginning  hearings  on  this  most  vital  and 
important  subject.  This  represents  a  most  worthwhile  contribution 
to  the  cause  of  rural  development. 
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Senator  Humphhet.  I  want  to  ask  Senator  Allen  to  present  our  wit- 
ness this  morning. 

First  I  want  to  introduce  into  the  record  a  communication  which  the 
committee  ha^  received.  The  Rural  Development  Subcommittee  has 
written,  of  course,  to  the  different  executive  oflSces  of  th^  Government 
concerned  with  the  activities  that  relate  to  rural  America.  And  the 
subcommitt^  is  extremely  anxious  to  receive  the  views  of  all  depart- 
ments which  are  currently  making  rural  development  loans  or  which 
are  engaged  in  rural  development  credit  activities  or  grant  activities. 
If  there  is  some  provision  in  our  legislation,  or  in  Senator  Pearson's  bill, 
which  would  conflict  with  the  current  Federal  prop^ram  I  think  it  is 
important  that  we  know  about^it;  in  fact  we  are  anxious  to  know 
about  it.  We  surely  don't  want  duplication. 

And  thanks  to  Senator  Sparkman,  the  author  of  the  legislation  for 
the  Small  Business  program,  and  the  Senator  who  has  been  its  guid- 
ing force  over  the  years,  the  SBA  has  been  a, very  important  source 
of  financing  for  businesses  all  across  this  Nation,  particularly  small 
business  ana  particularly  in  rural  areas. 

I  therefore  invited  Thomas  S.  Kleppe,  Administrator  of  the  Small 
Business  Administration,  to  appear  as  a  witness  today.  However,  Mr. 
Kleppe  has  seen  fit  not  to.  He  has  refused  to  testify,  saying  that  he 
does  not  feel  he  can  make  a  useful  contribution  to  the  current  hearing. 

At  this  point  I  want  to  place  in  the  record  Mr.  Kleppe's  letter,  be- 
cause I  think  the  committee  should  see  it.  It  is  a  very  respectful  letter, 
and  outlines  Mr.  Kleppe's  feelings  about  not  appearing  here  today  at 
this  particular  hearing.  I  would  hope  that  he  would  reconsider,  because 
we  do  need  to  get  the  views  of  the  Small  Business  Administration.  I 
think  it  has  much  to  offer,  and  I  happen  to  look  with  great  favor  upon 
its  activities. 

I  would  like  very  much  for  Mr.  Kleppe  to  think  it  over  and  we  will 
be  back  in  touch  with  him. 

(The  letter  referred  to  follows :) 

Small  Business  AoMimsTEATioN, 

W(i8hingt<xn,  D.C.,  July  21,  1971, 

Hon.  HuBEBT  H.  Humphrey, 

Chairmen,  8ul)committe€  on  Rural  Development,  Committee  on  Agriculture  and 
Forestry,  U.S.  Stmate,  Washington,  D,C. 
Deab  Senator  Hcmphrey  :  This  Is  In  response  to  your  letter  of  July  16,  1971, 
Inviting  me  to  testify  before  your  Rural  Development  Subcommittee  on  pending 
proposals  (S.  2223  and  Amendment  Xo.  153  to  S.  1483)  to  ei^tabllsh  a  new  Fed- 
eral rural  development  credit  system  an4  to  establish  a  Rural  Community  De- 
velopment Bank. 

There  l«  no  question  about  the  need  for  legislation  to  strengthen  the  economy 
of  our  rural  areas.  But  the  form  which  such  legislation  should  take,  and  the 
particular  Instrumentiallties  which  should  be  established  to  achieve  the  objec- 
tive, are  m/itters  lying  outside  of  our  jurisdiction.  Accordingly,  I  do  not  believe 
I  could  make  n  useful  contribution  to  the  current  hearings  and,  on  that  ground, 
I  trust  that  you  will  excuse  me. 

Let  me  add  that  my  principal  concern,  as  I  follow  the  developments  before 
y,our  Subcommittee,  Is  that  care  be  taken  to  avoid  the  establishment  of  any 
program  which  would  duplicate,  In  whole  or  In  substantial  part,  the  work  being 
donfe  by  the  Small  Busine^ss  Administration  In  providing  financial  and  technical 
assistance  to  small  firms  situated  In  rural  areas. 
Sincerely, 

Thomas  S.  Kleppe, 
^  __  ^  Administrator. 

benator  HuMPHERY.  Senator  Allen/ 
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STATEMENT  OF  HON.  JAMES  B.  ALLEN,  A  U.S.  SENATOE  FEOM  THE 

STATE  OP  ALABAMA 

Senator  Allen/ Thank  you,  Mr.  Chairman.  I  am  honored  at  this 
time  to  welcome  the  appearance  kji^re  our  subcommittee  of  our  dis- 
tii^ished  senior  colleague,  Mr.  Sparlonan. 

Since  coming  to  the  Congress,  Senator  Sparkman  has  been  a  leader 
in  every  effort  before  the  Congress  to  aid  in  rural  development.  He 
has  both  sponsored  and  supported  measures  that  would  insure  a  sti^g 
acriculttiral  economy.  And  certainly  that  is  the  basis  on  which  an 
effective  program  for  rural  development  must  be  based.  Senator  Spark- 
man  has  oeen  a  long-time  leader  in  the  TVA  legislation,  BEA,  Rural 
telephones,  small  business,  highways,  hospitals,  schools,  grants  for 
water  and  sewer  systems.  And  certainly  with  his  service  on  the  Sen- 
ate Banking  Committee,  and  as  chairman  of  that  powerful  commit 
tee,  his  expertise  in  this  area  has  and  w^ill  add  greatly  to  the  com- 
mittee's work  on  pending  rural  development  bifls,  particularly  the 
Consolidated  Farm  and  Sural  Development  Act.  I  am  certainly  de- 
lighted that  he  does  appear  at  this  time  in  support  of  this  legisla- 
tion and  has  added  his  name  as  a  cosponsor  of  the  measure. 

As  I  have  pointed  out,  our  distinguished  witness  has  been  work- 
ing for  rural  development  during  all  the  years  that  he  has  served  in. 
the  House  and  in  the  Senate.  I  Know  that  all  members  of  the  com- 
mittee look  forward  with  great  interest  to  his  testimony  at  this 
time. 

Senator  HuMPi^Y.  Senator  Sparkman,  we  are  very  honored  to 
have  you  con^.  Yo^are  the  chairman  of  the  Banking  and  Currency 
Conimittee  wnere  so  much  of  the  important  le^slation  relating  to 
credit  and  financing  of  many  private  and  public  institutions  arises, 
and  we  want  to  welcome  you  as  one  of  the  truly  great  Senators  and 
truly  great  experts  in  this  field.  We  need  your  counsel  and  your  advice. 

Will  you  proceed,  sir. 

STATEMENT  OF  HON.  JOHN  SPARKMAN,  A  U.S.  SENATOR  FROM  THE 

STATE  OF  ALABAMA 

>  Senator  Sparkman.  Thaink  you  very  much,  Mr.  Chairman.  I  will 
assure  you  that  I  am  glad  to  hfi,ve  the  opportunity  of  appearing  bjrfore 

I  should  like  to  submit  my  statement  for  the  record.  I  will  n^d  por- 
tions of  it,  but  imdoubtedly  omit  portions.  / 

Senator  Humphrey.  The  entire  statement  will  be  incorporated  as  if 
read.  / 

Senator  Sparkman.  I  want  to  say  that  I  appreciate/Che  statements 
that  all  of  you  have  made.  I  join  in  your  various  6»pre^ons  of  both 
interest  and  concern  regarding  the  rural  aTea  of  ouivcountry. 

I  grew  up  in  the  country  and  I  have  been  a  farmer  all  my  life.  I  am 
still  a  farmer  and  I  believe  I  know  some  of  the  problems  with  which 
our  people  are  confronted. 

One  of  the  most  urgent  and  pressing  problems  facing  our  national 
economy  today  is  the  existence  of  rural  areas  characterized  by  low 
levels  of  productivity  and  income.  The  Congre^,  private  groups  and 
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individuals  (XMicemed  over  the  state  of  affairs  are  studying?  ways  of 
improving  the  economic  status  of  rural  Americans. 

I  want  to  o&mmend  the  distinguished  chairman  and  members  of 
this  subcommittee  for  their  efforts  in  rural  America,  And  I  laiow 
that  the  hearing  held  by  this  sulKx>mmittH)  will  contribute  greai/tly 
to  our  knowledge  of  the  s(0{>e  of  these  problems,  and  will  provide  new 
insights  as  to  how  these  rural  areas,  and  the  families  living  there,  can 
best  be  aided.  Rural  America  has  contributed  enormously  to  the  eco- 
nomic growth  of  oiir  country  and  the  preservation  and  strengthening 
of  our  democratic  institutions.  Its  role  in  our  national  life  has  been 
an  important  one^d  must  be  continued, 

I  want  to  commend  the  subcommittee  for  its  hearings  out  in  the 
field.  I  was  particularly  pleased  that  the  subcommittee  went  to  Ala- 
bama, my  home  State,  and  the  homo  State  of  your  distinguished  mem- 
ber; Mr,  Allen,  I  was  glad  that  you  went  to  my  liometown  :  Huntsville, 
That  is  a  great  big  country  town,  in  a  great  big  rural  county.  Although 
the  town  has  grown  consideraibly  in  recent  years,  the  cx)unty  is  still  pre- 
dominately rural.  And  I  cm  saj^  that  for  the  whole  Tennessee  Valley. 
It  has  had  very  fine  industrial  development  over  the  years,  but  it  is 
-still  rural. 

And,  by  ^he  way,  I  believe  Senator  Curtis  mentioned  water  and 
sewers  and  Senator  Talmadge  did,  too.  You  know  last  year  the  Senate 
passed  by  unanimous  vote,  and  the  House  jmssed  on  a  rollcall  vote 
with  only  about  a  dozen  nepitive  votes,  an  additional  authorization 
of  a  billion  dollars  with  which  to  provide  watf  r  and  sewers  for  what 
we  would  call  the  rural  areas,  I  was  pleased  to  be  the  author  of  that 
legislation  in  the  Senate.  And  Con^ssman  Patman  offered  the  same 
bill  in  the  House  of  Representatives.  ^ 

You  will  reniember  that  only  a  feny  years  ago  we  passed  a  bilL  I 
believe,  providing  a  billion  dollars  that  was  sponsored  chiefly  by 
Senator  Aiken  but  on  which,  as  I  recall,  93  Senators  joined  and 
under  that  program  a  tremendous  lot  of  improvement  was  brought 
about,  until  it  became  used  up.  And  that  is  what  prompted  the  in- 
>  traduction  of  the  billion  dollar  additional  bill  just  a  year  ago. 

By  the  way,  I  mentioned  your  going  to  my  county.  I  think  I  am 
safe  in  saying  that  practically  every  acre  of  that  county  has  water 
and  sewers.  There  must  be  a  dozen,  about  a  dozen  different  organiza- 
tions, and  now  they  are  in  the  process  of  consolidating  all  of  them  into 
one  countrywide  organization,  so  that  the  entire  county,  as  the  result 
of  this  legislation  that  has  been  mentioned,  has  been  able  to  bring 
water  and  sewer  service  to  the  communities  over  the  whole  county. 

By  the  way,  while  I  think  of  it,  I  want  to  call  to  the  attention 
of  Senator  Curtis  that  he  and  I  served  together  on  the  House  com- 
mittee back  in  1940,  1941,  and  1042 — I  guess  it  ran  on  through  1943, 
I  believe^  I  am  not  sure.  I  believe  the  title  of  that  was  "Migration  of 
Destitute  Persons."  That  was  in  the  days  of  the  Okies  and  the  Arkies 
and  the  sandstorms  and  all  of  those  things  and  I  have  always  felt 
that  that  was  a  very  fine  study.  It  became  diverted  when  the  war 
came  on.  * 

I  remember  President  Roosevelt,  for  instance,  asked  us  to  go  out 
to  California  to  hold  a  hearing  and  make  a  report  on  the  Japanese- 
American  sijMation  and  we  did  that. 
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An4  then  the  question  came  of  shifting  workers  from  one  commu- 
nity to  another.  In  other  words,  it  got  away  from  the  complete  migra- 
tion of  indigent— what  was  that  ? 

Senator  Curtis.  As  I  recall  the  name  of  the  committee  was  thg 
Committee  To  Investigate  the  Interstate  Migration  of  Destitute 
Persons. 

Senator  Sparkmax.  "Destitute''  is  the  word.  I  said  "indigent." 

Senator  Curtis.  It  was  requested  by  the  California  delegation.  At 
that  time  great  numbers  of  people  were  moving  into  California,  and 
California  was  stopping  some  of  them  at  the  border;  they  couldn't 
take  care  of  all  of  them;  thev  didn't  have  jobs  for  them.  They  were 
loading  up  their  schools  and  they  had  hospital  problems  and  they 
wanted  Federal  help. 

I  might  say  that  the  reason  I  got  interested  in  it  was  that  I  felt 
that  just  mo^  and  bigger  relief  in  California  wasn't  the  answer 
at  all  Many  « these  people  came  from  the  Great  Plains  States,  and 
they  came  there  because  of  drought.  And  out  of  that,  if  you  will 
examine  some  of  the^^hearings,  particularly  the  hearing  at  Lincoln, 
N*ebr.,  and  the  report,  vou  will  find  that  that  Clearing  and  report 
gave  an  inripetus  to  the  development  of  irrij^tion,  particularly  in  the 
Great  Plains  States.  Ojvcourse,  not  all  of  it  is  traceable  to  that,  but 
as  I  say,  it  gave  impetua^to  it.  And  the  likelihood  of  ravages  from 
drou^t  and  duststorms  were  very  much  reduced  because  of  the 
conservation  practices  that  followed. 

I  learned  la  great  deal  in  that  committee,  and  that  is  one  of  the 
reasons  why  I  feel  that  the  economic  causes  and  the  economic  anaweirs 
are  the  only  ones  that  will  last,  f 

Senator  Sparkman.  It  was  an  eye-opener  as  to  the  rural  conditions 
at  that  time. 

Th«»  Mr.  Chairman,  in  1949  I  had  the  pleasure  of  being  the  chair- 
man ocf  the  Subconimittee  on  the  Joint  Ecorfomic  Committee  that  was 
entitled  "S^ubcommittfee  on  Low-Income  Families."'  At  the  time,  the  idea 
of  ej^tending  aid  to  depressed  areas  and  in  particular  to  the  rural 
areas  was  first  advanced.  A  report  issued  by  that  subcommittee — by 
the  way,  here  is  the  book  borrowed  from  the  Joint  Economic  Com- 
mittee that  contains  that  report.  And  it  has  been  most  interesting  to 
go  bftck  and  review  it.  It  might  be  interesting  to  note  the  makeup  of 
that  swboonmuttee. 

I  was  chairman.  Senator  Ralph  Flanders  was  the  only  other  Senator 
on  the  subcommittee.  Then  we  had  Congressmen  Walter  Huber,  of 
Ohioj  Frank  Buchanan,  of  Pennsylvania,  and  Robert  F.  Rich,  of 
Pennsylvania.  It  was  quite  a  subcommittee,  and  worked  rather  hard 
and  I  am  still  proud  of  the  work  that  we  did. 

As  a  reault — I  bring  a  good  bit  of  this  out  in  detail  in  my  statement, 
but  I  shall  not  read  it — as  a  r^ult  of  this  study  we  urged  that  the 
Department  of  Agriculture — my  own  recommendation  was  that  the 
Department  of  Agriculture  should  pick  out  a  thousand  of  the  poorest 
rural  counties  in  the  United  States  and  start  working  on  a  rural  de- 
velopment program.  Actually  they  never  got  that  high  in  number. 
In  fact,  they  started  on  a  rather  low  number ;  X  thinS:  probably  50 
or  something  like  that. 

And  then  in  1961  we  passed  the  Area  Redevelopment  Act.  I-think 
I  am  correct  in  saying,  if  my  memory  serv^  jme  correctly,  that  came 
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out  of  the  Banking  Committee  of  w^hich  I  was  a  member,  but  I  was 
not  the  chairman.  I  urged  that  500  counties  be  placed  in  there.  I  be- 
lieve they  have  actually  pltw^ed  500  counties  in  there  for  rural  develop- 
ment programs  to  be  started.  ) 

Ana  then  there  were  other  actions  through  the  years.  In  1949  I  was 
chairman  of  the  Housing  Subcommittee  oi  the  Banking  Committee. 
And  I  introduced  legislation  that  would  provide  direct  loans  to  farm 
families.  That  was  a  most  succesigful  program,  and  has  been  through 
the  years. 

I  have  often  interested  myself  in  driving  through  rural  areas  any- 
where and  just  picking  out  the  Ijouses  that  have  been  built  under  the 
program,  x  ou  <?an  almost  identify  them. 

Fmally,  we  couldn't  appropriate  money  fast  enough  to  take  care  of 
-that  program  go  we  modified  it  by  providing  an  insurance  program 
whereby  the  mortgages  would  be  taken  out  and  insured,  very  much 
like  they  were  insured  under  the  Federal  Housing  Administration. 
The  program  was  stepped  up  considerably. 

Finally,  in  1968,  when  we  passed  the  1968  Housing  Act,  you  may 
,  recall  that  we  established  two  programs,  235  and  236  housing — which, 
by  the  way,  have  proved  to  be,  I  suppose  the  most  popular  housing 
programs,  and  perhaps  the  best  to  take  care  of  the  low-income  people, 
that  we  have  ever  had. 

Of  course,  when  it  was  being  presented  for  consideration  in  the 
committee  those  were  felt  to  be  for  urban  areas.  And  they  were. 

We  had  no  trouble  getting  that  through.  You  know,  it  has  always 
been  noticeable  to  me  that  we  can  get  housing  legislation  or  almost 
anything  for  our  crowded  urban  areas.  But  people  overlook  the  rural 
areas. 

I  was  presiding  over  the  committee  when  we  passed  the  235  and 
236  programs.  And  as  soon  as  they  agreed  to  it — I  said  nothing  about 
rural  areas  until  that  point — then  I  said,  noW,  gentlemen,  this  is  fine 
what  we  have  done  for  the  urban  areas,  but  I  want  to  remind  you  that 
there  are  just  as  bad  slums  in  rural  areas  as  there  are  in  urban  areas, 
and  50  percent  or  more  of  the  poverty  of  America  is  to  be  found  in  . 
rural  areas. 

Senator  Hitmphrky.  I  think  that  is  so  terribly  important  to  keep 
emphasizing.  Senator,  because  it  is  constantly  forgotten.  That  is  prob- 
ably one  of  the  reasons  for  this  subcommittee,  to  put  some  emphasis 
on  this  great  area  that  you  are  mentioning  now. 

Senator  Sparkmax.  Yes.  And  we  see  the  slums  in  the  city;  we  see 
the  ghetto  areas  there;  wl»  see  the  crowded  conditions.  Maybe  we 
don't  go  out  into  the  rural  areas  enough  to  see  the  dilapidated  housing 
there  and  the  ahpndoned  houses,  and  so  forth.  And  I  said :  "I  want 
you  to  enact  exactly  the  same  program  for  rural  areas." 

I  think  it  rather  stunned  them  when  I  said  that,  but  they  agreed 
to  it.  So  we  started  a  new  rural  housing  program.  That  bill  was 
signed  into  law  as  an  omnibus  bilL  It  was  an  enormous  bill.  Of  course, 
it  had  lots  of  housing  in  it.  It  was  over  300  pages  long.  I  was  down 
at  the  signing.  It  was  signed  at  the  new  building  that  had  just  been 
opened  down  here ;  HUD.  And  I  was  sitting  next  to  President  John- 
son. The  bill  was  lying  on  the  table  and  I  just  turned  it  over  and  saw 
how  many  pages  it  was  and  I  said:  "Mr.  President,  thete  are  357 
pages  in  that  bill." 
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And  so  Nvhou  he  started  to  sign  it  ho  said:  *\Jolm  Si>arkinun  Iki.s 
iiieinorized  ev<My  word  in  tliis  hill.** 

And  I  said.  ^*Mr.  President,  that  is  not  teehnically  correct,  hut  it  is 
aInioHt  eorreet*  — hecanse  it  had  taken  a  lont;  time  and  lots  of  work  to 
develop  that  hill. 

That  wassi<i:ne(l  ou  Au<rust  1,  VM\b. 

You  know,  lots  of  times  programs  are  so  slow  to  <yet  into  efl'ect  hut 
the  first  eoiatraet  under  that  hill  was  signed  on  August  10,  VMSK  at  a 
little  town  called  l^ma.  Ala.,  in  Madieon  County.  That  was  the  fii-st 
loan  that  was  financed  by  tiie  bank. 

Senator  IIl'mpiirey.  You  said  that  was  in  Alahanui  ( 

Senator  Sparkmax.  That  was  in  Madison  County,  Ala. 

And  by  the  way,  I  meant  to  tell  you  that  the  fii-st  direct  farm  loan 
was  made  in  Alabama,  too.  in  Jackson  County,  Ala.,  which  is  my 
neij^hhoring  county,  and  the  ^lome  county  of  my  successor  in  the  House, 
my  Congi-essman,  Hob  Jones,  who  was  most  active  in  that  legislation. 

Wnt  anyway,  it  shows  the  program  cati  get  started. 

Now,  about  r>  years  ago  I  went  on  a  trip  with  Secretary  Romney 
primarily  in  Alahanui,  and  we  weiit  to  Madison  County,  Ala.  We 
drove  out  into  the  country  about  15  miles.  And  we  saw  some  of  tlie 
best  housing,  brick  homes,' three  bedrooms, -beiiig  built  at  a  reasonable 
cost,  and  with  reasonable  terms  for  financing,  for  rural  families. 

The  bi^*-  problem,  as  I  see  it,  in  the  rural  sections--and  there  is  no 
([uestlon  f)ut  what  the  people  are  still  moving  from  the  rural  sections 
to  the  citieJf— and  rtlunk  we  ought  liot  only  to  stabilize  the  popula- 
tion in  the  rural  areas,  but  I  think  we  ought  to  be  able  to  reverse  it 
and  pull  some  of  those  people  back  out  of  the  crowded  cities  into  the 
rural  ar4as. 

And,  as  has  been  brought  here  by  all  of  you,  we  Jieed  better  job 
situations,  job  traijiing,  housing,  water  and  sewers,  schools,  good 
roads.  And  most  of  this  is  based  ujron  adequate  credit  in  the  rural 
areas.  .  .      ,  . 

There  are  other  problems.  AA>  have  tried  to  get  housmg  built  in 
rural  areas,  but  you  can*t  interest  the  builders  in  going  out  and  build- 
ing housing  in  rural  areas,  because  usually  it  is  oiie  house.  If  we  could 
ever  get  tcPthe  i)oint  wliere  we  couhl  develop  a  conuuunity  and  have 
a  sufficient  demand  out  there  for  housing,  then  you  can  get  the  buiUhM- 
to  go  out  and  build  it.  •  i  i 

AVe  have  nnu'iuh'd  the  l;iw  Fmiu  time  to  tune  to  [)i'ovi(i('  hetlei-  ()p 
portunities  with  the  Fedeial  Housing  Administnition.  A^e  hnvc  in 
creased  the  si'/c  of  tlu'  towns  that  can  Ix^  tciiucd  rui'al  areas.  be(;nusc 
snu\H  towns,  small  cities  have  the  same  [)n)l)lenis  as  lairal'  areas  have. 
We  have  got  .to  do  soiiusthing  to  locate  liglit  industry  in  those  areas  so 
US  to  fui  ni^h  job  op[>ort  unities. 

Senatoi'  ( *urt is  ineutioiu'd  the  inihistrial  development  bond  exempted 
from  income  tax.  AVe  have  had  ([uite  a  struggle  to  irct  it  up  as  high  a^ 
^i-l  million.  It  ouirht  to  be  increased:  I  agree  with  you. 

lint  there  is  something  els6  I  want  to  call  attention  to.  Hark  a  good 
numy  vears  :\pK  in  1I^.^>4.  i  gucs^  it  was.  I  otl'ered  an  ameiuhnent  to 
theJAvhdi  the  Small  riiisiness  .Vdmini^t  rat  ion  was  set  \\[).  T  ollered 
nn' amendment  to  that  bill  which  became  section  oOii.  aiithorizmg 
SBA  loans  to  assist  comjuunitics  and  small  towns,  and  so  forth,  to 
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build  faciritios  for  iiuln.st rios  to  inovo  in.  A  ivuiarkably  lino  job  lias 
b(»en  (lono.  I  ran  i)oint  to  my  own  St?it(»  and  S<M:;..()r  Allen  kno\As  (bis 
tobetiiX'. 

I  can  Jianio  the  little  pbuT  of  Piss^ab  np  on  San  Monnfain  \vl)(M'e, 
nndcr  section  TiOti  ono  of  tbc  earliest  pfojoi  ts  \va-  pni  in.  Tbey  opiMUMl 
that  plant,  and  witb  a  year's  time  ihvy  were  \\j)rkin^i  !noi>'  pc^^ple  (lifMi 
tliej'f' were  inbabitants  in  that  t(»\\'n. 

^  Now,  yon^eaii  inu^iL^lne  w  hat  it  did  for  Mi;'  are:u  Tbe  j)lant  has  slin'e 
been  donbhul  and  (jiifidrnpbd. 

Senator  TlrMriiKKY.  I  low  does  Ibat  i)articular  seytion  of  SHA 
work  ?  AVliat  i.s  it,  a  guaranteed  loan  or  dire(*t  loan  f 

Senator  Sparkmax.  Ordinarily  it  works  in  cooperation  witb  a  local 
de\  elopinent  company.  Tbe  lo.'al  development  company  pnts  np  a  part 
of  the  nioney  and  SBA  nnakes  a  loan  that  can  ^o  as  hi^h  as  00  percent 
of  the  cost  of  a  building  and  the  necessarjr'  equipnnent 

Senator  Humphrey.  It  is  primarly  industnal  development:  is  that 
wliatitis? 

Senator  Sparkmax.  Industrial  development;  that  is  what  it  is. 
Actually  I  ^ot  that  idea  from  New  England.  They  had  such  develop- 
ment boai'ds  there,  and  sometimes  on  a  statewide  basis.  Our  State  of 
Alabama  last  year  authorized  a  State  Industrial  Development  Board. 
By  thje  way,  we  have  a  very  fine  department  of  industrial  relationg  in 
Alabama  that  works  on  ail  sizo^l  industries,  incbidinu  smalL  We  ItWe  a 
very  active  and  aggressive  regional  director  of  the  Small  Business  Ad- 
ministratipn  down  there.  And  he  has  done  a  very  fine  job,  and  I  endorse 
that  as  a  method  of  getting  jobs  out  there.  And  all  of  these  other  prob- 
lems, I  know  you  have  dealt  with  them.  I  cannot  take  more  of  your 
time. 

I  enjoyed  being  with  you  very  much,  and  I  do  submit  tbe  statement. 

( Tb(^  {UTpared  statement  of  Senator  Sf)arknnin  follows:) 

Semi  tor  Sparkmax.  One  of  tbe  most  urgent  aiul  pressing  problems 
facing  our  national  economy  today  is  tlie  existence  of  rural  ureas  char- 
acterized by  low  levels  of  productivity  and  income.  Tbe  Congress, 
private  groups,  and  ijidividnal^  (concerned  over  this  state  (d"  :\iraii^  are 
studying  ways  of  imf>roving  tbe  economic  status  of  rural  .Vmericans. 

I  want  to  conmumd  tbe  distinguished  chairman  and  n.icnd)ers  of  this 
subcommittee  for  tlieir  efforts  in  behalf  of  rural  America,  and  I  know 
that  tlie  bearings  held  by  this  snlx^onnnittee  will  (Contribute  greatly  to 
our  knowledge  of  tbe  scope  of  these  problems  and  will  |)rovi(le  new 
insights  as  to  how  these  rural  areas,  and  the  families  living  there,  (*an 
best  be  aided.  Kural  America  has  contributed  -tMionnously  to  the  eco- 
nomic growth  of  our  country  and  tbe  preservation  and  strengthening 
of  our  democratic  instituticms.  Its  role  in  our  national  life  has  been  an 
imf)oi-tant  one,  and  must  be  contiinied. 

In  1040,  I  liad  tlie  ])leasure  of  chairing  bearings  before  tbe  subcom- 
mittee on  low-income  families  of  the  Joint  E(*onomic  Committee.  At 
that  time  the  idea  of  extending  aid  to  depressed  areas  and  in  particu- 
lar to  tbe  rural  areas  was  first  advanced.  A  I'eport  issued  hy  that  sub- 
committee revealed  that  in  every  State  in  the  Xation  there  are  areas  of 
concentrated  law-income  rural  population,  miable  to  lift  themselves 
by  the  bootstrai)S  economically  because  their  capital  and  productive 
resources  are  inadequate.  Desj^ite  congressional  efforts  to  provide  the 


oroiioniu*  infusions  noedcMl  to  rnisc  tliesc  areiis  from  tUnv  deprosst^d 
coiulition,  the  prol)leni  of  rnnd  poverty  is  still  with  iis. 

Making  these  rural  areas  atfr:ieti\'e,  not  only  in  t^^'ins  of  eeononiie 
opportunity  biit  also  in  the  (juality  of  life  they  offer,  is  vital  to  tlie 
future  of  tnis  Nation.  We  have  experienced  an  out pourifiii:  of  [H)pula- 
tion  from  rural  areas  to  the  urban  complexes,  thai  Jiccordin^r  t<> 
cent  census  report,  continues  uual)ate(l.  IV()[)le,  and  in  particidar 
yonn«ij  neople,  have  left  the  rural  areas  (o  seek  the  ^rreater  e<-ououiic, 
cultural,  and  .social  opportunities  of  th(»  urban  areas.  As  our  rural 
areas  have  lo.st  po[)ulation,  the  urban  areas  have  (^\pe^ienced  a  rapid 
^jrowth  in  the  social  j)r()l)leins  of  ovevc-rowdin^,  pollution,  and  crime. 
This  outward  flow  of  j)()pulation  must  be  stennned  if  rural  areas  are 
to  have  the  (qualified  manpower  nettled  to  develop  them  and  if  tlie 
^rowin^  pressure  on  url)an  areas'is  to  be  lessened. 

In  approaching  the  problems  of  rural  development,  n  careful  anal- 
ysis of  ex  i"--tin£r  Federal  |)r()^ran»>  to  aid  in  tljiseifoit  and  of  the  further 
needs  of  rural  areas  is  a  must  if  ruMV  le^xislation  is* to  be  effective.  Since 
the  .subcommittee  1  chaired  of  the  Joint  Enmomic  ('(Mnmitt(»e  first 
explored  (Jevelopin^  economically  dcpres.sed  area.s,  a  number  of  Fed- 
eral i)rojrrams  in  Diral  development  have  Ijecn  established.  It  has  been 
my  singular  ph^asure  to  ^vork  M'ith  the  distin<j^iished  chairnum  and 
others  of  this  subconunittee  in  the  pas.sa*;e  of  legislation  to  institute 
these  ^^)ro^rams. 

I  recall  '\n  li);*).").  w  Im'U  Afembers  of  the  Conjor^-css  wer<?  finally  able  to 
c(mvince  the  then  Secretary  of  A^^rictdture  Benson  to  Hcsiirnate  .^0 
coimtiea  with  the  greatest  concentration  of  low  rural  incomes  as  pilot 
])rojects  for  iucre«ised  credit  and  technical  aid  for  simill  faruu^rs.  The 
luunber  of  counties  recg^vin^  assistance  under  this  pro<jfram  had  ex- 
paiuied  to  'MH)  by  the  time  tlie  Area  Redevelopnicnt  Act  was  passed  in 
VM'A.  The  ARA  allowed  loans  to  be  made  for  (jualificd  public  facilities 
])rojects  and  private  industrial  and  commercial  redevelopment  in  rural 
airas.  AVe  were  successful  in  securing  approval  to  include  the  earlier 
<lesin^)ated  .'UK)  low-iocome  counties  as  elr^^ible  for  assistance  imder  the 
Area  RedeN'clopment  Act.  Also,  throu^^h  my  (efforts  and  tbo.se  of  soua* 
of  my  collea^u(»>\  a  movemetit  to  strike  >be  (  ntire  .section  [)rovidin<r 
for  rural  redevelopment  loans  from  the  Ai*(^a  Kede\*ek)pment  Art  was 
forestalled  in  coirunittee. 

To  nuike  t\w  loans  for  public  facilities  pi*oj(H'ts  imder  the  Area 
Redeveloi)UHMit  Act  more  financially  attractive  to  rural  areas,  I  offered 
an  amendnuMit  to  lower  t\w  int(^rest  on  thes(»  loans^o  a  point  <*om par- 
able to  that  available  on  collep»  hoxisin^  loans.  This  amendment  was 
adopted  bv  the  Sc^mite  and  ulthnately  iiu-orporated  into  the  act. 


nomic  potential  without  the  .social  ills  exp(^rienced  in  the  rapid,  and 
far  too  often,  unplantied  development  of  the  urbnu  areas.  For  this  rea- 
.^on  I  am  particularly  glad  that  the^IousiiW  and  Urban  Development 
Act  of  1968  amended  section  701  of  ohe  XaWnal  Housing  Act  to  per 
init  irUI)  to  make  grants  to  distrii't  |S^ni?^  agencies  for  assistance 
to  nonmetropolitan  di.stricts  conducting  aYymJ^ide  comprehensive  plan- 
nini>:  programs.  . 

lo  secure  funding  fpr  the  grants  authorized  for  rural  and  small 
town  planning,  I  spon.sored  an  amendment  to  increase  the  section  701 
ap|)ropriation  for  fiscal  year  19()9.  Ultimately,  $2.2  million  wa.s  ap[)ro- 
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priated  for  those  noninotropolitaii  planning  districts.  The  fijtst  report 
on  rurftl  planning  submitted  by  the  I)epai'tinoiit  of  Housing  and  Urban 
Development  in  eomplianee  with  section  001  of  the  Agricultural  Act 
of  19^70,  states  that  in  the  2  fiscal  years  of  1069  and  1970,  Iiri)  made 
grants  totaling  $3.8  million  to  assist  l.'U  district  agencies  "performing^ 
comprehensive  planning  services  for  areas  that  ai-e  principally  or  en- 
"tjrely  non^ietropolitan  in  <:haracter.''  IIUD  estimates  that  $3/2  mil- 
lion has  been  expended  for  rural  i)lanniiig  in  the  fiscal  year  that  just 
ended.  T^AVould  hope  that  the  Department  of  Housing  and  Urban  De- 
veloinuent  would  fully  implement  this  program  in  order  to  promote 
the  sound  ph\nning  intended  by  the  Congress. 

In' addition  to  tne  depressed  economic  state  of  many  rural  areas,  in 
many  iustanees  tliese  areas  also  lack  basic  facilities  for  the  improve-] 
m(Mit  -of  the  quality  of  rural  life.  Fifty  percent  of  housing  in  rural( 
Anierica  is  substandard.  Medical  services  are  inadequate.  And  i)ublic 
itf  ilities  still  have  not  reached  some. 

/fhe  biggest  obstacle  rural  people  face  in  obtaining  decent  housing, 
is  the  lade  of  housing  credit.  For  that  reason,^  Federal  Housing  Ad- 
ministration^ programs  have- had  little  impact  in  rural  areas.  FHA's 
guaranteed  loan  program  requires  the  prospective  homeowner  to  find 
a  lender,  and  lendei-s  are  very  scarce  in  rural  areas.  SmaJltown  banks, 
foj:^  instance,  are  unable  to  tie  up  their  limited  capital  in  long-term 
housing  ^iis.  Moreover,  there  a>e  few^  large  lending  institutions  which 
^  will  makemortgage  money  available  to  rural  areas. 

In  recognition  of  the  handicaps  rural  areas  face  in  regard  to  hous- 
ing, T  sifensored  a  provision  more  tha;n  20  vears  ago,'w^hich  became 
law  as  part  of  the  lEqpsing  Act  of  1949,  to  authopize  the  Farmers 
ITome  Adniinistratian  to  make  direct  loans  for  hoysin^.  Originally 
these  loans  WTro  made  at  4  percent  interest  for  n^oderate  mcome  fami-- 
lies  living  on  farms.  ■  *  ' 

In  1961  we  broadened  Farmers  Home  Administration's  authority, 
nnthorizing  it  to  make  loans' to  rural  nonfarm  families  as  well  as 
^  fanners.  The  demand  for  these  direct  loaiis  was  so  great  that,  in  1965, 
<>)ngress  approved  a  new  method  of  financing  the  Farmers  Home, 
Administi-ation  program,  which  untiLthen  had  relied  on  direct  appro- 
priations from  the  Treasury.  It  was  obvious  that  the  tremendous 
amount  of  f imds  rectuired  for  rural  housing  loans  would  not  be  forth- 
coming by  aj[)propriations.  Congress,  therefore,  ^ve  Farmers  Home 
Administration  authority  to  sell  insured  housing  notes  to  private  in- 
vestors. And  111  that  same- legislation.  Farmers  Home  Administration 
was  ])ermitted  to  make  loans  to  people  residing  in  small  tow^ns  of  up 
to  0,000  population.  Thus,  FHA  was  able  to  expand  its  rural  housii/cr 
loans  trom  less  than  ^$70  million  in  196l  to  nearly  $f)00  million  last 
^ear,  or  about  enough  to  provide  for  50,000  new  or  reliabilitated  hous- 
ing units.  • 

In  1968  housing  legislation,  FHA  authority  was  further  expancled, 
enabling  the  agency  to  provide  subsidy  payments  to  low-income  rural 
people  so  as  to  reduce  interest  rates  to  1  percent 

Further  expansion  of  the  FHA  program  will  be  possible  by  impor- 
tant new  amendments  Congress  included  in  the  1969  Housing  and 
Urban  I)eyelopment  Act.  These  amendments  eive  the  FHA  nrnfrriTn 


sc  amendments  give  the  FHA  program 
u-V-.^^^Til'"^-'""  ^r^^^^^  ui^tween  500,000  and  400.000  new  or  rolia-' 
bihtated  housing  units  a  year  and  ^ith  little  impact  on  the  Federal 
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biul<f^  sinoo  Fanners  Iloinc  Adiniiiistnition  nvise^its  finuls  by  the 
salo  ctf  notes  on  tlie  private  inarkct.  .  ^ 

OtIiVr  ])rovisi()i)s  will  in-tikc  it  i^)ossil)le ,  for  local  .people  to  heeome 
involved  in  lielpin<r  to  meet  lionsm*?  needs  of  tl)(Hr  areas.  Tlie  l''>01> 
law  includes  a  n(»w  section  r)i>-k  wliicli  I  liad  flie  lionor  of  s[)()ns()rin<!:, 
antliorizin^  FIIA  to  n\ake  loans'to  local,  nonpi-olit  associations  or 
corporations  to  hny  and  develop  land  as  honiesites  for  low-  and  mod- 
erate-income people. 

Tliron«:li  prot^i'anis  such  as  there,  i)ro<rress  can  be  made  in  elinii- 
natin<rsubstandardlii[)usin<r  in  rural  areas. 

'Die  Nation  is  sutriM  in<r  from  a  serious  sliorta<re  of  nu'dical  facilities 
Ml  snjail  towns  and  l  urnl  ai  eas  and  it  issmvly  a  Federal  i'es|)onsil)ility 
to  iielp  renuuly  this  shorta<re.  Many  youn<r  doctors  will  be  pleased  to 
settle  in  small  lowjis  if  they  could  afford  the  equipment  and  treatment 
facilities  that  arc  necessary  in  uiodern  medical  pi'actice.  Without  some 
assistaiu-e  it  is  usually  iuipossil^le  for  such  facilities  to  be  built  in 
rui-al  arcvis.  At  the  present  tinu\  then*  is  no  Fe(leral-]Ho«rraiu  to  help 
people  livinir  in  small  towns  to  secure  a  doctor.  Towns  nuiy  build  clini(  s 
with  local  [uiblie  funds,  bu<  many  inilepeiulent  mimled  youn<r  doctors 
hud  the  re<rulatious  imposed  in  a  conmmnity  owneil  facility  i*estri<*ti ve 
and  would  prefer  to  |)ractice  in  a  facility  of  their  own. 

I^ast  week,  I  introihiced  le<rislatif)n  to  authorize  Federal  Housiu<; 
*  A(hninistrati()Ji  insurance  for  the  fintinein^r  of  medical  clinics  spon- 
Sf)red  by  from  one  to  four  doctors.  This  authority  would  be  limited  to 
clinics  to  be  located  in  rural  areas,  small  towns  oi*  low-income  inner 
citv  areas.  The  IVaukintj,  Housin*:  and  Urlmn  AH'airs  Conuuittee  ini- 
tiaUvi  ietrislation  in  HM)(>  that  [)rovi(hHbfor  FHA  insuraiue  for  <rroup 
practice  facilities  foi'  five  or  uu)re  doctoi-s,  and  1  see  no  reason  why  this 
I)roposal  to  initiate  Federal  aid  to  i  in-al  area,s  to  secure  medical  treat- 
nuuit  wcmldnot  be  equally  acce])table  to  the  C'onj^ress. 

Wlien  I  first  came  to  ('on^rress,  {)0  percent  of  the  rural  families  \\\ 
my  district  still  did  not  have  electrical  power.  Howevei-,  throu^di 
such  pi-o^Mins  as  KEA  ami  TVA^  this  situation  has  been  eomi)letely 
reversed.  1'oday,  less  than  10  |)ercent  of  the  rural  families  in  that  (bs- 
ti'icf  ai'c  without  electricity. 

Alt!Hm<rh  </reat  strides  have  been  made  in  rural  electrification  and 
much  credit  is  to  be  <riven  to  tlu*  rural  electric  cooperatives,  no  family 
in  America  should  be  denied  the  opportimity  to  enjoy  the  <rreat  ad- 
vanta<res  in  (hiily  li  fc  nuide  possible  throu<>;h  electricity. 

Despite  ^he  ^ains  which  hav(»  been  'made,  the  job  of  developiu<r  rural 
areas  has  not  ))ecu  completed.  It  has  been  demonstrated  that  with  a 
cond)inatioji  of  loans  and  technical  assistance,  rural  peo])le  can  be 
lifted  to  selfsnfficient,  independent  st atu.^  with  little  immediate  cost 
but  trreat  ]()n<r-tem4  <rain.  Hut  theiV  has  nevei-  been  sufficient  authority 
or  funds  to  reach  tin*  maiiy  rural  conuuunities  whose  economic  stahil- 
itv  and  standard  liviu*r  are  below  the  miuinnmi  or  adequate  level. 
For  this  reason,  1  tuke  <rreat  pleasure  in  coHpousorin<r  S.  I  be- 

lieve that  this  bill  will  pjomote  the  eoo])erafion  of  all  levelsj)f  <rovern- 
ment  in  rural  development  efforts  and  will  provide  the*  funds  so 
necessary  if  these  efforts  a!'e  to  be  successful. 

The  reoi'^anization  of  the  praseiit  loan  pro<ri*ams  of  the  Department 
of  A<rriculture,  provided  for  in  this  bill,  is  needed  if  the  fundiu^nr 
re(piirements  of  rural  areas  are  to  be  effectively  uiet.  Hy  placin<r  tlie 
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ivst>(;nsil)iJity  for  all  rural  cn^iit  in  a  now  Assistant  Sccrdarv  of 
A<rri<'ulturo,  S.  2±2:\  will  oxpodito  the  socurin^i:  of  loans  for  rural 
trt'wlopinout.  Equally  iiiiportaiit  is  the  oxpansion  of  Federal  loan 
•nnthoi^'izution,  particularly  in  nonfarin  pro<rranjs.  1  feel  that  the  (\)n- 
solidated  Fanu  and  Rural  1  )evelopiuent  Act  is  a  Ttuijor  step  toward 
fuHillinor  the  eoininitnu^iit  made  in  the  A<rrieultt!ral  Art  of  H)7()  to 
develop  tlu>  rural  areas,  and  1  am  proud  to  he  associated  witli  this 
le?/is)ation. 

Senator  SrAHKMAX.  And.  Mr.  Chairman.  I  should  like  to  suhmit 
a  j^tareiTU'ut  that  has  been  sent  to  me  l)y  Airs.  Kli>?aln'th  Edwards, 
executive  director  of  the  Coosa-Elmore  Community  Action  Cominitfee, 
Inc.,  down  at  ^N'etumpka.  Ala.'l  would  like  her'statement  nn(i  such 
parts  of  the  exiiibits  attached  that  you  feed  should  Ik'  ijicluded,  to 
included  in  the  record. 

Senator  IIumimikkv.  We  shall  he  hai)]>v  to  do  so.  Seimtor. 

Senator  Sp.vkkm.w.  Mrs.  Edwards  lias  done  a  verv  fine  job  and 
<*()ntnnies  to  do  so. 

(The  statement  is  as  follows:) 

SlATKME.Xr   OF   Kl  IZABKI  Il    T.    KdWAUDH.    KaKA  I  TIVK   DlRtCTOU,    ( \)OH.V-Kl \l ORK 

Community  Action  Committee,  Wettumpka,  Ala. 

Mr.  Chairman,  and  members  of  the  Sub-Committee,  thanlis  for  the  opportunity 
to  express  our  conoern  for  the  people  of  rural  America. 

First  let  me  tell  you  about  Coosa-Elmore  Community  Action  Committee. 

Community  Action  in  Coosa  and  Elmore  Counties  is  local  citizens  working 
together  to  improve  the  lives  of  the  poor. 

The  Office  of  Economic  Opportunity  Act  of  1964,  as  amended  in  1967,  gives  local 
citizens  an  o[H)()rtunity  to  solve  the  problems  of  ])ov('rt  v  at  tJie  local  level. 

Coosa-Elmore  Community  Action  Committee  was  established  in  1967  and 
functions  under  a  Rroup  of  volunteer  leaders  from  all  parts  of  the  eoinuiunltv,  in- 
cluditig  representation  from  the  poor.  A  small  staff  is  employed  to  carry  out  the 
pohcit'.s  and  projjrramK  of  the  comnninity  volunteer  leaders.  The  staff  consists  of  a 
director  and  some  profej5sional  and  non-professional  employees  who  are  in  this 
work  because  of  a  deep,  personal  dedication  in  assisting  the  poor  to  break  out  of 
the  iron  circle  of  poverty  and  apathy. 

The  primary  goals  of  Community  Action  are  :  to  seek  out  the  poor ;  provide  op- 
portunities and  capabilities  for  effective  participation  of  the  poor  in  the  planning, 
conduct,  and  evaluation  of  programs  which  affect  their  lives ;  generate  new  and 
better  approaches  to  solving  problems  created' by  poverty;  build  effective  com- 
innnic.'iMon  hrid^res  between  the  poor  and  non-poor ;  and  strengthen  the  plan- 
ning and  coordination  of  anti-poverty  program.s  so  that  the  resources  invested 
will  produce  maximum  progress. 

rmnnmnity  Action  seeks'  new  ways  of  opening  economic  opportunity,  of 
rai.^ing  the  capacity  of  individuals  to  participate  in  the  ecouomic  life  of  Coo.-^a 
and  Elmore  (.'ountiea.  We  realize  that  an  income  maintenance  program  will 
koep  pcopl(»  alive,  but  it  will  not  solve  the  basic  problems  that  keep  people  poor 
and  d(»pcndent.  Community  Action  works  to  provide  new  programs  and  knowledge 
needed  to  afford  these  people  new  skills  and  confidence  and  dignity. 

Sin(»e  people,  natural  resources,  job  opportunities,  good  educational  oppor- 
tunities, and  means  of  transportation  are  vital  to  successful  living,  we  would  like 
to  suggest  a  few  things  we  feel  your  comiiiittee  can  do  to  improve  rural  America. 

Promote  government  guideline  change  that  hampers  the  tenant  from  having 
a  .small  garden  where  he  resides  on  land  that  the  owner  ig-  receiving  soil  bank 
benefits  which  restricts  such  small  garden.s  for  the  tenant  and  permits  the  gardens 
for  the  owner. 

Change  the  confiict  of  required  room  sizes  for  foster  homes  of  day  care  children, 
^^^^^         since  2<)2  Housing  builds  rooms  that  are  too  small  to  meet  the  requirements  of  ' 
the  I  )p:m  rtment  of  Pensions  and  Security.  . 

Provide  Community  Action  Agencies,  such  as  Coosa-Elmore  Community- Action 
Committee,  funds  for  demonstration  projects  like  our  small  feasibility  test  pro- 
gram so  that  the  people  with  the  problem  of  poverty  can  be  evaluated  effectively 
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and  assisted  in  going  from  wfiere  they  are  to  being  more  efficient,  productive  tas 
pa  y  i  ng  ci  t  Izens  of  their  area . 

(Tlio  attm'liiuents  are  on  Tile  with  tlie  siilx'onniiittec.) 

ScMUitor  Hi  MrnKKV.  Ju>t  M  point  or  two  hofoiv  you  h;ivr  to  1(«:i\m>, 
ScMiator  Sparkniai).  ,  . 

Yon  nuMitioned  tlie  .-U'vosstnl  w(»rl:  ui  the  Hnnt>vill('  jiiva  ni  Madi- 
son County. 

Senator  ITi  Mi>inn;v.  Tlie  wator  and  sewM-  syst(Mu-,  U  ould  you  at- 
trlbntc  some  of  tlnit  to  tlie  [)lannin<i:  eoordiiuition  tliat  1,  nuidc  i)os>il)lo 
throu<rli  tlio  TVA?  ,  1 

Seiuit(n'  Si»AUKMAN.  AVell,  mav  I  |)ut  it  on  -oi.u^wliat  ot  a  ;j:(MUTal 
ba-is^  Tlie  TYA  lias  shown  the  way  in  tliat  area  in  many,  many 
fliiu<rH.  And  whethei'  or  not  it  was  the  TVA,  we  always  knew  tliat 
it  was  tliere;  we  eonld  etdl  on  tlieni  for  assistance  and  planning. 

And  I  may  say  tliis :  we  have  imd  some  very  wideawake^  offieials 
down  there,  i*neludin|>r,  for  instance,  tlie  clKiirnian  of  onr  Comit  v  lioard 
of  ('ommis-ion(^vs.  And  he  lias  worked  liand  in  jrlove  witli  the  com- 
munities and  tlien  we  Inive  <rot  some  wideawake  connnunities. 

I  can  ^nve  vou  tliis  little  intMdent:  When  the  Aiken  resolution  was 
peudinirrthe  one  that  IK)  Senatoi's  cos^mnsored  the  otluM's,  I  think, 
were  out  of  Kmn  at  the  time,  and  didn  t  <ret  their  nanuv  on  it-  I  had 
a  call  from  an  attorney  down  in  an  area  tliere,  a  very  fine  fanning?  area. 

And  l>e  -aid  :  -We  want  to  orjranize  and  /ret  water  and  .se  wei*s  for  our 
count  V."  4  1- 

Thcv  wen*  talkinir  alxmt  <j:oin<r  throu<j:h  the  FarnuM's  ITonu^  Adnim- 
ist  ration. 

Auvl  I  -aid:  lA^t  ni(*  sn<r<>:est  that  you  not  file  (his  a|)[)lication  yet. 
I  said:  I  tliink  tliis  bill  that  is  pen'din<r  now  will  be  law  Avithin  00 
day.s,  and  you  jnst  itro  ahead  and  <i'et  up  your  facts  and  yonr  sub- 
scribei-s,  and  -o  forth,  but  wait  until  this  <i:oes  through. 

Well,  he  did  and  he  was  ready  when  it  went  throuo:h  and  I  dare.sriy 
that  tliat  application  became  one  of  (he  Hrst  to  be  approved  under 
that  new  law  and  it  is  a  very  bi*r  one,  one  of  the  l)i<rp:e.st  one.  u\  our 
counties. 

We  iiave  had  ^rood  leadership  in  the  communities  that  have  irottcn 
in  and  worked  on  these  Ihin/zs.  An(K  after  ail,  Ji  lot  depends  on  that 
in  all  fji'this  rural  development.  Somebody  has  nrot  lotake  the  initiative* 
and  pi'<)\  Me  the  leadershi]). 

Senator  HrNriMie.Kv.  Exactly. 

When  1  met  with  the  j'ounty  ()flici!i^>  which,  by  the  way,  I  Nynsider 
one  of  the  nu)st  important  n*ie(»tin*rs  I  have  atteniled  in  v\i\n\  years 
becaux*  1  found  a  irreat  desire  on  tlic  ])art  of  tlie  countv  oflieers,  rnral- 
and  urban-oriiMited,  to  movt*  on  the.se  i)roirrams,  and  particularly  the 
county  ollicer-  in  mval  America.  'Hiere  were  over  '2A)i)i\  of  theiM  at 
^lilwi.tikee  (l)is  [)a^t  week,  .^tartin*r  Sunday  and  runnin<r  tliroutrh 
AVednc<day :  about  L\.">()0.  in  fact.  And  one  of  the  thiniiS  that  we  woi'ked^ 
over,  not  lu^'i^-^sarily  in  sptn^Mi  form,  but  in  our  general  discussions, 
was  th^'  import  an^H' of  c(4*tain  revision  in  the  powei's  of  county  <^overn- 
'  inent  tt)  d(»  the  kind  of  coordiuatintr  that  is  necessary. 

The  ('(rnnty  unit  of  <rovernment  i.s  becoming  evermore  important, 
and  of  coui^se,  equippin^r  county  government  with  tlie  teclmicaPexperts 
and  the  professionals  that  ai-e  needed  to  move  alonjj  witli  modern 
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lilies,  and  I  couUhrt  [\<ivee  moi-c  with  what  you  are  sayirifr  about  local 
leadersliip.  We  saw  that  in  your  area.  I  was  very  impressed,  in  fact,  l)y 
what  we  found  in  the  Iluntsville-Decatur  Jtroa  and  throu<rh  there. 

And  secoiyl,  I  was  very  much  impressed  wlien  we  went  up  to  Alma, 
liacon  Couiij^',  in  (leor^ria,  wliere  I  saw  this  youn^r  mayor  and  some 
of  the  coii^ly  officials  there.  You  could  just  see  by  the  pe()})le  that  pro-  f 
<ri*ams  were  <roin<r  to  work. 

1  have  often  found  as  I  traveled  around,  that  peojde  really  don't 
sometimes  eveu  know  about  the  pro<>:ram,  and  that  rc<rrettal)ly  some* 
times  State  governments  don't  even  tell  the  local  <rovernments  about 
the  ])rograms.  There  is  no  substitute  for  somebody  that  is  an  ea<>:er 
beaver  wantin*;  to  get  these  things  moving.  That  is  really  what  much 
of  it  boils  down  to. 

Senator  SrARKM.vx.  l^y  the  way,  may  I  mention  in  tliat  connection, 
I  told  you  about  this  first  home  loan  \mder  the  new  program  that  was 
made  down  at  Triana.  Triana  way  back  when  river  trans[)ortati()n  was 
an  important  thing,  was  (juite  a  town.  It  was  a  port.  There  is  not  a  great 
deal  there  now,  but  it  is  a  minority  community.  It  is  almost  coni[)letely 
black.  The  mayor  is  black.  The  council  there  may  l)e  one  white  man 
on  it;  T  am  not  sure,  but  it  is  made  up  primarily  of  black  citizens,  and 
that  mayor  is  one  of  the  most  wide-awake,  active  persons  I  have  ever 
known,  and  the  leadershij)  that  he  has  demonstrated  in  that  com- 
munity is  something  to  admire, 

I)y  the  way,  I  I'cad  in  the  paper  about  your  a[)pcarance  before  the 
county  officials,  and  1  saw  they  liked  what  you  said,  and  they  gave  you 
a  I'ousing  ovation. 

Senator  Hi  mimikky.  "^'es;  they  were  good,  but  I  liked  them  better 
than  th(»y  lik(*(l  me. 

Senatoi"  Se.MucM.vx.  ^fay  1  mention  ju.st  one  other  thing:  T  didirt 
mention  the  need  in  these  rural  communities  for  better  medical  sei-v- 
ice.  1  think  it  is  a  great  need,  and  it  is  one  that  has  grown  greater  as 
years  liave  gone  by,  because  our  doctors  are  concentrated  very  largely 
in  the  big  cities,  and  that  fellow  who  lives  at  the  head  of  the  cove  may 
be  20  or  25  miles  away,  and  if  he  has  sickness  in  this  family  it  is  most 
dilficMilt  to  get  a  doctor  out  there,  and  lots  of  little  towns  would  like  to 
have  a  doctor  and  can't  get  one. 

Two  ye-irs  ago,  in  the  106S  Act,  avc  wrote  in  a  provision  that  au- 
thoi'ized  Federal  liousing  insurance  to  assist  in — medical  facilities  that 
would  be  occupied  by  ms  many  as  fivcgfloctors.  Well,  of  course,  most  of 
these  little  towns  and  rural  areas  don't  have  a  need  for  five  doctors. 
Thev  can't  even  get  one. 

T  have  a  bill  pending  now  that  reduces  that  number  to  one.  T  hope 
AA^e  Avill  have  it  on  the  Senate  calendar  within  the  next  few  days. 

Senator  TlrMeirRKv.  That  Avill  be  wonderful. 

Senator  Sf.vukmax.  And  I  think  that  can  do  a  lot  of  good  toward 
getting  better  medical  serA'ices  out  in  the  rural  areas. 


Senator  Allen  will  recall — in  fact  he  may  have  been  there;  T  am  not 
sure — the  hosiritaT  up  at  Lest^^r  in  Limestone  County,  It  was  built,  by 
the  waA',  ujuler  a  Small  Business  loan,  and  it  wa.s  built  largely  he- 
cause  of  the  leadershl])  of  a  doctor  Avho  grew  up  in  that  community. 
He  beat  anvbody  T  ever  saw.  "IVlien  T  Ava.s  a  Conirressman  representing 
that  district  he  wanted  a  j^ost  office  thei'e.  and  T  said:  you  can't  get  a 
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post  office  tliero;  it  is  just  a  crossroads  coininuiiity.  B^t,  by  (icorgo, 
lie  ^ot  that  post  office. 

And  then  lie  said:  "I  want  you  to  ^et  me  a  rural  route." 

I  sai(i.  '*Wliy,  all  of  the  rural  routes  come  out  of  Teiuiessee;  I  cairt 
ehan<;e  one  of  them."  Hut  he  <rot  a  ruraU'oute. 

And  then  he  wanted  this  hosuital.  He  l)uilt  a  hospital,  hut  nur<>rtu- 
nately  just  about  the  time  the  hospital  M'as  built  he  died.  They  have 
had  a  terribly  hard  time  in  ^^ettint;  a  doctor  to  come  in  there.  It  is  a 
fine  coinmunfty.  but  it  is  n(;t  a  town-  well,  it  is  a  >\\m\\  country  town 
and  just  recently  tJiey  did  <ret  a  doct<')r  that  would  conie  in  aiui  estab- 
lish a  <'iinic  there. 

I  think  w(»  will  make  it  pos>ible  for  a  youn<r  doctor  to  l)uil(l  a  facili- 
ty and  ecpiip  it  >o  that  he  can  render  the  ri^ht  kind  of  service.  I  think 
it  will  mean  much  for  the  rural  conununities. 

Senator  Ih  .MniKKV.  Senat</r.  I  iu)tice  that  yoti  have  been  w  illin^r  to 
join  us  as  a  c()^p()iis()i'  of  S.  222->. 

Senator*  Si'aukman.  Ri^lit. 

Senator  Hi  miuikkv.  I  considci-  tliis  a  majoi*  ilevelopmcnt  for  the 
success  of  thi^  le<;islation.  ^ 

Senator  Sr aukm  an.  I  think  it  is  a  huuhnark  bill, 

Senatoi-  IJr>nMrin:Y.  I  think  that  y<.'ur  joinin<r  u<  is  a  hnnhnark  deri 
sion  and  I  want  to  thank  yon  vei^y.  very  nuK^h. 

Senator  SrAijK.MW.  And  I  believe  if  you  would  I'ead  the  iv]><n't- 
back  there  in  Wiy.)  and  ID.^jO  you  will  a^rrce  w  ith  nu'  that  they  promised 
tocarryont  many  of  thethinirs  that  we  re(^onnnended. 

Seiuitor  I Ii  MPiiuLV.  Senator  Allen. 

Senator  ArxKX.  I  cei'tainly  want  to  commend  S^iat'or  Sparkfnnn 
on  his  very  fine  te-^timony  and  to  a<rain  express  \uy  aduiiration  for  him 
and  mv  pride  in  his  acclanplishments  throu^rh  the  years  in  making  a 
better  life  for  all  our  people.  1  feel  that  Senator  Swarkman.  throu<rh 
the  years,  has  been  a  one-man  Kui^al  Development  Cofnmittee. 

\Ve  recall  the  fiiie.  bu.sy.  l)nstlin«r  conmumity,  that  we  visited  witli 
our  Rural  Development  Subcommittee  in  Alabanui  earlier  this  month. 
Semitor  Sj)arknuni  had  represented  the  Iluntsville-Decatur  (\)n^M'e.<- 
sj^onal  District  since  UKM).  and  Inis  heen  in  (\)n<rress  from  the  days  of 
n-rent  <'otton  U[)  to  the  pi-esent  time.  His  dedicated  work  in  Con^Me.^s 
has  played  a  bi<r  part  in  the  development  of  that  area,  and  all  of  Ala- 
bama. and,tbe  entire  Nation.  We  are  mi<rhty  proud  of  Senator  Spark- 
man  in  Alabama  and  of  his  many  outstandm^  contributions  to  onr 
people.  lie  is  a  ^reat  public  servant. 

And  I  know.  too.  that  the  entire  country  is.  Senator  S[)arkman. 

Senator  Spaiik.m.vx.  Thank  you  vei-y  nuich. 

Senatoi'  Ilr.MViiKKY.  Semitor  Belhnon. 

Senator  Bk!j*mox.  Thank  you.  Afr.  Chairman. 

I  want  to  compliment  Senator  Sparknuni  fcir  the  outstanding  record 
he  has  -made  in  trying  to  help  build  rural  America.  Aiul  T  oertatinly 
compliment  him  on  .^ome  of  the  ideas  he  has  brou^rht  here  this 
morning,  part icnlarly  the  idea  of  makin^^  funds  available  so  that  the 
rural  conununities  can  have  medical  facilities  located  close  by. 

SenaflN-  Sparkman.  there  is  one  question  I  have:  Mr.  Williams  of 
my  staff  has  just  presented  yon  a  copy  of  a  hill  I  have  been  thinking 
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al)()ut  introducing.  If  wo,  arc  ^roin^  to  liavc  a  strong  rural  economy  wo 
arc  certainly  ^roin^r  to  have  to  mako  is  possible  for  people  in  theso 
ureas  to  have  ^wkI  inconu'S.  And  it  1ms  come  to  my  attention  that  an 
administrative  ruling?  of  the  Small  Business  Administration  has  kept  ' 
othem  from  inakiujr  loans  to  producer-^^  thev  make  loans  to  food  pi'o*'- 
<'ss()i-s,  but  they  refuse  to  make  loans  to  j)roducers. 

And  the  result  of  this  is  that  a  banker  in  a  small  town  who  may 
wisli  to  he][)  a  local  industry  is  able  to  ^^o  to  the  SBA  and  ^vt  partici- 
pation if  (he  bank  is  willing:  to  make  10  percent  of  the  K)an  aiul  take 
10  percent  of  the  risk,  or  if  it  is  willin^r  to  make  one-foui-th  of  the 
loan  and  take  that  risk,  th(»  SHA  will  help.  But,  a  producer  of  food  is  ' 
not  able  to  do  this. 

I  don't  expect  you  to  know  innnediately  whether  you  could  support 
that  kind  of  ap])roach.  But  it  looks  to  me  liko  the  administration  deci- 
sion of  tlie  SBA  has  perhaps  been  contrary  to  the  desire  of  tlie  (Vm- 
<rr(*ss  wlien  the  Snial^Husiness  Act  N^as  ])asse(l. 

Do  you  know  whether  it  was  the  intent  of  the  ('on^rre.ss  that  tlu* 
Small  Business  A(hninistration  should  refuse  to  mako  loans  to  food 
pi'oducei-s  i' 

Senator  Si'AKK>rAx.  No;  I  cairt  say  what  was  the  intent.  Of  course, 
the  SBA,  when  it  was  lirst  or^^anized  was  faced  with  the  problem  of 
drawin^r  no  re^dilations  defining'  the  area  in  which  it  would  operate. 
Tlie  thou^dit  occurs  to  nie  juiturally  I  would  be  friendly  tMward 
somethinfr  like  this  if  there  is  not  some  ofood  reason  for  not  Imvin^^ 
it—  but  the  thoufrht  occurs  to  me,  just  readin^r  this  oxfv  (luickly.  that 
all  of  this  is  covered  under  the  Farmers  Home  Administration.  In 
fact,  way  back  it  ^yas  orifrinally  or^rauized  as  the  Farm  Socuritv  Ad- 
ministration back  in  the  doe[)  depression  days.  And  it  did  a  reinark- 
ably  fine  job  with  its  production  loans. 

Xow,  the  Farniers  Home  Administration  makes  i)ro(luction  loans 
and  I  doirt  see  why  they  couldn't  cover  this  area.  As-a  matter  of  fact, 
I  have  a  farn'i.  I  have  a  tenant  on  it.  and  he  uses^he  Farmers  Home 
Admini.stration  for  his  production  every  year. 

Senator  Bkllmox.  Senator.  I  don't  Vish  to  ju-ess  the  matter  now, 
but  if  you  would  look  this  over  I  would  like  to  discuss  it  witli  you. 

Senator  Sparkmax.  I  would  be  very  ^lad  to ;  yes. 

Senator  Bkllmox.  Thank  you.  Mr.Y'hairman. 

S(»nator  Hr^miRKV.  Thank  you  very  much.  Senator  Sparkman.  Wo 
really  appreciate  your  presence  hero  this  morning. 

Senator  Sparkmax.  Thank  you.  Mr.  C'hairman*  and  ^^entlemen. 

SeiiatoL'  JIi'MiMiRKY.  Our  next  witness  is  Mr.  (\ami)bell.  repre.s(»iit- 
in;r  the  Department  of  A^rriculture  and  wo  are  lookinnr  forward  to  his 
testimony. 

:\rr.  Campbell,  you  are  Under  Secretary  of  Agriculture,  and  we 
welconie  yon. 

Mr.  Campbell,  I  l)elieve  that  wo  had  in  mind  ori^nnally  that  we 
would  just  start  with  qnestious  of  tlie  witness.  But,  since  we  received 
a  copy  of  your  testimony  just  this  morning  I  would  hope  that  you 
mi^ht  proceed  with  your  testimony,  and  at  the  conclusion  of  your 
presentation  and  that  of  your  associates  we  would  then  want  to  ask 
yon  some  questions. 
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STATEMENT  OF  HON.  J.  PHIL  CAMPBELL,  UNDER  SECRETARY  OF 
AGRICULTURE,  AND  JOSEPH  HASPRAY,  DEPUTY  ADMINISTRA- 
TOR, FARMERS  HOME  ADMINISTRATION,  U.S.  DEPARTMENT  OF 
AGRICULTURE 

Mr.  Cami'Bki.l.  Yes,  Mr.  Chairinuii,  if  I  may,  I  would  like  to  read 
the  statement  wliich  I  have. 

Senator  IIumfiikey.  Would  you  idtuitify  tlio  gentlemen  with  you. 

Air.  CampbklIa  Assistant  Secretary  C'owdeii  is  with  me,  Mr.  Chuir- 
iiuiiK  and  ffoscph  Ilas^fray,  the  Deputy  Administrator  of  the  Farmei-s 
Home  Administration  of  tlie  Department  of  Agriculture. 

Senator  IIi  mi^iiuky.  Tlnink  you. 

Air.  (\\MPHK!.L.  ^^'e  ui)preeiate.  tlie  opportunity  to  appear  l)efore  you, 
Mr.  (  luiirnmn,  and  l)efore  1  l)e^in  reading  the  prepared  statement, 
1  would  like  to  say  tliat  one  tliinj^  that  has  to  l)e  done  m  rural  America 
to  Inive  a  pros[)erous  rural  Anuu-ica  is  to  have  a  prosperous  ii<rrleulture. 
And  tlie  subject  tliis  morning,  of  course,  is  rui'al  develojmieut ;  not  per-</^ 
tainin^  directly  to  farmers  and  their  income.  But  we  leel  tlie  starting 
point,  really,  for  a  pros[)erous  America  is  a  pros[)erous  agriculture  ana 
j)ro^jxeritv  of  the  individual  farmer  i)efore  we  can  have  real  prosperity 
in  rural  America. 

We  an*  here  today  at  the  iin  itatio)i  of  the  snln'omndttee  to  submit 
tlie  views  of  the  U.S.  Department  of  Agricidture  on  S.  ±2:2.*i.  a  bill  to 
amenil  the  Consolidated  Farmers  Home  Administration  Act  of  lOGl, 
and  for  other  purposes;  and  also  to  oll'er  views  on  amendment  IT))^  to 
S.  IWl,  a  bill  to  create  a  Rural  Conununity  Development  Bank  to 
assist  ill  rural  coimiumity  developnuMit  by  nuiking  financial,  tecli- 
meal,  ami  otlici*  assistance'available,  and  for  otiier  ])nrposes. 

S.  2'2:1*\  undertakes  to  provide  a  new  eoiulult  for  the  transfer  of 
<*redit  from  the  financial  money  markets  to  rural  areas;  and  to  provide 
a  supplemental  system  of  subsidies  to  the  borrower  to  brinp:  hi^  <'ost 
of  monev  borrowed,  when^  needed,  do\vn  to  a  level  that  will  permit 
liim  to  undertake  projects  to  carry  out  rural  develoi)meut  [)urposes 
wliicli  would  otherwise  not  be  feasible  at  the  ^'oin^  connnercial  interest 
lat  e. 

AmendnuMit  15,*^  to  S.  UH:]  has  a  sinnlar  purpose:  to  create  a  IJural 
Comnumity  I)evelopment  Bank  to  provide  financiu^^  and  capital  for 
I  h(Mleveloi)ment  and  redeveloi)ment  of  rural  areas. 

I'ural  ch  velonmefit  is  an  m1(-i  pi-s-'n,"'  h  u'd  \'nv  i)i''o»'it-  ^'i 
and  for  a  Uion^  ready  access  to  the  resources  of  tlie  economy,  [private 
and  [)ublic.  One  m(»asu!'e  of  tin*  interest  in  the  subicct  ii-  fonii  1  in  ilie 
numerous  bills  intiovluccd  in  this  sess'.on  of  (\)n;i:ress  dc^ii^nu-d  to 
.stiiiudate  ruial  and  community  developnuMit. 

Tln»  adrninistration  has  been  moving'  /i^orc^i-riv  (o  U|  /;ril  riivA 
development  in  its  order  of  |)rioi*ities.  The  i^'csideiit  ^cave  earl  v  re. 
nitio!)  to  rural  development  in  his  ^irst  stale  of  tlrv  T'lion  !m<»; in 
which  be  stated  \n  par  t-:  )  ^ 

We  innst  create  n  new  rural  environinetit  w  hich  w  i)!  nnt  eii'v  siem  tlie 
aiitfnitlon  to  urhan  eenters  hut  revf^rse  it.  U*  we  sei/.e  (mr  ^^rowtli  a.^  a  elialUMi^^e. 
we  can  make  the  lUTU's  an  lii^toric  period  wlnm  hy  conscrf>ns  choice  we  tnuis- 
formed  f)ur  land  iiito  wluU  we  want  it  tt)  i>econje. 

The  I^resident's  rcor^^anizatioiL  proj)osals  and  lie*  revenu"-shai'in<r 
proposals  hiirhliirht  and  i;ive  mJv  prominence*  to  i*n?*al  dcvelopfuent 
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as  one  of  the  primary  coinponciits  In  the  adininistnition  s  doinostic 
programs. 

The  Department  can  [)()int  to  spectacular  ^rrowth  in  its  commitnicjit 
to  rural  development  activities  l)y  itcmizino:  the  increases  in  fundin^i: 
for  rural  development  pro/^ranis  in  TSDA  as  follows: 

Fuudino;  of  TSDA  principal  rural  developinent  i)r()^rrams  in  lisral 
year  11)77  is  more  than  four  times  the  llscal  year  llXil  hn'el  {$2,()()H 
uitllion  V(;rsus  ifolo  million)  and  two  times  tiie  fis<'al  year  1%J)  hn-cl 
niillion  versus ijiK.'U)!)  million). 

An  ex[)an(led  low-  to  moderate-income  housing  ])ro<ri*ain  accounted 
for  $1.1  btllioti  of  the  .Sl.:j  hillion  rural  (level()j)meiit  pro*i:ram  iiu'rease 
lietween  li.^cal  year  106i)  aiul  fiscal  year  IWJ^.  However,  increases  wen* 
made  in  other  areas',  too.  Thirty  one  of  the  pro^rrams  have  been 
increased  above  fiscal  year  WHW)  levels. 

Number  of  FHA  rural  housincr  loans  and  ^rratits  has  more  than  dou- 
l>led  from  :>:),['2\)  in  fiscal  year  UH]U  to  an  e>timated  i:js,r)S2  for  llM-al 
year  11)72. 

Number  of  I'ural  water  and  waste  disposal  svstem  loans  and  jrrants 
has  nr^^ne  up  from  U-W:]  in  li-.cal  Vear  lUm  to  1,7()U  estimated  for  fiscal 
yearl!)7l>. 

Soil  ( 'ouMM'vation  Service  i-esourcc  consei'vaf  ion  and  developnient, 
flood  |)i-e\  ('nt  ion,  w  atershed,  and  rivci-  basin  j)i-on;rnnjs,  have  expanded 
fiom  S^lnj  million  in  li>cal  year  K»(1I)  to  an  estimated  $i:)S.r>  million  for 
fiscal  year  1072. 

Kxrension  Service  comnnmity  (le\ ('l()])njent  proo:rams  l)\  liM-al  vear 
1072  w  ill  be      perccMitdinoi'e  than  in  fiscal  year  IWU. 

Research  on  rural  development  and  housinn:  fs  expected  to  be  more 
than  doubh'  the  fiscal  year  1!K>0  level. 

Rural  EIe(1rification  Achninist i-at ion  telephone  and  electric  loan 
levels  have  been  stal)le  since  fiscal  year  1001)  but  a  supplementary 
^Inancinn:  bank  for  electric  coops  has  l)een  established  and  le^rislation 
for  a  telephone  (^o-op  bank  has  been  passed  by  the  Couirress,  si <rned  bv 
the  President,  and  million  has  been  re(jnested  in  1072  for  the  pur- 
chas^e  of  capital  stock  in  the  telephone  l)ank. 

"We  need  also  to  <rtvo  full  credit  ami  reco^^nition  to  the  ofl'erin^rs  of 
other  a^rencies  of  the  Federal  (government  active  in  rural  areas,  such 
as  the  Economic  Development  Administration,  Small  Business  Ad- 
niinistration,  the  Department  of  Lal)or,  the  Departnient  of  Health, 
Kdu'cafion,  and  Welfare,  and  the  Department  of  Housino:  and  Urban 
Develof)meut. 

These  Government  projrrams  arc  all  important,  each  nuikin^^  its  own 
rontribution  to  rural  areas.  Rut  neithei-  the  indivichial  pro^rrams,  noi' 
the  sum  total  of  all  the  pro^frams;  not  all  of  this  (roveriunent  effoi't 
put  to<rether.  measures  up  to  the  broad  vision  .stated  by  the  l*resident 
in  his  1070  state  of  the  Union  messa^ro. 

If  rural  areas  are  to  fulfill  their  ri<xhtful  role — as  the  desirable' 
place  to  live  and  to  raise  a  family:  as  the  place  to  work  and  earn  a 
livin^r^  Jind.  as  the  place  for  rest  and  recreation  for  our  ^M*owin<r  i)op- 
ulation — then  provision  nuist  be  nuide  foi*  reordcrin<>:  of  priorities  and 
for  stron^r  advocacy  in  behalf  of  the  needs  and  ex[)ectations  of  rural 
America. 

Provision  mn.st  be  made  to  oixui  new  atid  more  ecpial  0[)portunity 
for  rural  [)eople  and  rural  communities  to  avail  themselves  of  existin<r 
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pro^rram;  and  wlu^cvor  neodod  and  in  tlu*  public  interest  to  iniprove 
existing  prop:rams. 

This  is  one  of  the  major  thrusts  of  the  rural  deveiopnu'ut  sections 
of  the  President's  reorjraii  I/at  ion  ni'oposal  and  the  rural  rev(»iiue- 
sharin^r  proi)()sal.  Likewise,  this  is  the  major  objective  of  S.  •2:>2:i  and 
of  amendment  15;^  U^S.  MHIi.  Roth  tlie  achiiiiiist lat ionV  proposals  and 
the  Senate  bills  sliare  a  common  interest' in  their  declared  intention  to 
stiiimhite  tlie  economy  of  rural  areas.         .  •  t 

S.  2'2'2l\.  in  its  ai)t)roacli  to  rural  development,  places  its  main  reli- 
ance ;kn  the  creation  of  a  piM-manent  national  bankin<r  .system  com])lete 
with  branch  banks.  It  is  es^ontiallv  a  sin</le  purpose  l)iJl :  To  ])rovi(|p 
a  specialized  form  of  credit  .service  for  rural  areas.  Amendment  ir>;i 
to  S.  14^3  undertakes  to  pi-ovide  similar  credit  .services  t}iroii«rh  a  more 

.simple  structure.  i  i  i 

The  adminl.stration.  on  the  otluT  hand,  api)Poaclies  rural  develop- 
ment  as  a  more  complex  undertakin^r  involvin*;  peofde,  their  needs 
and  as[)irations;  tlu^  .social  structure  in  wliieli  [)eople «^vork  and  live, 
the  «renerati()n  of  economii'  actiN-^ty  and  the  creation  of  jo})s.  ('ommu- 
'nity'^development  and  tlu»  building:  and  .stren^^theninp  of  institutional 
structures  and  su[)[)ortin(r  systems.  ^ 

Full  rec()<rnition  is  ^^iven  to  t]u»  need  for  financing  in  runi,l  areas,  riie 
rural  re\enue  sharin^^  protrram  will  din»ct Over  a  billion  dollai*s  of 
Federal  funds  into  the  rural  areas  for  mana<rement  by  State  and  local 
people.  Kevemu*  .sharin^^  and  its  c()mi)anion.  the  rcor^jranization  pro- 
po.sal.  will  establish  iu*w  institutional  approaches  to  Fed(»ral  program 
a(bnini.stration  which. will  materially  improve  the  quality  of  delivery 
of  pro^rrams  to  rural  areas.  ..  „ 

Xot  onlv  is  r(»vcnue  .sharin*;  intended  to  deal  with  the  {)rovisH)U  of 
direct  .services,  and  with  financial  problems  of  the  public  sector  at  the 
State  and  local  level,  ])ut  such  funds  can  also  be  u.sed  by  State  and 
local  «rovernments  to  «rive  credit  ai^istaiice  throu^rli  locally  spon.sored 
institiTtions  for  acceleratin<r  the  (expansion  of  commercial  and  indus- 
trial developvH»nt/in  rural  areas.  Such  in.stitutioiis  inay  be  u.seful  in 
tho.se  s[)ecific  areas  where  there  are  shorta<res  of  private  investment 
capital,  and  where  the  removal  of  barriers  to  tlie  free  movement  of  pri- 
vate capital  may  not  entnely  nu*et  local  ne(>ds.  Tlie  establi.slinient  ()f 
.State  and  local' institutions'^ is  [)referabl(»  to  creating]:  a  nationwide 
federally  .s[)On.sored  community  })auk.  It  places  both  capability  and  re- 
sponsibility for  decisionmakihji:  and  action  closer  to  the  people  who  re- 
(juin*  assistance,  and  it  is  more  likely  to  result  in  ('stabllshment  of  such 
institutions  only  in  tlio.se  specific  cases  wliere  they  are  truly  needed. 
Tlie  physical' act  of  placing  the  ])r()<j:nuiis  of  tlie  several  a<rencies, 
"active  in  rural  areas,  under  the  direction  of  single  mi.ssion-oriented 
a(hniiiistrators,  as  [)r()vi(led  for  in  the  President's  reor^janization  })ro- 
])()^als,  will  set  into  motion  natural  forces  that  will  brin^  about  con- 
solidation, .streamlinin<^  and  restiitement  of  purpose  and  the  metliods 
for  their  accompli.shmeiit.     .  .  . 


and  consolidated  with  other  related  and  similar  programs.  Under 
imaginative  direction  in  t]u\  exi^outive  depai-tments,  stimulated  by  the 


tion;  and  with  encouragement  from  the  Congre.s.s,  the  re.sidt  can  be  a 
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tlii)!<,Uirh  iroin^  rvHtriK'tin-iiinf  of  all  proojram^  luid  m^^thods  of  vv\. 
AiiH'iiir *>Hi(M*  ri'sult^  this  process  ^\  ill  hrin*;  info  hciiM^:  a  more  uni\  cr^al 
ty|)(*  of  credit  nei'vico  rVspon^i vc  to  (he  full  rantro  of  vuvw)  civdit 

Li>t  iiK'  ('(HiiinciH  now  on  selected  featnrcs  of  S.  2:^:^!', :  those  parts 
that  establish  new  a)i(l  suhstant i\ i'  authorities  or  whieli  rai.se  |)<)li<'y 
and  olMirational  <(uesti()ns  that  .need  elaiMfieation. 

M)  Se -rion- in:',  vni^y^  tf-e  authorizji^ion  level  for  Farnier<  Home 
jifrants  from  >^1ih)  million  lo  >^.')()n  million.  A|H)r(>|)ria(ions  woid*!  he 
hnndhd  through  the  estahlished  aj)(^r'()|)riated  hud^^et  r)roee<s.  Al  llu* 
pre-.tMit  le\'el  of  eonunit uumiI  the  S1«k)  inillion  level  is  ado(juaM-  for 
f)ro;rram  purposc^s. 

,^  S  'erifui  broadens  1  he  auth(uili<'s  of  Farmers  Home  to 

in<'lud<'  all  of  Iho  rural  eomnumitv  de\elopnH'nt  project  .  a<  deHned  ni 
MMiion  ln:>.  This  woujd  <luplieati\  ('  au(  horities  to  both  FTFA  jmkI 
the  Uur.il  Develojmient  Creilit  Sv>t(un,  lea<lin<r  to  a  seyyt^^  of  poli<'v 
and  nianair<Mnent  (juestions:  v.hirh  a^rtMH'v  is  to  do  what;  how  w  ll 
the  l)U<l«re(s  of  the  two  atrencies  be  coordinated  ;  w  ill  the  term^  and 
con<litions  of  the  two  a^^encie^  for  loans  for  the  suae  purpose  be  (lie 
.-ame  ov  ditferent ,  ami  a  host  of  similar  op<M*ational  (juestions. 

{'))  The  f)ill  issilei^t  a$.fo  t  he  o\  (M'lap  b"(  w  ee]i  itsii(M\  [)urpose- and 
authoVif  ics  and  tho-v  of  other  department-  and  a;j:eu<*ie>  of  (Jo\ern 
ineiit  now  ollVrin^  loans  and  •rrants  in  rural  areas  for  similar  purpoM's. 
'('hiei  aitionir  these  a^encie   w  ith  •-imih;i'  programs  are  Fconomie  l>e 
velopment  Administration,  Small  Ibisiness  A<hninist  rat  ion.  IFousin;^: 
an^^  Trban  Development,  Tfealth,  K<lncation,  and  Welfaie,  Depart 
nient  of  l.aboi',  and  others. 

f-iotii  the  'vural  l>e\elopment  ('re<bt  System  and  the  Fr.rnrM'-  ffome 
Admini>t ration  nnd"»'  its  br/)ad'MUM|  pcwers  wortld,  in  or<ler 
sponsive  ^o  the  purposes  of  S.  be  projected  into  the  pro<rram 

HI  e;»s  imw  m'IW cd  by  the.se  o(  h(»r  jf^en"ie- . 

Further,  b»»"au.se  of  their  w  ide  flun^  an<l  locally  baj-ed  <]eli\e.\v 
syst<*m<,  tire  KI)(\S  aM<]  the  FllA  wouhl  !ia\-(»  a  natural  advantaire  in 
|)iomo;  iu'j:  Ibeir  otferiti^s  resultin*;  from  loi^al  accessibi litv.  Inevit'iibly 
the  I{|)(\S  and  the  FTIA  woidd  [)reempt  (he  j)ro/tra'i).s  of  other 
a<reficies. 

(1)  Th(»  term  ''rural  comrriiinity  dc^velopuKuit  project"  as  itemized 
in  section  105  is  the  same  as  the  adnvinist ration's  (lefiTntioii  in  the  rural 
n^venue-sliariug  legislative  proposal.  We  bare  taken  note  in  items  i2 
and  prec(MlHi^^  that  tlie  o:i-nntin^  of  these  broad  powers  to  the  ^DCS 
and  to  tlie  FHxV.  would  be  (biplicative  as  between  the  programs  of 
the  two  agencies  and' would  overla[)  and  be  competitive  with  the  loan 
and  grant  programs  of  other  departments  and  agencies  which  are 
not 'operational  in  rural  areas. 

(5)  The  financial  apparatus  proposed  in  the  bill  is  overdesigned. 
In  particular,  the  proposal  under  section  501  to  grant  Federal  bank 
charters,  ultimately,  to  some  300  to  500  multicounty  or  multijurisdic- 
tional  planning  and  development  commissions  w(mld  be  assigning 
banking  functions  to  new  and  emerging  quasi-gov^rnment  organiza- 
tions which  lack  business  experience  and  know  how,  do  not  have  com- 
petency in  banking,  and  are  lacking  in  the  basic  resources  needed  to 
bring  into  being  new  commercial  banking  institutions.  The  creation  of 


a  new  hnincli  luinking^yhteiii  will  be  stron«;iy  opposed  ii.-,  iin  ciicroiidi- 
niont  into  the  [jrivati-  sector  coiiiiiu'i-fiiil  Iciuliiifi  area. 
.  ((>)  Tlu'  ].ro[)os('(l  iiiti'ivst  Huj)pl('inciit  payiiu'iit.s  and  capital  aug- 
iiicntatioii  pjivincuts  provided  tor  in  ■^wtioiis  SOl,  and  HO')  arc 
tlic  lu-art  of  tlic  Kiii-al  elopinciit  Credit  System.  Witlioiit  tliese 
subsidies  tlie  lUX'S  could  not  fultill  its  assigiu'd  i-ole  as  a  new  -our<-c 
of  credit  assiMauce  on  conce>>ional  terms. 

Tlic  explanatory  notes  to  the  bill  drawa  jiarallel  between  the  uu-cli^ 
aniMu  for  funding  the  KDCS  and  tlie  FCA:  that  is  the  RDCS  wotibl 
fiinaii<-<'.its  loan  operations  using  the  sy.stein  ])erfecte(l  l)y  the  I'arin 
Credit  Adniini-trat ion.  Note  should  be  taken  that  while  the  method 
of  .M'Uing  -ccurities  in  the  money  markets  is  the  same,  the  arrange- 
nient-.  for  tinanciug  the  borrowei'  are  radically  ditferent. 
*  The  UI)(  'S  HI  it.-,  lending  oi)erations  will  embark  on  an  luichartered 
eoiirM-  a.-  conii.a.ed  to  the,  KCA.  The.  FCA  is  self  financing.  It  charges 
the  boriower  an  intercut  rate  that  re<'.)\ers  its  cost  of  money  plus  the 
cost  of  otfiuing  tl1ia«i-viee.  The  KDCS  in  contrast  wdl  oifcr  con- 
<-essional  loan^  and  rl^'r  less  from  the  borrower  than  it  pays  tor 
its  nioilcv.  This  expectation  is  clcarlv  stated  ni  section  HOI  as  a  policy 
objective'  of  the  bill,  and  the  nieehaniMius  to  be  \ised  in  the  iniplemen- 
tation  of  the  policy,  namely:  through  the  interest  supplements  and 
cai.ital  augmentation  payment^,  are  provided  m  sections  S()4  and  HO;). 

The  ditfereiuvs  between  the  costs  of  operating  the  system  (cost  oi 
money,  .-ost  of  administration,  and  h)Ssos.  if  any)  and  the  return  from 
collections  on  loans  would  be  covered  by  appropriated  funds  adyance.l 
by  the  Trea-ury  Department  pur.-uant  to  appropriation  action  i)y 

^  This' nut  hod  <)f  financing  would  provide  a  high  degree  of  l.'verage 
to  the  Federal  funds  used  for  subsidy  purposes.  But  it  would  re- 
nu.ve  fmnl  the  discipline  of  Federal  budgetary  .-ontrols  the  greater 
nart  of  the  KDrS's  lending  operations. 

h.    (,    ra.t.t.)  this  method  of  financing.  t!ie  same  purpose  could 
he  achieved  bv  »n)vi<ling  tiiuu.cing  throuirh  the  established  budgetary 
,roce''!'>  ai..l-thi^'w<.uhl  be  more  coiisi--tent  wUli  Mie  M.lmmistration  s 
ii)l»roa.-;i  to  liiian.'ingof  (ioverument  i)ro'.M-Mnis. 

'  utual  fa.-t  the  expande<l  authorities  vestcl  ui  MIA  m  title  I 
of  S  wouhl  permit  FHA.  through  it-  e<tal>l.she,l  and  tes  e  1 

eliven  and  ,'inane  n;:  -vstem.  to  rarrv  out  v-tually  nil  of  the  f u  u  - 
i  ,  V  pur.-n.--  of  thV  more  elaborate  ROCS  in  ra>tn,cture  us 
.  an  in.p.'.tant  point:  title  I  of  S.  is  a  tree<ta,idi.ig  autlm  tv 

Ivhieh  ,  <ml.l  be  udministeiW.  v.ithiu  the  present  structure  of  I  ^DA. 
obviat'nii:  tluMit'ed  for  titlo  H.  .    .  ^ 

The   iTb..ini-tn,tion  is  luoving  on/evcral  trouts  to' imm-ove  its 

,.a,  .    ill  V  to  nvovide  for  Ord<d^W<-"'^'  "f  ""'JC'  l'^""*-^' '''T 

f     le  the  re-ndjlr  aTn^'i^'t'''!  '""l^"'^-  ^-  K'l-'- 

fn" l  e  <     (    u.n-  establishment  of  the  Environmental 

K-  •  '  V  .^u-v.  Tlu>  ]n,rp<.-e  of  the  EFA  would  be  to  establish 
a  tin:'";.eei.uni.-i.i  forSlie  purchase  <>f  b,>iHls  aiul  obligations 

ss  e    bv  ine.,ri)oiate.l  areas  to  linan-e  the  installation  of  water  a, 

e    -^Weu-  The  EFA  would OHVr  it<  own  .eeurities  for  sale  n 
The    mtra     .o„;    niarkets  and  use  these  funds  for  the  pui-Lasc  o 
municipal  bond.s.'The  EFA  .'ould  pcvide  a  market  for  the  inuiiH'.pn! 
bondr,  lmn;W7'<l  by  the  KDCS. 
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Tlio  President  in  liis  Januarv  hud^ct  nu'ssjvnrc  stated  that  he  will 
propox'  le<ri>lati()n  to  provide  for  coordination  of  (inanein<r  t)f  (Jov- 
ernment  credit  airencies  in  tlie  capital  market.  ^Ve  expcs't  a  ])ix)p()sal 
to  the  Conirress  to  i'reate  a  Federal  linancin<r  hank.  The  puq)ose  of 
this  new  finan<*in^  hanlc  will  he  to  jiroN  ide  a  mechanism  (o  market  (he 
siMMiritie^  and  ohliirat ion^;  of  (io\ernment  a^en<'ies  which  finance  their 
l)ro^rams  tlirou^h  the  ^ale  of  s^M-nrities  nv  other  instnnnents  in  the^ 
])ri\  ate  i-ajntal  market 

'Die  intent  hehind  the  FFH  is  to  replace  the  jn'oli feration  of  market 
h\ir  elloi-tM  l)v  the  several  agencies  linancin<r  their  pn)^M'ams  outside 
the  Uud^^'t  with  a  sin<rh'  marketing  mechanism.  This  would  hrin^ 
order  and  stahility  into  this  sector  of  the  mai'ket.  and  ])lace  the  con- 
solidated etl'ort  on  a  new  hin:h  plane  of  professionalization. 

The  administration  advocates  the  early  consideration  by  the  (lon- 
^re.ss  of  the  reor<ranization  and  it  venue  sharing  le<rislative  packa^r^'J^- 
These  administi-ation  [)ropos{ils  wonld  estahlish  new  institutional  a])- 
Iiroaches  to  Feth'ral  pi-o<rram  administi'at ion.  This  would  leaclto  the 
rewrite  of  existing  authorities  which  ai'e  specific  pui-poso  and  largely 
autonomous  into  a  new  and  eonsol idated, system  of  inral  credit  .sei  v- 
ices  drawin<r  on  the  hest  of  [)resent  authoi'ities,  and  incoi])()ratin<r 
new  and  innovative  ideas. 

Our  ^oal  is  a  new  chaiter  for  rural  develo[)ment — the  heirinnin^r 
of  a  new  cua  in  the  (lovtunment  s  a])[)r()ach  to  "Tbvitalizin*;  I'linU 
America. 

"    Senator  IIx^^^^lIHKV.  Thank  you  very  nnich,  Mr.  CamphelK 

Just  one  or  two  (>l)*'er\!itions  that  1  would  like  to  make. 

Hut.  first  1  want  to  <  all  voiir  attentioiK  outside  the  immediate  ])ur 
\  iew  of  your  testimonv,  that  '-e{'tion  f  of  title  I)  of  the  Agricultural 
Act  (^f  19T<>  asks  the  I^resident  to  re|)ort  to  the  (\)n«rress  the  ])()ssil)le 
utilization  of  the  Farm  Credit  Athninistration  agencies  out  of  the 
Department  of  A«rri{*ultuiv  to  fuliill  I'ural  fimuicial  assistance  re(|uire- 
tnents  not  tilled  by  other  afriMicies  of  the  executive  branch. 

Now-,  that  report  was  due  to  l>c  submitted  to  us  no  hitei*  than  July  1, 
iOTl  J)y  law,  alon/r  with  the  i'ec{>mmendati<)ns  foi*  any  le*rislati()n  pres- 
ent ly  appiopriate. 

Today  is  the  -Jocl  of  duly.  Could  you  tell  us  anything:  as  to  the  reason 
for  the  delay  of  this  report,  and  why  we  have  not  received  it.  and 
<'an  you  <rive  us  any  estimate  a^  to  when  we  mi^ht  look  foi-wa rd  to 
recei\  intr  it.  i\ud  cai^  you  tell  us  whether  the -rtdminist  rat  ion  is  ])lan- 
nin^  to  (h'velop  any  kind  of  legislation  similar  to  what  wc  have 
l)rop()sed  i 

\lv.  (\\MiMn:ix.  Ml*.  Chairmam  since  we  have  been  in  the  room  we 
liave  received  the  President's  I'eport  to  (\)n<rress  on  tliis  point.  It  is 
sli<riitly  tardy  hy  '22  oi'  '2o  days,  as  you  have  [)ointed  oiiL  but  it  is  here 
now. 

Mr.  Haspijav.  AYe  have  a  small  sup|)ly  here. 

Senator  ITi  mpiirev.  It  will  be  made  available,  them  to  the  subeom- 
mittee.  Obviously  we  can't  do  much  about  it  yet. 

Mr.  (\\MrnKrj..  I  would  like  to  place  it  in  the  record  for  the  subeom- 
mittee's  use. 

Senator  IIi-MPiinKV.  We  thank  yon  very  mueli.  We  will  look  it  over 
and  possibly  later  on  have  some  communu'ation  with  yoiu  Mr.  Secre- 
tary, in  reference  to  it. 
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OiH' i)<)iMt  that  I  waiiti'd  to  make  Motr  of  Im'H' :  I  recall  that  you  liav(t 
iiurK'ated  that  iWviv  was  ronccrii  you  Mu'iitioued  your  coiuTrn  over 
the  overhij)  aniou^^  h)an  pro^n'auhs  in  \onr  testimony,  that  tiiis  par- 
tit'uhn*  i)r()i)()>e(l  K'^nshit  ioii  nii^^ht  very  well  (hii)lieate  other  h)an  i)ro- 
<rrauis,  and  tlierefore  result  in  n  rei'taiu  rlimunt  of  o\  ei'lap.  Oft  our.se, 
this  i>  always  a  h'^^itiiuate  eousi(h'rat iou  and  it  is  one  of  the  reasons 
that  we  Avanted  the  testimony  of  men  like  yourselves  ollieei*s  of  the 
executive  hi'aiich.  Aiul  we  ha\  (' -invited  the  SBA  and  others,  hecau.se 
they  are  concerned  that  that  can  hai)l)en.  We  don't  think  it  ou^dit  to 
hai)[)en. 

And,  therefore,  on  i)a^r(.  17  of  S.  ^iltio  Ve  have  put  this  lan<ruap': 

The  jMitential  b()rn)wer  must  demonstrate  that  tlie  fiimiieial  asslsuuiee  applied 
for  is  not  availahle  frojn  any  otlier  puhUc  or  i)rivute  sources. 

So  we  are  not  try  in  <r  to  i)ile  ijistrumentality  ui)<)n  agency.  Tla*  whole 
l)nri)ose  here  is  to  lill  ^ai)s  as  we  sense  them  within  the  credit  structure. 
\  want  to  he  \  ery  frank  about  it  :  it  nniy  very  well  he  that  our  ])roposod 
le<rislation  is  not  sufficiently  ti<rht,  as  we  i)ut  it,  and  w(»  want  to  rede 
line  it  and  rewrite  wlu^re  necessary;  adjust  it  and  nudce  dtdetions  where 
ai)propriate. 

lUit,  we  found  a  <;i-(*at  <;ai)  l)etW('(Mi  tlu»  t»\istin^r  Karmei's  Home  Ad 
mini>tration  i)i-o^n'am  and  the  Karn»  Credit  Administration  iu'o<rram, 
There  is  a  void  iidu'tween  tliem  that  is  not  hein^  totally  filled. 

StM'ondly,  we  find  that  ov(*r  the  year's  these  ei'edit  i)ro^r!uns  that  are 
made  availahle  under  111*!)  ami  HEW  and  i^'mall  business  ami  otlu^rs, 
while  often  includin^r  din>ctives  within  thc^  le<;ishvtion  that  they  a»v 
to  he  made  a\ailal)le  to  rural  areas,  ju^t  plain  aren't  working  in  those 
area. 

Kor  examph*:  On  liousinir,  as  Stuiatoi*  S[)arkman  ^aid,  it  is  \  (m*v 
difllciilt  for  a  sinall  hank  in  a  small  country  town  to  tie  uj)  its  money  in 
lon<r-term  moi't<;a<;es :  they  ju^t  cant  (h)  it  ami  thev  just  don't  do  it  and 
the  lack  of  cnMlit  ni  rural  America  for  economic  dev(doi)m(>iit  is  so 
ol)\*ious  th:U  there  isn't  a  witness  that  N^  ouldiTt  te-^ti  fy  to  it. 

It  just  i)laiii  isn't  ther(\  And  we  know  that  unl(»ss  they  ^o  with  si)e- 
cial  measures  like  the  tax  (^xem])t  bond,  foi'  exami)le*  that  it  has  l)e(»n 
almost  impossible  to  ^et  economic  de\  ('loj)nuMit  fmids. 

Hie  Kconomi<*  l)(Melopment  Adniinistration  is  [)iMniai*il\  I'clated  to 
ward  areas  of  distress,  AVe  ar(>  not  talkin<;  about  areas  of  di>tress  only. 

don't  (b.ink  that  rui*al  America  ouirht  to  be  in  tlu*  hospital  \n  oi'dei* 
to  <^et  Jielj).  believe  in  ])re\'(Miti\ e  medi<Mit(\  so  to  speak.  I  sp(»ak  foi' 
my.self,  I  think  that  we  lu^ed  a  (le\(dopment  ^)ro;i*i}un  in  I'ui'al  America 
that  contes  befoi-e  rural  America  finds  itself  in  the  bottom  of  the  i)it. 
We  need  to  stop  i)ivdicatinir  legislation  on  tlit*  fact  that  their  is  a  crisis. 
We  ou^dit  to  j)redicat(»  le^i:^lation  on  what  w(*  wouhl  like  to  hav  e  a's  *a 
national  <rr()wth  jmliyy  in  this  cf)imtry.  That  'is  what  we  are  talking 
about :  a  national  balanced  p-owth  policy.  We  have  hud  a  ^n-eat  deal  of 
le^i.slation  that  rescues  you  after  yon  are  practically  dead.  We  feel 
that  it  niiofht  l)o  bettx^r  to  keep  you  well. 

And  that  is  one  of  the  rea.sons  here  that  we  come  foi-th  with  this 
[)roposed  le^nslation.  I  want  to  make  it  very  clear  a<;ain:  it  is  com- 
plicated le^n^Lslation,  and  it  is  intricate,  and  it  undoubtedly  needs  a  ^ood 
deal  of  HMvorkin^  and  that  is  wliy  we  wanted  to  start  these  hearin<;.s 
rather  early. 
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I  have  ojiv  otlier  obsorvatioii,  and  I  am  not  going  to  take  all  the  tune 
of  tins  coniniittee.  I  note  on  page  \)  of  your  statement  u  roneentioji  that 
you  a|)j)e4ir  to  liave  doveloiHMl  conconiing  the  self~ri n a nci ng  i)>HTower- 
owned  rural  development  bank  <*i;edit  systena  tluft  would  he  established 
•inder  S.  222:5.  '  "  ■ 

No  eoncessumal  er^(lit,  or  what  1  wouhl  like  to  (*all  *'so(Mal"  or  '^soft  " 
credit"  is  hivolvcid  in  onr  Rural  Development  Credit  Svstem.  Our  bill 
kas  two  nuijar  piH)visions.  One  provision  revises  and  e'xpands  the  au- 
thority  of  the  VSDA  to  provide  soft  loans  for  rural  dx'velo[)ment.  That 
IS  the  Farmers  Home  Achnhiistration  as  revised  under  S.  2223.  It'takes 
the  structure  of  thji  Farmers  Home  Administration,  expands  its  func- 
tion, so  to  speak,  and  gives  it  a  greater  base  of  credit,  from  $100  mil- 
lioji  to  i?aOO  n^illion,  and  expands  its  Avork. 

Xow,  the  other  provisiojis  we  have  over  here  under  the  chart,  under 
title  2,  creates  a  new  Rural  Development  (^redit  KSvstein.  This  System 
makes  only  hard  loajis.  If  there  is  a  concession  to  be  made  to  the  bor- 
rower, he  cariiiot  go  to  the  Rural  Develo})ment  Bank'  but  to  the  De- 
partment of  Agriculture.  And  1  might  add  that  all  of  those  loans,  both 
hard  and  .soft,  have  to  be  phased  through  our  inulticonnty  planning 
and  deve]o])ment  districts.    .        *  ' 

So  that  yon  are  eom])elled,  in  a  sense,  under  the  structure  of  this 
credit  to  have  a  multicounty  programs you  just  don't  come  in  with 
liit-and-miss  little  projects!  and  we  think  that  is  rather  important. 
n1ien  I  si)oke  to  the  countv  officials  this  past  week  I  put  great  em- 
phasis on  the  fact  that  40  of  the  50  States— more  than  40  nQw-^ave 
inulticonnty  planning  systems.  And  all  of  these  loans  would  have  to 
ht  mto  a  mnlticomity  program.  Those  would  be  over, and  above  the 
loans  that  you  can  get  from  a  half  a  dozen  otheV- ageiuMes  of  Govern- 
ment, or  even  the  St)ft  loan  from  the  Farmers  Hbme  Administration. 

Again  I  want  to  say  t-o  you,  Mr*.  C^inipbell,  that  it  mav  be  vej-y  well— 
and  Tfixm  not  trying  to  be  provo<'ative  iiere  in  the  sense  of  somebody 
saying  that  \ve  rnay  very  well  want  to  have  to  rework  some  of  this  so 
that  we  don't  get  off  the  beam— vye  have  tried  to  take  the  objectives 
of  the  n>ral  development  program  of  the  administration  in  its  rural 
develoi)inent  revenue  sharing  and  accomplish  those  objectives  within 
the  st  iMicture  of  this  banking  system.  \  ' 

I  noted  one  thing  here  and'it  is  a  legitimate  concern:  On  page  5  of 
your  testimony  you  connuented  about  the  approaches  to  rural  develop- 
ment. You  said : 

The  Admioistrntion,  on  the  other  hand,  approaches  rural  (level opmont  as  a 
more  crmiplex  undertakinpr  involving  .people;  their  needa  and  aspirations*  the^ 
social  stnictiire  in  which  people  work  and- live. 

That  is  I'xactly  what  this  pioposal  does,  I  want  to  say  quite  frankly 
and  firmly.,  because  it  is  related  to  the  multicounty  planning  done 
l)v  the  local  people,  not  out  of  Washington;  done  bv  them.  And  this 
hank  finances.  "hQpefully,  wliat  local  people  have  decided  that  they 
iieed.witliin  a  total  framework,  not  just  a  one-time  job,  but  part 'of 
th(^  total  framework  of  mnlticountv  planning,  otherwise  thev  just 
doiCt  get  the  loan.\. 

The. other  point,  on  the  seventh  lirl^from  the  bottom  yon  say: 
'*The  establishment  of  Stv^e  and  local  iWitutions  is  preferable  to- 
"  creatiixg  a  ^mtuH^side^^Feae^^  bank."  May 
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I  isuy  tluit  this  systoiii  dopciuls  u1m)11  Stato  uiul  local  i^nstitutions.  You 
liavu  Stato  aiuriocal  institutions  now  viiWvd  imiUicmlnty  i)]anning. 
Tlio  tnible  i.s:  THcy  don't  hnw.  any  nnisrlo;  nioy  haven't  got  any 
nionoy. 

Wl'iat  wo  aiT  trying  to  do  licro  is  to  provide  inusch*,  hut  not  direc- 
tion. Tlie  direction,  the  i)lan,  the  organization  is  at  State  and  local 
levels.  The  possihllity  of  horrowing  to  make  that  plan  o[)crative  is 
in  the  hanking  structure.  So  \\e  are,  in  a  sen.sc — l)eoause  we  both  had 
to  come  at  this  rather  quickly — \\e  are  l)oth  on  the  .same  wagelength 
liere.  1  agree  that  what  we  need  are  State  and  local  instrinuentalities 
that  can  do  something. 

ICvery  one  of  our  States  Inne  all  kinds  of  rural  development  i)ro- 
gram.s.  The  problem  is:  Many  times  they  don't  have  any  funds.  In  the 
bills  we  are  t  rying  to  make  credit  available.  , 

And  hnally,  wc  tic  in  the  local  l)anks.  Wo  mot  with  independent 
bankeis.  The  greatest  source  of  credit  today  isironi  tlu'so  independent 
bankers  and  1  for  one.  am  unalterably  op])osed  to  nu)ving  in  on  them 
and'  taking  away  their  structure.  'I  think  they  are  an  invaluable  i)ait 
of  rural  credit.  In  fact,  that  is  just  about  the  only  private  rural  credit 
you  can  get.  Tliese  great  l)ig  banks  are  not  going  to  come  on  out' to 
Beadle  County.  S.  J)ak..  whore'  my  family  lives.  They  take  money 
froi\i  us:  rliey  clon't  bring  any  money  in.  They  suck  it  out  like  a  suc- 
tion ])um[)  tlirough  their  chain  oporafions.  ]^ut,  my  little  local  bank 
out  there  keeps  money  there  and  loans  the  money. 

-What  we  are  trying  to  do  is  to  make  these  local  banks  an  agent  of 
the  .strueture.  It  will  work  with  the  local  people:  it  work  with 
the .  local  connnuity^That  local  bank  will  become  the  agent,  so  to 
speak,  of  this  home  oanking  system.  And  it  will  only  do  what  tlie  local 
coinnninity  has  planned  on  doing. 

So  in  our  exchange  here.  I  ju.st  wanted  you  to  know  what  my  thought 
'  was  as  a  sponsor,  one  of  the  sponsors  at  this  bill.  I  do  not  want  the 
Federal  (iovernment  to  toll  Waverly,  INfinn.,  where  I  live,  in  Marys- 
ville  Township,  wha^  we  are  going  to  do.  But  I  want  to  tell  yoii  that 
mv  little  t(fwn  out  there,  can't  do  a  darned  thing  until  it  can  get  a 
hold  of  sonu-  monev.  And  it  is  not  going  to  get  the  money  ont  of  Cluise 
^fanhat-Ti^n.  Wo  may  have  a  friend,  there,  but  they  haven't  been  out 
to  see  us.  I  don't  know;  but  T  don't  think  they  know  we  are  there.  But 
we  iuive  got  a  lot  of  things  that  need  to  be  done  out  there. 

Xow,  what  is  working  out  there  is  the  Waverly  State  Bank.  I  am 
for  it.  Dan  Ciraham  is  my  friend.  And  we,  could  use  some  nice  little 
busiiu'ss  out  around  there ."^  BiU  what  we  need  is  sonu'  capital.  Wo  need 
some  credit.  And  we  don't  have  a  credit  ^i:rnctuve  to  provide  ^for  it. 

Xow.  what  wo  are  trying  to  do^here — ^and  I  liave  looked  at  this  very 
subjectively — I  liave  lived  all  of  my  life  with  few  exceptions  in^'ural 
Amori'M:  I  was  born  in  a  small*  town. -gre^v  uj)  ^  Iluron,  S.*  Dak., 
wont  to  a  city  the  size  of  Minneapolis,  not  a  small  city  to  ])e  sure,  but 
one  that  is  K^sentially  relat(K^l  to, rural  An)erica.  And  I  have  lived  since 
-lOoO  in  a  j'onnmmity  of  fiOO  peQple,  and  I  am  very  active  in  my 
comnnniitv  life.'And^I  think  I  know  wluit  their  needs  are  and  I  w-ill 
tell  vou,  their  needs  are  not  being  sa'tisfied.  And  when  you  get  out 
there  and  meet  with  the  Mary^.\'ille  town  ])oard.  you  find  out  and  that 
is  \V|^at  we  are  trying  to  dojiere. 
Senator  Allen? 
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Senator  Ai.i.kn.  Tlnink  yon,  Mr.  Cluiinnaii. 

Mr.  ('amj)lH»ll,  in  nrmMiting  tlio  views  of  tlu»  I)o[)artnuMit  and  tlie 
administration,  arc  those  vl(»w>^  identical,  or  is  it  possible  for  tlie  Dc- 
))artnient  to  Inive  one  view  and  tlie  iidininistration  another^  TJlere 
seems  to  be  some  confusion  in  tliis  urea  from  time  to  time. 
'  Mr.  (\\>ri*nKM..  1  am  liore  i)resentin<;  the  views  of  tlie  l)e[)ai-tnient 
of  A^rJ'it'nlf^ire.  I  nnch'rstand  yon  lni\e  invited  tin*  otlnu-  Departnn^nts 
to  l)e  here.  AA'Iu'tln'r  tliey  will  ni)pear,()V  in)t.  1  don't  kno\\\  I  don't 
know  what  your  eoninnini(»ations  witli  the  otlier  Departments  are,  [)ut 
tills  is  the  view  of  the  administration. 

Senator  Am.k>'.  And  also  the  vieAv  of  the  I)e|)ai:tnnMit  ? 

Mr.  That  is  correx't. 

Seinitor  Ai.i>kx.  I  was  interested  in  the  comment  here  on  rural 
revenue  sharing  programs,  that  they  will  direct  over  ii^  hi  1 1  ion  d()lhu*s 
of'FedernI  funds  into  the  rural  areas  for  nninagement  by  State  and 
local  j)eople.  Now.  tlnit  is  not  a  billion  dolhus  of  new  moiH'y.  is  it  ( 

Mr.  No,  not  entirely. 

Sefiator  Ai.lkv.  How  nnu^h  now  dollar  nu)ney  would  that  be  ^ 
:Mr.  (\\MpnKr.L.  Jnst  under  $200  million,  new  money.  Hnt  the  dif- 
ference is  that  currently  tliat  money  i.s  directed  c()m[)letelv  out  of 
\Alishin<;t()n.  T).(\  And  under  the  i)roposal.  the  money  \vouf(f  be  en- 
tirely in  the  hands  of  the  local  peoi)le"fpr  their  myn  de(»isions. 

Senator  Au.kn.  Ve-.  I  imderstnnd.  I  was  inten^sted  in  the  ai  roiiLt 
in\()lved. 

Also,  the  reorpinizatio])  proi)()sal  that  you  speak  of  with  apparent 
n{)i)roval,  does  that  i)lan  call  for  iner<rin^^  the  r)e[)artnient  of  A^jri- 
<*ulture  into  a  lar<;ev  cabinet  position^ 

^  ^fr.  (\\MrRKrx.  It  doesn't  plan  for  the  niei-^er  of  one  de[)artment  into 
any  other  (leparMncnt,  this  is  a  reali*;nment  of  seven  departments  \i\tn 
four  new  dej)artments,  so  that  it  is  not  a  merger  of  one  into  another. 
This  is  a  complete  realignment  of  purpose  and  function,  because,  as 
has  nlready  been  brought  out  here,  these  small  commimities  in  these 
mnlticounty  districts  which  we  have  been  discussing  this  niorninp, 
liave  no  one  place  to  <ru  to  deal  wit  h  theii*  j)n)l)lems.  rn{ler  the  prooosed 
reorganization,  there  wmild  be  a  consolidation  alon^lhe  linescof  pur- 
pose and  intent,  in  order  that  the  people  coming  to  AVashin^on, 
wouldn't  have  to  look  tln-ou<rb  a  bi^  (^atalo^'to  find  where  they  would 
have  to  ^^o,  Init  they  co^ild  to  one  de])artment  in  order  to  answer 
their  |)r()Mems.  I  know  that  the  folks  from  my  owiv, small  town  of 
^Val^kinsville,  (tm.  (^nme  to  AA^ishin^on' for  hf^lj).  They  had  to  <ro  to  live 
.different  n^rencies  and  departments  In^fore  they  leff  town.  And  I  am 
certaiiithnt  when  they  <r<)t  baf*k  to  (reoririn.  t  heV  had  to  nx]]  their  Con- 
jrrcssnian,  or  either  "one  of  the  distin^ruished  T.S.  Senators  ,from 
(reor^ria,  to  find  out  what  they  had  cFone  and  what  had  been  accom- 
plishe<l,  IxH'anse  there  was  no  one  place  they  could  ^o. 

Senat-or  Atj^en.  Yes.  Butnmder  the  R'eor<ranization  Plan,  the  De- 
partment of  Agriculture  would  still  exist  as  a  separate  cabinet  position, 
woiild  it  not  ?   ,  '  ^ 

Mr.  Campbell.  Xo,  not  only  the  Depai-tment  of  Agriculture,  but  all 
seven  departments  involved  wcndd  cease  to^exist  as  they  ^ire  present!  v 
(Constituted, 

Senator  Allen.  It  woul^  then  become  a  division  or  department  of 
another  Cabi^iet  position,  is  tliat  corre^^t  ? 
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ilv.  Campbell,  ruder  tlie  Keorjranization,  the  different  agencies  of 
tlie  Department  would  ^^o  into  four  different  areas.  That  part  of  the 
Department  dedieated  to  the  farmer,  liis  well-being,  and  his  nicome 
would  l)e  intact  in  one  area;  A.^  it  is  today,  there  aiv  sr),()()n  eiin).loyee>. 
The  fanners  ^^'t  hhimeil  for  havin<r  M:).0()n  employees  workni^^  for 
them.  Hut  only  20,000  of  the.<e  eini)loyee^  a^^tHally  work  for  the  farm 
ers  of  Ameriea,  Vet  the  farmer  varries  this  load  on  his  hai'k.  Aiul 
this  load  would  be  shucked  off.  So  wonUrseveral  bilTum  dollai^  that 
the  farmer  is  bhimed  fm?  Time  -and  time  again,  we  read  editorials 
blaming  the  entire  budget  of  the  Departmeiit  of  Agi'icnlture  (>n  the 
farmer.  And  he  shouldn't  hear  this  blame.  They  say  he  is  getting  $10 
billion.  Actually,  only  about  ()0  percent  of  tliat  budget  goes  to.  the 
farmer.  And  under  the  Reorganization,  those  areius  directly  related  to 
tlie  farmer  and  his  welfare  will  all  be  in  (me  place  together.  Tlie  De- 
partment would  really  be  \\\  each  of  the  four  new  de[)artiuent.s,  not  in 
one  of  the  four  as  you.suggest . 

S(Muitor  Allkv.  Then  the  Department  of  Agriculture  does  endorse 
the  thought  of  the  Department  ceasing  to  Ik*  u  .separate  ('abiiu^t 
po.sition  { 

Mr.   (\\AirHF.LL.    AVe    emloi'se    the   reorgaui/.atio!!    for   a  Ix'tler 
frovernnu'Ut, 

Senator  Ar.LK.x.  ^'cs.  as  outlined  in  my  {[uest  ion. 
.Mr.  ('amimikjj..  That  ix'orrcct. 

Senator  Ai.i.kx.  I  gather  that  the  administration  sees  little  in  this 
bill.  S.  222:>.  to  recommend  it. 

Mr.  (\\MiM>KLi..  AVc  (l(y  not  ([ue.stion  the  intent  and  the  objectives 
of  the  authors  of  the  bill,  we  just  have  a  diilerent  \'iew  and  ai)i)r()acli 
to  the  accomplishment  of  (h)nig  souu'tJiing  about  rural  Ameri<'a.  as 
1  have  testified. 

Senator  Ali.kn.  Do>-ou  think  that  the  credit  needs  of  riiral  America 
are  a(ie([uatelv  met  uh<ler  the  i)reseut  sy.stem  { 

Mr.  (\\Mi»nV.iJ..  We  think  tliat  Congress  has  through  the  years  pro-, 
\  ided  enougb  ag(MU*ies.  if  they  are  rcsti-uctured  and  reorgani/^ed,  as 
the  President  has  projUKsed.  put  into  revenue  sharing,  and  then  the 
funds  i)assed  back  to  the  local  i)e()ple  making  their  decisions,  rural 
.\nu»rica  will  luive  a  chaiu^e  to  adecpuitely  develop. 

I  must  point  out.  and  as  the  chairnuiu  has  pomted  out,  nothing  will 
occur  unless  the  local  people  want  to  do  something.  Ile^has  visited 
connnunities  in  mv  State.  lie  has  iu)ted  the  leadei-slup  role  the  Mayor 
of  Alma,  one  of  our  littlejtowns  that  are  so  active  in  rnnil  develop-^ 
ment.  But  we  feel  that  w(|rdo  not  have  an  adeqmite  way  to  efficiently ' 
.serve  these  small  coimnunities  at  the  piv.sent  tiin^*.  That  is  the  rea.son 
the  President  came  forth  with  this*proposaj  oi^tlie  reorgani/.ation 
and  revemu'  sharing. 

Semitor  Allkx.  Yes. 

I  luxte  here  on  page  (>  of  your  testimony,  flie  l)\ttom  of  the  |)age 
there,  subsection  1,  you  point  out  that  in  your  Jnc^^nent  or  tlie 
judgment  of  the  Depaitmcnt.  the  presen't  level  of  cfJiTTTmfemtmt  of 
$100  million  is  adequate  for  the  Farmers  Home  Administration  grants. 
You  are  of  that  o[)inion,  that  that  should  not  be  raised  \ 

Wv.  (\\MiMiKLr..  That  is  correct,  under  the  present  prognun.  AVe  do 
not  ap[)rove  of  the  other  $200  milliou.  That  wmddbe  provided  uiuler 
the  bill.  This  $200  million would  go  with  the  broadened  powers  of 
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"the  bill.  We  (lo  not  ap[m)ve  of  the  achlecl  jiiiiouiits  for  the  Fjiniiors 
Iloine  Administration  under  tlie  [)ri'.sent  autliorities.  We  think  that 
the  $100  million  is'ade(|uiite  for  the  current  purposes*. 

Senator  Ai.lkn.  Are  you  knowledirenhle  as  to  the  ainou]it  of  Imck- 
lo<r<)f  applications  that  the  Farmers  IFome  has^ 

Mr.  (AMrnKLL.  Yes,  I  am.  AVe  ha\e  ahout  ;J0,()()()  conm'unitii's  tlnit 
need  water  and  sewer  system^.  1*he  Farmers  Home  Administ^-ation, 
as  has  already  been  said,  has  made  a  >tu(ly  of  the  needs  and  what  we 
have  to  do.  AVe  have  accelerated  the  i)r()<j:ram  under  the  pivsent  au- 
thority. In  my  testimony.  I  siiid  the  numljer  of  loans  and  grants  for 
water  and  sewer  systeuis  has  ris(>n  from  1.300,  u[)  to  an  estimated 
1,74)0  from  fiscal  year  IJKU)  to  fiscal  vear  1072.  B\it,  we  do  have  a 
backlog. 

Senator  Ali.kn.  What  is  the  amount  ( 

Mr.  (' \MrnKi.i..  We  came  to  Con^^-ess  with  a  te<rislative  proposal  to 
cluui^re  the  nu^thod  of  financing  water  and  -(»wer  loans,  hecause  the.se 
were  bein^  financed  out  of  the  Federal  Treasury.  As  a  re.sult.  as  all 
of  us  know  ,  we  ha\  e  a  continual  probh  in  of  k(H'j)in^  the  Federal  bu(I<ret 
as  little  in  the  red  as  possible.  We  always  Ijavc  had  and  we  can  antici- 
pate  in  the  futun*.  a  ])rol)lem  of  how  nmch  money  we  can  <ret  dire<'tlv 
out  of  the  Treasury  tojoan  for  water  and  >ewer<^  So  \\  v  came  t(»  Con- 
^nvsK  and  a>ked  for  lefri.slation  to  i)ermil  FIfA  to  take  tax  e\em|)t 
boiuLs  is-ued  hy  municipalities  :uid  m  11  tlie^e  in  the  money  marivct  w  iih 
the  inten^st  to  l)e  taxnhle  to  the  })ureha>cr.  This  snti^fics'Treasurv  I  )e 
partment  policy  a^rainst  the  sale  of  ta.\  eAem})ts  nruarauteecl  by  FFI  A. 
Xow,  we  have  a  n)uch  better- sitmUion  v  ii  limit  hn  vintr  to  be  eo'n,  rrued 
w  ith  direct  Treasury  lo(?ins,  i)ut  can  iruarantt c  loans  instead. 

Senator  Am.kv.  AVhat  is  the  amouni  of  vour  backloir,  Mr.  Campbell  ( 

Mr.  IIaspkav.  AVe  carried /)vcr  >^.'»nO  nijllion  in  a[)i)licati(Mis  fo?-  loan-. 
The  ori<rinal  bud^rt^t  was  $I8i)  million,  but  the  President  increased  tlyit 
by  >in  1  million  for  a  total  loan  pro^rrmn  in  fiscal  1072  of  i^^'JOO  million. 

Senator  Allkv.  Does  that  tally  with  lliis  statement  on  pa^r(.  d:  "At 
the  present  level  of  eonmtitment.'the  Sjno  miJlion  level  is  ade(juate  for 
pro;;ram  [)ur[)oses?"  ' 

Air.  (\\MPHF.M..  Tlie  $100  million  is  arrant  ^)ney.  Senator,  whereas 
we  are  referrin^r  to  loans.  All  of  the  coUnnunitie.-;  do  not  <r(.t  (rnmt 
money.  The  i^vrxnt  money  is  tmly  availal)le  where  it  i  ;  felt  that  the 
♦  •omiuunities  just  absolutely  cannot  make  a  i)roject  on  loans.  I'he 
$100  million  does  not  relate  to  fh(>  iiirures  that  Mr.  Joe  ffasprav  just 
fifa\'e  you.  ^ 

Mr.  ITasimiw.  I  was  usin^  the  loan-.  We  are  r.o\i& talking*- about  the 
•xnint  inoney. 

Senator  Ar.LKX.  That  is'what  I  was  askin^r,  as  to  what  tlu^  backlo^r 
is  of  a])plicati()]is. 

Mr.  I^A.^ffI^\y.  Tlie  backlog  of  ^aants  applications  eiirried  over  is 
$100  million.  And  wo  will  have  )^lo  million  undor       niMv  hud<r"t. 

Senator  Allex.  Yon  will  have  how  much  i 

Mr.  ITastoay.  $40  million. 

Senator  AiXMx.  $10  million  in  (ri^ants^ 

Afr.  IIasptlvy.  Ye.M. 

Senator  Allex.  And  this  bill  i)ropo.sed  $:iOO  million? 
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Mr.  (\\MPHKLL.  Tl)is  l)ill  i>!*(i])()st'(l  S'^(.)(i  million  for  a  lot  of  otiier 
puii)©^!*^  besides  <rnints  for  M*ater  and  si^wow  Senator.  I  don't  tlilnk 
you  can  relate  the  t  wo. 

Senator  Au.rn.  Some  have  l>een  witldield  tliis  year  by  the  Adhiinis- 
tration,has  it  not,  some  authorization  i 

Mr.  rAMPiiKLL.  That  is  corriH't.  The  money  was  \\ithh(»ld  aei^)---  the 
entii'e  Ft^lenil  (Joveniment  in  an  otl'ort  to  keoj)  dowji  the  ivd  iidv  of 
tlie  Fe<lenU  (lovernnient  to  tin*  lowest  possible  l(»vel,  noi  only  here,  hut 
throughout  all  depaitmcnty  of  the  (rftvermuent.  The  P>deral  money 
withhehl  f  n)ni  what  tho  Con^r(»ss  had  authorized. 

Senator  IVj.lkn.  I  notice  on  [)a<re  10,  you  say  : 

Title  I  of  S.  2223,  would  jx»rmlt  the  FHA,  tlirou^h  its  eatabUNlit'd  iiml  ivMvi} 
delivery  and  flnanclnff  syntem,  to  curry  ovU  virtually  all  of  ihr  furu'tlons  and 
purpose's  of  the  more  olalK)rate  HIX^S  Itifnistructure. 

Now,  would  tlie  Administration  favoi*  i)larin<f  tluv^e  power-  pro- 
vidnl  in  TiHe  I  in  Fanners  Home,  rather  than  S(»ttm^r  nf>  a  new  airency  t 

Mv.  Campuki^l.  Wr  fe(»l  tiint  Cwntrrt'^s  throutrh  tnc  \  (••.u's  iuis  <'St.jb- 
lished  everythin'^  that  is  nece.ssary,  [)i'()vi(U'd  there  is  a  I'eoi ;^oinizat ion 
of  all  the  ai>:(»n('ies  and  a  r(»structurintr  for  revenue  sharin^r.  It  is  }H)S- 
sibl(»  to  a(romjyUsh* the  ol)j(»('tives  of  this  bill  without  broadenin^r  the 
pow(u*s  of  tlie  FHA  in  this  area.  Kvistin^''  authoriti<'>  of  the  ^mall 
Busiiu*ss  A(huini.sti-ation,  FDA,  HFl).  aiul  t he  other  de])artments  that 
hav(»  ])ertinant  ])rf)tri-ams  tlu»  ( 'ontrress  has  ^^iveji  tluim  i  ixu  <io  tlif  joi). 

Senator  Ar^LKX.  ^'ou  hav(»  all  these  de[)artnu'nts  and  a^rencies.  I  bit 
is  that  ^rettin^r  snffitM(»nt  funds  out  to  rural  AuKU'ica  l(>  liandle  the 
})rol)h*ms  and  net^dsof  rural  Ameriea^This  is  important. 

Mr.  ('AMeUKiJ,.  We  feel  that  the.se  agencies  alread\  cn-jitod  b\  Con- 
<rre.ss,  (^an  meet  the  ne''ds  of  rurni  Amei'ica.  if  the  ?'eor<r*iuizntion  a-id 
reveiH'e  sharintr  is  [)Ut  forward.  !t  woubl  U)k(*  an  expai^ion  of  souu' 
of  tlu'ir  activities  and  an  eulai^rement  of  what  they  ai'<'  doin<^. 

Senator  Alik.v.  I^ut  you  ai*(*  not  [)ropohin;i:  tMilarwrniont  alon;.rthMt 
line,  are  you  t 

^fr.  ('AiurnKLL.  AVe  have  j)ro])osed  a  reor^ranization  of  <i()vernment 
for  revenii(»  sharintr.  jind  w  luui  this  is  aev-omplishcd,  \\.)rkin/i:  with 
eonununit ies  we  will  then  ;ro  for'ward  with  ways  to  meet  tlieii*  needs 
as  we  lind  them  at  that  time. 

S(»nator  Aij>:x.  I  liavc*  no  fuitlau*  (jueMioiis.  Thank  you  very  nuich. 

S(Miatoi-  Ilr^fiMiKKY.  S(Muitor  Px^llmon. 

Senator  BELL:\r(>x.  Thank  yon.  Mr.  Cluiirman. 

Se<*retary  ('am]>belb  on  pa;j:(^  o  of  yoni'  -tatement  yon  .'all  attention 
to  the  Administration's  aj)proaeh  to  i-nrid  de\  elo])ment  a-  bein^r  rather 
eomplex.  and  ineludin^  su(*h  thin/jfs  as  tlu'  Mx'ial  stru*'ture  in  which 
people  work  and  live  luulso  forth.  Would  vou  care  to  enlarLre  u])on  that 
a  little  to  ^ive  us  a  better  insi^rlit  as  to  how  the  A(buinist ration,  ap- 
l)roaches  tlie  prol)lem  of  rui*al  (lrvelo]>ment  ? 

Mr.  ("ampbeix.  We  feel  the  free  enterpri>**  eai)italisti '  -ystem  liuds 
its  answers  to  the  problems  that  we  have,  and  tluif  this  is  the  bt^st  sys- 
tem.*I^ut,  that  the  Government  does  have  to  be  involved  to  a  mininmm 
de^rree.  Fii'St,  there  nuist  be  activity  at  the  lo^al  level  by  the  people  of 
a  comnmnity.  The  State  p^overnment  or  the  State  eapitol  can  ^o  down 
and  make  something  happen  in  the  community,  but  lir-f  you  have 
to  have  tlie  activity  there  to  work  with.  !Most  states  now  have  multi- 
county  setups  in  order  to  work  for  the  bett(»rment  of  tlH»  repon  eov- 
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cml  l)y  a  nnilti-countv  M'tiip  ^Vo  lu^lieve  that  we  can  put  a  delivery 
system  into  tlieir  lmi\(ls  for  tlveir  action  and  their  promotion.  We  can 
do  it  best  by  niovh\/r  tlie  ( Jovermnent  l)?U'k  to  the  pe(>[)le  tlinnifrh 
reor^runization  and  revenne-sluHin*:.  Waconhl  activate  and  stimulate 
wlvat  tlu^e  people  do  better  this  way  than  bv  any  other  system-tlhit  \ve^ 
ha\e  heard  of  or  )ind  recoininendcHl  to  us  tluis  far.  We  Vre  c(yicern(Hl 
alMMit  the  farm  inconu\  tiiNt,  as  I  have  already  siiid.  Thei^  we  are 
concerue<l  about  the  training:  of  pe(>i)le  niul  ediKMition  for  inihist.rial 
jobs.  We  are  conceriu^d  nlw)ut  trnnspoi-tat  ioi\. 

Tiiere  are  many  fnctoiN  that  ^^o  into  wbetbei*  or  not  an  iiulividual 
will  come  into  a  niral  community.  It  isn't  just  a  nuitt^^r  of  credit, 
it  is  a  matter  of  trnnsporfatiou  aiul  water  as  nnu-Ii  as  anythin^r  olsc. 
Without  transportation  aud  without  water,  an  industry  just  can't  conic 
into  au  area.  We  jnust  lunc  the  a<'ti\e  participation of  the  people 
h)cally.  and  tlnMi.  the  Stat«'  and  the  Kedenil  ('k)\ crnmcnt,  and  we 
nutst  be  able  to  nnike  sense  out  of  what  the  State  is  doin^^  and  what 
the  FVderal  (lovcrnnuuit  is  (Uuw^.  ( 'nfortunatrly  throu^di  the  years, 
the  p\*deral  ( io\-ernuicnt  has  become  so  complex  t)uit.  as  somcoiie  has 
said,  you  have  to  <rf*t  thion^/h  a  cataloir  biiriri.r  than  ScaiN  liocbuck  to 
tr\  to  find  out  uhcrc  to  ;ro.  So  wc  feel  the  job  has  to  be  made  easier 
f(>rthc  local  i)»*o[)le  jo  Dnd  out  wha*  is  a\ ailable  aud  to  take  advanta^^* 
<if  what  is  a\ ailable.  belli  \t.  that  with  the  reor^aUi/at ion  aud  e\ 
l)ansH)n  of  the  acti\ities  that  ( 'on^^ri^.^s  has  alrcad\  created,  tliat  we 
can  acc()m|>lish  this.' 

Seiuitor  P)i  i.!/\toN.  \fr.  Cauipbelh  in  youi*  statement  \()u  meutionc(l 
the  cr(»atifjn  of  jobs  as  one  of  th-^niaiil  api)roaches  thiit  the  Depart- 
ment wr)uld  eMi|)hasixe.  .\nd  my  (juestion  is  this:  If  you  wei'c  (he  lea(Uu' 
of  a  rural  comnuinity  ami  f.  too.  am  froui  a  snuill  town  aJul  live  on 
a  farm  and  if  there  was  a  local  (Mftrepreneur  who  had  a  ^noil  product 
or  a  ^oi)i]  idea  that  he  wanted  to  de\elop.  and  perhaps  a  i)r()(hu*t  that 
lu*  wanted  to  produ(*e  and  market,  where  would  vou  p).  now.  to  ^et 
the  ca[)ital  that  the  stuall  h)cal  iiulust  ry  nii^dtt  re(|uiiv  i 

Mv.  ( 'ami'iiki.!..  The  Snuill  Husiness-A(binuistration  programs  are 
a\aifal)le  for  this.  .\nd  if  you  ha|)[>i»n  to  be  in  what  is  call<Ml  a  (h»- 
f)ressed  area.  KDA  |)ro^j\ams  are  a\ailable,  as  well  as  the  piivate 
financial  institutions. 

Vow.  in  d(»alin^ 

S{uuit()r  Rku.mov.  Just  a  minute,  na\e  you  ever  tried  to  !)orrow 
money  froni  a  piivate  Muaucial  institiitio'n  to  do  somethin<r  in  a 
small  town  i 

Mr.  (  'ami'iikm..  T  have  tried  to  as  a  fjiriuer.  Senator.  and'I  ^ot  thrown 
out  in  the  stre(»t.  And  then  I  went  over  to  P(\\. 

,  Senator  IU:rLAro\.  I  am  talking  al)()ut  an  industry.  P(\\  or  FIIA 
won't  loan  for  small  iiuhistries. 

Mi'.  (\\MnmA..  That  is  correct.     the  |)resent  time. 

Senator  IU:m.mon.  Where  do  these  small  businesses  ^o? 

Afr.  ( '  \.\rpitKM..  I'he  Small  Business  Administration. 

Senator  JHeixmox.  They  re<|\iire  a  i)artici|)ation  banker  to  i)ut  n\)  2^) 
perc(»ut  of  thiR  money. 

Afr.  (\\MpnR.ix.  Last  year  they  loaned  almost  $1  billion  under  this 
pro^rnui\.  Senator,  that  is  a  s\ibstantial  an\o\int  of  money.^ 

Senator  HKMAfoN.  And  they  loanecl  it  in  rominuuities  where  von 
have  a  b)cal  bank  hi ^  eno\i^d\  to  [mt  u|)  *25  percent  of  the  capital.  And 
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nmnv  of  iSwv  small  imnks  have  a  i^^j.ooo  Umn  limit,  and  even  small^. 
than"  that.  Ifow  would  a  hank  loan  liko  that  helj)  the  load  indiistiT" 
get  an  SUA  loan  ^  What  1  am  tvyin<r  to  find  out  is,  I  think  thoro  is 
a  ival  (Todit  pip  in  rural  Amorica  tochiv,  not  oidy  for  agriculture, 
for  agricultural  cjitciliriscs,  i)iit  i)art icularl y  for.  any  industry^that 
*  wants  to  locate  anv  small  husincss.  1  can  tell  you  what  lmi>i>cns  to 
snniil  Imsiiu'sscs.  1  VcmcmiKM*  that  wc  wanted  to  |)ut  un  a  small  jdant 
in  a  rural  area,  aad  we  went  to  a  city  hank  to  get  a  loan.  And  they 
told  us,  build  your  i)lant  in  Tidsa  afid  vou  will  get  the  loan,  liut  if 
we  wanted  to  Uuild  the  ])lant  in  a  rural  area,  where  people  aiv  [)ar- 
tially  e!!i])l()yed  or  on  farms,  that  aren't  large  enough  to  kcej)  thein 
working  s  hours  a  day,  all  year  round,  they  weren't  interested, 

Mr.  ('.vMiMU'.i.i..  I  understand  what  you  are  saying.  I  hate  to  give 
von  this  illustration,  hut  1  would  like  "to  give  you  one  that  will  ilhis- 
hate  the  oj^eration  of  the  free  enter])rise  cai)ital  system.  1  can  take 
Nou  to  a  ])lace  in  (reorgia.  hetwt»en  Atlanta  and  Chattanooga,  u|)  in 
noi-tli  (ieorgia,  where  an  etfoi-t  was  liuide  to  create  a  meati)acking 
plant.  Ju.st  hecause  the  money  was  available  through  one  of  the  gov- 
ernmental agencies  to  do  so,  the y  went  U])  there  and  built  this  meat- 
packing i)lant.  In  4  years  time  it  had  four  owjum-s,  and  then  it  clo.sed 
its  doors.  .Vnd  it  ]uis  been  sitting  there  for  the  last  0  or  8  years  mii)c-- 
cupied  because  the  free  enter])ri.se  capital  system  already  kiu^w  thr' 
Jhey  <ruln't  need  a  l)lant  in  that  i)articular  i)lace.  Tliis  isn't  a  inatter 
'of  l)eing  unsymi)athetic.  S(»nator.  I^ut  I  want  to  say  that  the  (xovern- 
ment  can't  find  all  of  these  answei-s.  it  is  im])ossii)le  for  them  to  do  it. 
We  can't  be  that  smart.  We  oi)erate  u;ider  what  we  call  the  free  enter- 
l)rise  ca[)itaiisti(v.system.  Down  in  soutli  (ieorgia  wliere  y()u  were,  Mr. 
Chairman,  we  had  one  of  tliese  slick  o])erators  come  in.  He  told 
the  lo<*al  ('(mununity,  yon  build  us  a  ])lant  and  we  will  j^tart  a  textile 
nuinufa<turing  out  tit.' The  v  did  this  in  two  or  three  of  the  small 
towjis  right  w^liere  you  were  as  chairnum  of  this  committee Jn  south 
(ieorgia.  Two  or  three  connnunities  i)ut  u[)  ])lants.  The  fellpw  stayed 
down  there  and  operated  for  '2  or  :\  years.  Buf,  because  he  w^asn't  re^ 
si)onsil)le  for  the  cai)itab  he  left.  For  the  last  2  or  3  months  he  didn't 
l)av  Jiis  la))or,  and  otln^r  bills  and  he  i)robably  owed  $2<)(),<KH)  or  $300,- 
uno  when  he  left.  I  would  have  to  assume  he  jMicketed  this  nu)iu\v. 

What  1  say  is,  that  we  can't  solve  all  of  the  ])r()blems.  The  ])rivate 
<'ai)italistic  systcMU  works  terriHcaliy  on  everything  that  comes  about. 
I  can't  tell  you  how  to  get  an  industrv  in  every  rural  area  throughout 
the  Tnited  States.  I  don*t..  think  it  is  po.^sii)^  or  feasible.  \U\t  I  (lo 
know  that  the  Small  Husincss  A(h!iinistration  and  the  EDA  are  doing 
a  substantial  job  in  this  res])ect. 

.S(»nator  Hkij.mox.  I  agree,  they  hel]).  And  certainly  the  KDA  is  an 
inH)ortant  arm  of  (rovernmeut,  and  the  results  of  tlu^so  ])rograms  are 
good.  Hut  to  me  there  still  exi.sts  a  very  real  ga]).  1  think  probably  tlie 
<lifTer(^ice  of  o|)inion  hen*  nuiy  i)c  w4iether  or  not  the  TSDA  ivcog- 
nizl^tla*  creation  of  rnnil  jobs  as  a  i)a/t  of  its  resi)onsil)ility.  .\fayl)e 
it/doesn't.  hut  tlie  fnrt  is  tluit  we  have  a  lot  of  •j)eople  in  agriculture 
wljo  are  underemi)loyed.  And  if  they  could  find  a  job  close  to  the  small 
fanm  they  operate,  they  could  contiime  oi)erating  that  farm  and  not  be 
foijced  into  the  city.  Thatjs  \\'\vM  we  are  after. 
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Mr.  Campi'.kll.  \Vr  lun^d  to  tlo  somct hin«r  nhojit  tlic  tractors  uikI  iho 
liiirvcstin^  (\lui|)iiH'nt  jiiul  all  tliat  have  ivi)lac(Hl  tlic  \vork(»rs.  I  n^ivv. 
W\'  U'M'v  a  (hr]>.s\  inpathy  aod  coiu'cru  witli  tlii.s. 

S<'!iator  Hkfj.mon.  Hut  tin*  point  is,  is  aiivtMii«r  Immhij:  <lono  about  it 

Mr.  (\\MiMi,  fj..  fc<»l  thv  atliuinistration  lias  (aki'ii  a  ])r()i)osal  to 
Con^rrcss  tliat  will  ]w\\)  lu'cail-t'  undci-  O.w  i-(M-(Miiu'-sharin^  the  local 
(•oiui:iunitii  >  .\tn  takt*  this  moix^v.  and  if  tlu-v  so  tloirc.  thvy  ran  create 
industrial  dcM  l(»|)un'nt  M.rpoiaticnis  with  the  money  jf  they  so  dcsiiv, 
and  ^^'t  into  tlic  hnancial  field.  This  will  he  (•()ui])lctcly  within  the 
honnd.s  of  var],  hx-al  cr)ntrnunity,  if  they  \\  ant  to  use  tTie  money  for 
ti)is  i)nr|)OM'. 

Senator  Hn.i  >n)\.  Mr.  Sej-retary,  to  do  this,  thuy  would  liave  to 
>iuit  down  theirc'Minty  a^^ent  and  close  the  VSCS  office 
Mr.  (\\Mrni.i.L.  No:  that  isn't  so. 

Ser.ator  IU  ij.mux.  This  is  the  >ame  money  you  ar(^dkin|r  about  ( 

Mr.  \A..  Xo;  it  isn't,  because  under  the  President's  {)roi)osaK 

the  <'onnty  ap'ut  and  the  Kxtension  Ser\  ice  is  lu'ld  safe.  Tnder  the 
proN  isions  of  this  bill,  it  >tates  plainly  that  theiv  will  he  no  reduction 
whatsoever  in  the  level  of  operation  of  the  Kxt^'U^ion  Service.  'I'hey 
will  «ontijfn;r  to  be  tied  to  the  land^n-ant  college,  which  is  very  ini- 
portant  I)ecan:  e  in  many  States  you  have  four,  five,  or  six  colleges, 
and  if  it  was  nf)t  stated  tliat  it  woidd  be  tied  to  the  land-^rant  colle<jje, 
then  it  could  be  divided  out  to  several  of  tlie  colleges.  ]^ut  the  j)rovi- 
sions  of  the  i)re,Rent  setup  do  protect  tlie  Extension  Sorvi(*e. 

Senator  llM  LAtox.  Hut  you  testified  just  a  moment  a^o  that  of  the 
billion  (h)lhir>  tliere  is    how  much  new  moiU'v  i 

Mr.  ( '  \MiM!lM..  Slightly  les*^  than  $:i(H>  million. 

Senator  T.]  u.mox.  Tlie  other  $S(K),  then,  would  already  be  com- 
mitted to  onjxf)in^  [)ro^rams.  So  we  only  Inuc^- • 

Mv.  (\\MeiiKi.n.  Yes:  but  tluise,  on^roin^  programs  to  which  you 
refer  are  uom  directed  out  of  Washinfrton,  t2.( '/'^'lie  hxMil  connnunitics 
could  rake  the  money  and  devi,se  thi'ir  own  j)ro^ram. 

Senator  IJi  rj.MO.v.  And  wii)e  out  the  existing  one  if  thev  want  to^ 

Mr.  (\vMrin:ij..  Yes:  lliey  can  handle  it  any  way  they  like,  m)  lon^ 
as  -t  's  used  foi'  the  purposes  and  the  functions  eligible  un(h'r  revenue 
sharing,-  • 

Sunator  lirr.r.Mox.  Do  vou  luive  an  o])inion  as  to  how  mucli  thts 
nioncv  ^v•ouhl  actually  be  freed  for,  let's  say,  tluj  pur[K)S(»  of  imlustrial 
de\eh)pn)ent  in  rural  annis? 

Mi\  (\\MvnrAX.A  ^vould  liave  to  submit  that  to  you.  I  couldn't  gi\e 
it  to  \(}u,  / 

SiMuitor  HKi.nMox.  I  don't  think  anybody  can  ^rjvt*  nw  accurate 
answer.  But  I  doubt  if  tliere  Avould  be  any  of  it  available  for  the  kind 
of  etl'ort  we  are  talking  about. 

It  ocenrs  to  me  a-n^l  I  api)rove  of  M*hnt  the  administration  is  try- 
inir  to  do  in  reorganisation  and  revenue  sharini;  -but  it  seems  to  me 
that  in  spite  of  this,  that  the  administration  hasnY  recognized  that 
there  is  a  need  here  for  some  initiative,  tliat  the  reason  we  have  had 
such,  a  ma-^s  exodus  of  people  to  the  cities,  where  most  of  tlieni  don't 
want  to  live,  is  because  there  aren't  any  jobs  or  opportunitie.s  in  small 
towns  it)  the  rural  ]>arts  of  the  country.  And  until  we  make  it  possible 
for  the  ))eop]e  who  miglit  like  to  buiid  i>lants  there  to  do  so.  ami  for 
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iUv  pcoplo  \\\u)  nwprUi  like  to        tliciu  to  ha\('  (lie  j<)l)>  and  tUr  ^hhu 
iimnitv  M»r\  ia'>  tluit  th(»\  ikumI,  ino^v  wiv  to  rojuo  to  t1u' 

.  rilv.  Anil  11  sinus  to  iiu'  that  tlu*  Federal  ( lovenmuMit  i>  \\ell  justilicil 
iji  piittiii^  forth  some.  siil)>i(l\  to  nuiko  it  possible  [or  ineatjmckin^^ 
plants  to  oi)er;l'te  in  area-  and  pro\  ide  jobs  for  peoj^ii*  tliiit  niav  at 
one  {\uw  ha\e  be4»n  in  the  meat  pr<>(Ui('m<!:  hii^iness,  and  now  call  he 
<'<)nie.fneaC  pnM'essT)r>.  Ami  this  is  tlie  purpose  of  the  le<i:islation.  1  am 
not  roanthor  at  this  point.  1  think  there  are  many  ^Jiin^^s  to  fte  d(»ne  to 
it  to  improve  it.  Hut  1  think  the  t;oncel)t  of  ^ett  in  of  some  industrial-tvpu 
eriMlit  into  rural  Amern  a  \>  one  that  is  \cry  drascieally^eeded.  And 
I  think  llu*  rSHA'^s  the  ;espon>ihil]ty  to^help  see  that  it  is  done.- 

1  want  to  make  one  otlier  p'nm.  Mr.  ('hairman,  if  I  may.  I  under- 
took  to  talk  to  Senator  Sparkman  a  moment  ap)  alniut  the  SBA 
loan^",  the  way  tluM  are  hamUed  in  the  rural  ar<\i>.  ]',iit  the  reason 
this  ha^  fomV.;to  iny  atteiitioif  is  that  during  the  reeeiyt  credit 
(Ti>i^  *il  (ame  <Mit  in  our  part  (d"  the  countr\  tluit  iheri  were  many  * 

^  amiii  V.  here  small  hank''^  were  way  uiiderhjaned,  (hey  liad  a  lar<;e. 
aimamt  of  money  in  the  hank-  that  they  eouldn't  loan  hx'ally,  for 
tiie  na>on  t^iat  many  rd"  r'n'  loan  a]>pll/'at ions  they  had  were  too 
hiijr  for  the  limits  that  (he  hankin<r  sy>tvm  imposed  on  the  rural 
hank-.  For  in-lame,  a  haiik-  )frr"\Mi;i\e  a  isiiii,i;()n  limit,  and  a  farmer 
nia\  come  in  and  \\v  ne*'d;-  to  horrow  srai^ooo^  ami  I  lie  l);ijdv  can't  make 
the*  loan.  And  m  many  in>tanci'>.  the  larger  bank>  ariMi't  interested  in 
loans  of  tliat  kind.  An<l  the  fjfirnu'r  is  turmul  down.  Vnd  the  local 
i>a;  iv'  tlu  ji 's  forced  to  t.d-e  t^i'  '  io'k  v  and  put  it  in  muuli-ipal  ImmuIs. 
or  perha[)S  ,-end  it^  on  t()  t  he  to  Ijt  reinye>te<l  there.  And  yet,  in 
my  opinion,  tlie  |>ri\j»t<'  hank  wTu^fmjji lie-  a  faruxu-*-  hank  a«'count 
may  he  in  a  l>etter  position  thnn  an\  one  el^'  know  ahout  the  merit  of 
the  loan.  In  many  cases,  tliey  wouldMike  to»make  tho'hmn. 

Now  ,  then,  doe-  li  e  1  )epartment  ha\ c  hny  1  hou^l^  of  tryin<^  to  make 
it  j>o>>ii.le  for  a  ''ooperat  i\  t»  pio^rram  hetweiMi  local  l)anl;s  and  some  of 
the  I  r^D.V  hMhlim^  a^rencies  and  I  am  particularly  thinkini;  <d  the 
^'11 A  and  PCX  tf)  bo  determiiUMl  so  that  local  eredit  can  he  hlended 
intothi-^ 

Mr.  ('xMi'iUM.  Senator^  lhat'  has  already  heen  done.  Secretary 
1  fardin^aunouUi  iMl  ;>  weeks  m*  a  month  a<ro,  that  hene^»foi'th.  Fjirm^'r- 
Home  Administration  and  local  hanlcs  rould  u^xrk  top'ther 'for  a  joint 
loam  So  this  i>  already  iii  effect. 

Senator  lU.ni  ^^()^'.  (*an  you  tell  me  how  that.  pfoLrr.Mn  operate:-,  or, 
<lo  you  liappcM)  to  know  { 

Mr.  ('vAU'HFr.L.  It  h;\s  ju>t  heen  aunouneiNl.  I  don't  know  if  the  hr-t 
loan  ha-  hi-en  w orki^d  f)m  lu'twcen  FHA  and  the  hank-,  hut  , the  hlfor 
mation  i-  a\ ailahle.  > 

SiMiator  Hi:ii  ^n>.N\  Now.  the  FII.V  has  ordinarily  iH'eii  orlen(e<l  to 
ward  j^uhsisteMce  u<;ricnlture.  They  Jia\  luTt  heen  a  hie  to  nuM't  the  n(*e(!«s. 
wo  will  >av.  of  a  cattle  feeder  who  may  jummI  a  conpU^  of  hundred 
tiiousand  dollars^  hut  hi-  hwal  hiink  won't  Iw  him  hnve  hut  i?-JOJM)o/ 
Is  there  any  way   " 

^fi'.  ('\MPiu;rx.  We  ha\i*  a>ked  that  theS(^  limits  he  nn^Ml  on  farn^ 
owner-hip  loans  for  Farmers  Ihvme  A(iministration  and  C'ontjress  can 
•    take  action  to  raisi^  this  fo  sioo»n()().       do  liavi^  a  mpiest  to  i'aire*t\e 
ojKTation  loans  from  s:>;.,tMM)  to  i^r)i).()00»  which  is  curri'iitly  hefore 
(<)n<rress.  I  understaiul  what  you  aiv  saying,  that  the  Fanner-  Home 

Er|c  188 


1S2 


Administration  policies  ju'o  to  makt'  loans  only  when  the  farnuM*^  can 
not  the  rivdit  soniewhcn'  elx*.  But,  now,  they  can  to  a  l)ank  and 
make  loans  w  hich  will  increase*  the  amonnt  that  iscnrritMl  in  the  local 
community  hy  the  bank.  KHA  has  de\  elo|>e(l  a  new  arratir^cunenl  w  ith 
l)i*i\ate  lenders  whereby  tlie  ])ri\ ate  lender  and  FIIA  make  joint  UrM\> 
to  fai'inei-s.  This  brin^^s  the  private  stv-tor  into  tln»  (Jo\(»n)ment  loini 
pi*o<rram  ajid  the  (lovermnent  in  turn  cooj)(»rateH  with  tlH»  prixate 
lender  in  hcloin^r  to  pn>\  ide  credit  to  farmers  in  th(»  connmmity.  Thi^ 
is  (Specially  lielpfnl  to  the  local  ]n\\\k  that  has  limitations  on  the  -.ize 
\  of  the  loans  it  can  make. 

I  made  a  li-day  tour  of  the  Texas  drou^dit  area,  and  stopped'  in 
times  in..l()  ditleivnt  connnuniti(»s.  And  bankei-s  were  in  the  audience. 
'I*he  Senator  mi^dit  Ix*  infenN^t(»d  to  know  that  the  l)ankei>i  showed  a 
irreat  deal  of  interest  in  thi^,  and  W(»re  fft\ orable  to  it. 

Senator  Hki.i.mon.  It  somids  to  me  lik(»  this  mi<ifht  be  an  nppn)ach. 
hut  Twill  not  ])ursu^  it  f(ii-tln»r  now  . 

Onh  very  ([uick  question.  Do  you  know  l^ow  many  o/lices  tlu^  CSDA 
oj)erat(s  iti  t  he  a\ cra^re  rural  count \  ? 

Mr.  ('A^irnKi.L.  I  think  there  are  about  20,000  offws  of  the  TSDA 
in  'the  :5,00<[  counties.  That  includes  exery  tyfX'  office  in  the  TSDA, 
many  of  Avhich  are  not  deal  in <r  \\  \t\\  farm(»rs.  T)wj-e  is  the  Food  and 
Nutrition'  Ser\  ic(»,  with  billion  worth  of  food  p^-o^rams  <roin^  on. 
We  )ui\'e  the  meat  and  ])oidtry  ins])ection,  and  We  have  tlie  Fon»st  Serv- 
ice. With  about  iiO,000  oHic(»s  in  the  TSDA  .scattered  throu^diont  the 
Tnited  States,  that  w  ould  be  an  a  vera*re  of  six  and  one  hal  f  per  etamty. 
Many  of  these  are  not  dealinir  Nvith  farmers. 

Semitor  Rkij.mox.  Would  it  be  safe  to  say  that  theiv  is  an  avera^^e  of 
fi\'e  ])er  county  dealing  with  a<rriculture  i 

Mr.  (  \\M  euKLi..  1  'nder  the  1  'S  DA   - 1  w<Wdd  say  four  to  fi\-e. 

.Senator  Bp.rL^roN.  In  most  counties  there  is  a  Farmers  Home  Ad- 
ministration Office,  a  Soil  .(  onservjition  Ser\  ice  l)ffice,  aii  AS(\S 
()flr,(>e-  

Mr.  ('.vSrrBKLL.  Some  of  these  programs  ha\V  two  or  three  counties 
to  an  oflice.  The  Farmers  Home  usually  does. 

Senator  Bki.j.mon.  Most  of  these  oHices  are  concerned  ^vith  one 
single  aspe<'t  of  a^ricultjire.  The  Farmers  Home  Administration  loans 
moiney.  The  Soil  ( 'onser\at ion  Service  builds  terraces,  and  i)oiids, 
and  that  sort  of  thing.  Hut  why  has  the  TSDA  never  coordinated  it.s 
efforts  toward  the  total  concept  ()f  rural  development? 

Mr.(  AMPBKi.L.  I  he  \  SDA,  I  think,  for  the  last  H  or  10  vea rs  has  be(*n 
talking  a  lot  about  rural  development.  I  beard  it  before  I  came  to 
AVashin^^rton  and  I  have  heard  a  lot  about  it  since.  There  has  bet^n 
UHich  conversation  and  much  effort.  It  is  a  really  tou^rh  job  to  get 
going  on.  Thiit  is  w  hy  this  coinmittee  is  having  tliene  liearings.  It  is 
something  that  can't  be  done  easily. 

Senator  Bki  --i^Mox.  I  "takt*  tliat  as  an  admission  that  sonn^thmg  n(M*ds 
to  be  done. 

Mr.  ("ami'HKm..  Tlnat  is  correct. 

Senator  Hi'mimikkv.  Seiiator  Aikeii  ? 

Senator  Aikkx.  Mr.  diainnan.  I  am  not  a  mcinber  of  vour  subcom- 
mittee*. I  am  a  cospon.sor  of  this  bill,  although  I  don't  expect  the  bill 
that  comes  out  of  the  connnittee  to  reseinble  too  closed v  the  biH  which 
was  introdticed.  I  do  think  that  it  is  high  tiine  thr*  i)eoi)le  of  this  conn- 
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trv'werc  mniiuleil  of  t\\v  fact  tliat  a^ri^  »dtuiT  is  not  a  minor  indimtry 
in'  this  countryytliat  we  are  not  dependent  for  onr  eeononiy  on  a  c  oui)h» 
of  4nilidred  International  and  luitional  giant  corporations  tliat  are 
hi^rhlv  iwominended  for  aeeens  to  thr  Federal  Tn'yiBnry  wlien  they 
need  It.  Hut  theiv  ijre  people  selling  the  uha  tlnit  agrieulture  ih  now 
a  minor  industry,  that  we  are  depemlAit  on  these  few  hig  corporations, 
and  that  has  to  he  countei-ncted.  If  a  full-fledged  rontroN  ei-sey  can  re- 
mind the  people  of  this  country  that  agriculture  is  still  impoi-tant  - 
and  it  is  tar  and  awav  the  most  iiiipoitant  industry  that  we  have  in 
tkis  country,  or  in  the  \vorld,  as  far  as  that  goes-  I  think  that  these 
heuriiigs  and  having  juriEdiction  oyer  the  bill  would  be  woithw  nlc. 

I  have,  no  idea  when  the  bill  wilfnnally  be  VepoKed;  I  think  there 
will  be  one  repoited,  maybe  not  this  year,  but  next  year  and  will 
have  a  great  many  changes  in  it.  But  it  is  necessary  that  we  do  soine- 
•tiiing  to. dispel  this  id(ia  that  agriculture  has  degenerated  into  a  minor 
imhistry,  and  we  might  just  as  wel!'^dei)end  uiM)n  our  food  than  on 
other  countries,  and,so  on  and  so  foith.  That  is  >vhy  I  am  glad  that  ^ 
the  bill  is  introduced  and  that  bearings  are  being  held. 
^  And,  now,  I  have  a  committee  n>eeting  of  my  own  on  the  fourth 
floor  relatin|r  to  settling  the  troubles' of  the  rest  of  the  world,  for- 


I  tiunk  the  authors  of  this  f)ill  and  the  administration  have  the 
same  (|J)j«*tive.  I  want  to  st^ite  firmly,  we  que^^tion  no  one's  motives 
whatso^ver. 

Senator  Aikkx.  And  the  program  is  going  to  have  Jots  and  lots 
of  tmuble  with  revenue  sharing.  I  think  there  has  got  to  be  revenue 
sharing  of  w>nie  kind.  But  you  are  going  to  have  even  nu)re  trouble 
with  the  riH)rganizati()n  plan.  And  what  is  the  use  of  putting  all  of 
ourefi'ort  into  something  that  isn't  going  to  ha[)i?ren  anyway^  I  believe 
in  reorganization  of  the  (i^vernment,  hut  I  believe  in  doing  it  step 
by  step.  I  don't  want  all  ei^Jit  coui^ses  of  the  banquet  to  be  dumped 
into  a  kettle  and  stirred  up,  and  then  to  eat  ()ut  t)f  thai  kettle  because 
there  is  something  in  there  that  maki>s  one  of  the  gui>sts  at  that  bancpiet 
sick  to  his  stomach.  And  that  is  about  whnt  is  h}ii)pening  when  you 
riM-oinmend  r(>organizing  every  litle  bit  of  Government  all  in  one 

batch.  »•  I  1 

>rr.  ('\Mi»HBij..  Senatoi*,  \my  I  say  that  the forn  blight  last  year 
almost  made  everybody  ji ware  that  agriculture  is  still  impoi-tant. 

Semitf)r  Aikkx*.  Yes.  I  kiu)w  theiv  are  too  many  ])eoi)le  who  believe 
our  welfare  depends  on  too  few  piH)ple. 

Senator  Hi  MeiruKY.  Tliank  yt)u,  Senat()r  Aiken.  Your  wonU  of 
wisdom  are  alwavs  very  welcome. 

Mr.  Secretary,  I  want  to  make  tme  or  two  observations.  First,  1 
want  to  say  to'  ymi  in  a  st)it  of  cooperaticm,  as  we  luivc  .said  here, 
we  are  taking  a  hard  look  at  the  objcH'tives  of  the  President  to  have 
special  revenue  sharing  for  niral  developrnent.  We  do  not  argue  with  ^ 
tho.se  objectives.  I  think  that  those  are  objectives  that  reasonable 
I)eople,  regardless  of  region,  partisan  or  philosophical  differences, 
can  agree  ^ipon.  And  we  ought  to  stait  with  those  objectives.  That  is 
exuctfy  what  we  tried  to  do  in  this  legislation. 


ERIC 


100 


Scroiully,  as  I  mi'uI  hcforc,  1  am  -niv  rliat  the  hill  that  we  have 
pn^sented  will  luivc  many  adju-tmoiw-.  '1  hU  why  wo  ium»(I  witH(SM»s. 
We  want  wUihsm»s  to  cxamuu'  tlii^  hill  in  dotaif.  1  haV(*  a^hiMj,  for 
<^xamj)le,  the  independent  hank(M->  to  take  n  ;rood  look  at  thi-  hill.  I 
am  \-envsen<iti\e  to  the  work  <if  the  line  ot  linanrial  inM  it  tit  ions. 

I  <lon't  know  what  we  wotild  do  uithotH  Uiem  in  iiiral  Ameii*-}!.  And 
we  want  nothing  that  iK^n)in^^  U\  impede  their  etl'oit  or  make  it  more 
tliflirult  for  them  tosiirvi\  e  and  to  prolir,  he<-;niM'  they  reallv  ;n'e  \  ital. 

So  we  know  we  are  ^roin^  to  do  -omethin^.  As  Senator  Aiken  has 
Slid,  we  are  ^roin^r  to  Inn-e  to  make  a  \erN  nnvfnl  analvsi.s  of  what  we 
Inne  lK«fore  ns,  and  then  hopefulU  improve  it.  And  I  an'i  <\iiv  that  tluM-e 
:»re  many  featnn»s  of  Senator  lVarMm\  ],il!  that  would  n>(|uire  the 
Nime  ivind  of  refinement. AVe  hope  tiiat  ue  .-an  hiend  thes**  measures 
together. 

Vow,  having  said  that,  mv  ap])ea]  to  the  admi'iistrarion  is  this, 
let's  g(»t  on  the  -nine  w  irk^-t  fiere,  ;  nd  Irf  1 1  \  ro  "nmc  up  w  uh  ^<  nie- 
rhiutr  that  will  help  tlie  people.  a  hi  'Mrti-an  hill,  thi<  i<n*t  a 

l  >emo.  late-  hill,  it  i>p>  .  puMeNM  !  jII.  .V a  nuaierof  fact,  ulien  a 
lelji  w  hroke.  if  doesn't  make  aiiv  di*Vt  rf.;i  "v'letl.  u'  lu  ha-  irot  a 
liepuhliesui  l)anker  <u*  a  Dem.x  rMi'  Ivij*'-'  '-.  iie  not  going  to  get  n 
loan.  >\nd  w  hen  you  go  around  rural  .VmeruM.  you  will  (ind  that  tl  i're 
are  Demorratie  area^  that  are  in  trouMe  aief  there*  aie  Ueiaihliean  " 
ireas  ?hat  are  m  ti-ouhh*.  So  ran  kno'-k  ofj'  this  parti-aii  nonsense. 
A-  I  -ait],  I  happ(»n  t(i  support  general  re\enue  sharing.  I  am  one  of 
tliosf  on  the  I )enu)erati{'  sule  (jf  the  ai-le  that  supports  it.  Some  of  us^ 
don't.  Aiul  I  don't  rare  wIiom*  nanu»  on  it-  a^  a  matttu*  of*  fact,  if 
tliey  <-ould  lind  M)uie  new  names  or  t dh's.  |  <  ould  go  foi*  Jt.  I  think  we 
!UM»d  it.  '  \ 

Hut  I  am  going  to  Ix*  frank  with  \ou.  I  think  Senator  Aiken  told 
vou  soiueihing  thi-  morning  that  oujrht  to  go  haek  to  tin*  nndn  oHieo. 
I'here  isn't  going  to  la*  any  geiuUMl  reorgani/aiion.  You  just  mark 
that  down,  that  isn't  going  to  happen.  J^ecause  I  ean  tJiink  of  Kardiv 
a  .Memher  that  1  ha\e  talk(»d  to  that  i^  about  ready  to  ahoiish  the  I  )e 
partmetit  of  Agriciilt un*.  I  do  thinivtl-e  l)<'pai'tment  of  Agri<Mdt un* 
Pee(K  to  :r<W  wit!  if.  nee  |<  to  ^^-f  U]>  l-i  di^te.  jf  i  )!d  ''a  ^'M»^^e(|.  ll 
ha^u'f  Ik  en  leor-gaiii/ed.  it  ha-n*t  doiiv^  what  Senator  Jiellmon  has 
a->ke<l  to  have  doiu».  .Vnd  it  i^n't  yoer  fault.  I  am  not  l)laminir  vou. 
This  has  heen  eharaeteristic  through  tlu*  tnne^,  vears,  through 
puhnenn  ami  Democratic  admini:&t rat  ion^.  Jiut  t^ie  Department  of 
Agriculture  at  l(»ast  can  heconu*  a  [)epartment  of  Agri(  ultui-e  and 
liUral  DevelopnuMit,  IxMamse  that  fnruHM'out  th(»re can't  survive  alone, 
and  tlu*  community  van't  ^nr\  i\(»  tilone.  'V\wy  iwv  one  and  ins(»paraWe. 

1  ha])pen  to  helieve  that  the  Hr.st  joh  is  )o  get  good  farm  income. 
And  we  are  a  long  ways  from  it.  I^otli  pai'ties*  hav(»  been  rather  negli^ 
gent  in  that  responsibility.  ' 

What  we^-need  (o  do  is  to  stait  to  reorganize  the  department  within 
the  department.  I  am  going  to  fight  to  the  eful  lo  prevent  the  nboli- 
.  ^  tiou  of  the  Department  of  Apricultun*.  IVe  don't  haVe  many  spokes- 
m(»n  1^1  tliis  *'oimtrv  foi'  agriculture.  I  iiuarantee  if  vou  were  in  a 
.  Ijearinir  ^>n  some  other  matters,  tlii":?  room  would  he  fill(»d'wit1i  tehn  ision 
cameras.  But  the  Anierican  people  don't  hear  about  tlie  plight  of  this 
num  out  in  lural  Afiu^rica,  tnat  farm  fannly.  that  little  (^ountrv  store, 
that  small  businQ.ssimui.  FTe  is  the  forgotten  man,  nuicb  more  fo*r<rotten 
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than  some  othci'  pcoph^  in  this  conntrv  that  think  tlu'v  arc  forgotten. 
And  wo  aro  ^oin;:  to  p't  thonj  rrniindod.  'J'hat  is  niy  joh.  I  am  f/oi n;r 
to  800  that  tho  Amoi-ican  ])oop]t»  aro  roniindod  nhout  what  is  |Qjoin;r  on 
in  rural  Aniorira  bocanso  nidoss  thoy  do,  wo  aron't  jrointr  to  nave  any 
Ana'rioa.  Tho^o  citi^*-  aro  ^:oin<:  to  ;:ot  woi-o,  nnd  ruin!  Aniori^'M  i-- 
going  to  he  in  nioro  t  lonhh* 

I  I'ojno  fo  >ou,  first,  with  air  ap|K»al.  lot^  tako  a  look  at  this  lo<:lshi 
tion,  oxaniino  it*  critioally.  And  wo  M*nnt  your  honest  o\ :'Jiiation-,  ho- 
oa\iso  yon  Inivo  ^ot  top-^rado  poo))h'  in  tho  I  V])artniont.  .My  a]ipoal  to 
thoni  i^,  look  at  it,  Ihtuuso  <omothin;r  i^  ;»'oin;r  to  oonio  out,  whollior 
yon  liko  it  or  not,  aduiini.^ratioii  or  no  adininistrat ion,  uo  are  troin^ 
to  ro))ort  sonio  kind  of  lo^ishition.  So  I  sn^^n^^t  wo  ^ot  an  tho ^^alno 
hand  wagon  mnd  try  to  work  out  soniothing  that  will  lio  satisfaotory. 

Now,  tho  faot  i<  and  I  ha\ o  boon  on  I  ho  ot hor  sido  of  t  ho  aishMlow  n 
on  Main  iStreet- -the  simple  truth  is,  whothor  you  have  ^ot  a  Doinoorat; 
in  ohar^o  of  tinit  Dopartniont  oi  a  Ho))nhlioan  in  chargo  of  thl--  (iov- 
ormnont,  tho  fart  is  that  rural  Aniorira  is  tho  last  aroa  to  »rot  anytlung 
that  tho  Govornniont  has  to  otfor  whon  it  oonio.s  to  devolopujont.  Jn  tho 
Housing  aiwl  r»*han  I )o\'olopiu(MH  Agonoy,  primarily  tho  l)ig  nionoy 
goes  to  tho  ^uy  that  oan  hollcM*  (ho  haidost,  ami  .sooms  to  havo  tiio  most 
griovons  indiotmont  against  t^ho  ( lorornmont .  With  all  (hto  iv.spoot  to 
a  LH-oat  nowsi)apor  liko  tho  \ow  York  Times,  it  will  toll  us  ovory  <lay 
what  is  going  on  in  Now  ^'ork,  hut  it  (htosn't  toll  mo  vory  lynoh  al)Out 
what  is  goiufr  on  in  Litohfiohl,  Minn.  I  my  own  Stnto  as  an  o.\am 
plo  and  1  thmk  I  havo  a  riirht  to  havo  thoso  ])ooplo  hoard.  And  uidoss 
tho  Dopartniont  of  A^M-icidtnro  is  thoir  oluunpion  — and  I  moan  a  roal 
champion,  not  jnst  for  poamits  and  whoat  and  soyhoan-  wo  aro  not 
going  to  got  anything.  And  that  is  wlmt  wo  aro  uj)  again'st.  ✓  • 

I  notice  that  yon  said  that  under  the  sporial  r^voniie  sliariiHT.  yon 
could  <lo  just  ahont  everything  we  are  ))ro])Osing  in  this  hill.  I  wsp(»('| 
fully  say,  Mr.  Secretary,  that  is  not  true.  You  (M)nld  do  a  good  deal" 
if  you  would  abolish  everything  yo\t  are  now  doing.  Hut  no  man  in 
liifi  right  mind  thinks  that  you  aro  golnp  to  abolish  tho  ACT.  -  ^ 

Afr.  ( '  \ MrnKi.i..  Hoor^ani/.ation  doosn  t  call  for  that. 

Senator  111  mimtiikv.  1  n»oan.  if  you  froo  up  all  that  mom-v    \ on 
say  that  you  can  take  that  nu)nc>  and  put  it  into  industrial  (h'Nrlop 
nuMit.  ^'ou  k'Uow  that  wasn't  gouig  to  happ-u. 

.Mr.  ('amimu't.t..  Ih-vcnuc  sharing  does  n()t  tjiko  the  Av^CS  i  ioucn 
and  put  it  in  there. 

*r'hc  CnAiJi.Mw.  Nor  the  AS(*P  money  tin  .V('P  ujmiu'n.  Th*  nn'ly 
money  that  is  h)eke<l  up  for  sure  i^  tho  Ivvtension  Sor\  ico.  .Vnd  hov/ 
nnich  of  thaj  i**  tlrt're.  what  is  tlu'  amomit.  otu  of  the  billion  d(»llMrs^ 

.Mr.  1  Iasohav.  S1:U)  million. 

Senator  IIiMcnurK  Sl^iO  inilliojL  11h'  rest  of  it  you  say  ^s  free 
morioy.  Hut  it  isn't  really  frvo.  . 
.Mr.  (V\Mi*nKi.!..  H»ki  not  ASCS. 

Senator  Hi  miu!i:kvv  I  moan  A(*l\  the  soil  paA  nU'Uts.  Vo.  ar<'  iiol 
going  to  ])ut  that  Mionoy\M)  for  grabs. 

Mr.  Camouki.i..  It  .would  be'u])  to  the  local  conuimnitN  to  decidtu 
Mr.  ( 'hairina!\.  as  to  whether  err  not  they  wanted  to  do  tint. 

Senator  Hi'Miuntiiv.  Do  \ou  really  thiidrthat  the  (io\-'M'no?'  of  ,a 
State  or  the  State  legislature  is  gding  to' free  tip  that  inone\  i  A\'c  can 


ERIC        .  19^ 


4 


writo  fiction, about  it,  httt  in  mil  lifo  do  you  think  this  is  goinjj:  to 
happen  f  '  ^ 

IIow  many  agenci(^s  do  you  aholisli  undor  tiiis  ro\>nuo  siiarin^r^  ^ 

ifr.  (\\MPBEU..  Tlu'iT  arc  no  a<ron('i^s  aboiisiiod  under  this,  Mr.  * 
<1iainnan,  nono  whatsoovc^i*.  Thorl'  art*^  no  a<ronvit's  abolisiiod  under 
the  rovoiuio  sharing.  . 

Senator  Humphrey.  That  is  -eorroet.  So  you  are  going  to  free  up 
very  iittic^inoile^'  for  wiiat^ve  call  rural  development. 

The  otber  tiling  is,  you  said  that  there  was  tiuit  $200  iniilion 
additional  inc^ey.  '  > 

A|r.  ('AMrpELL.'Just  under.  .  ^ 

Senator  TIumpurky.  My  ealeulation,  iiowever,  shows  tliat  as  related 
to  the  1972  appropriations  there  is  less  than  $50  million  of  new  money. 

^Ir.  CAMrBKU..  I  don't  kiiaw  where  you  got  tiie  figun^- — - 

Senator  IlyMriiREV,.!  tliink  if  yon  take  tiic'  appropriations  as  eom-* 
l)ared  to  wliat  the  budget  ree[uest  was  for  fiscal  1071,  tiiat  the  amount 
of  new  money  that  is  in  tiie  special  rural  'revenue  sliaphig  is  less  than 
$r>()  million.  '  ^ 

«    And  we'lfre  talking  about  special  revenue  sixaring., 

Mr.  IIaspray.  If  you  adU  to  tiie  $70  million  new  money  in  the 
1^-esident's  budget  the  $100  million  that  the  I*resident  tied  into  com- 
munity development,  and  you  get  up  to'about  $170  million.  It  is  ' 
l)iKlgeted,  but  it  is  not  the  rev  ^ 

Senator  ITi  mphrey.  I  would  lijve  to  talk  about  what  is  there.  I 
have  been  abound  (jovernmeiit  a  long  time,  and  we  are  long  on  i)rom- 
ises.  So  I  think  we  have  to  xiice  Up  with  what  we  are  dealing  with 
here,  ' . 

X(\w,  I  do  think  we  'heed  reorganization  in  the  Department.  And  I 
t|nnktliat  is  .what  many  oi  you  here  are  coiiceriied  about^and  *we  are  " 
ready  to  cooperate.  I  think  there  needs  to  be  a  great  deal  of  emphasis 
upon  rural  development,  and  any  way  we  can  tie  together  these  agen- 
cies— and  they  are  good  agencies — and  niake  them  work  a  little  bit 
better,  r  think  we  ought  to  do  it.  ,  ^ 

I  have*  some  ((uestions  here,  some  of  which  I  am  sure  yon  will  not 
be  able  to  res{)6nd  to,  Mr.  Secretary,  because  these  take  a  little  more 
time,  and  you  wefn't  given  any  advance  notice  of  thepi.  They  are  not 
trick-.cjue^tions,  hut  just  to  get  informaKi^on  for  us.  And  may  I  suggest 
that  we  will  send  you  a  copy  of  the  questions  to  the  Secretary's  office, 
and  we  Would  ap|)reciate  your  i-espondiirg  to  them. 

Mr.  Camphkll.  AYe  will  be  ghul  ,to  respond  tyo  any  questions  you 
Vend  down. 

Senator  ITrMPHRKY.^  The  first  one — and  there  are  one  or  t\YO  you 
can  answei-  very  ({uicklV — in  title  IX  of  the  Agricultural  Act,  we  have 
this  language,  that  Congivss  coTnmits  itself  to  a  sound  balance  as  be- 
tween I'ural  and  ui'ban  America,  and  the  Congcess  considers  that  bal-, 
-aiHT  so  essential  to  peace,  i)rosi)(M'ity,  and  the  welfare  of  all  our 
citizens,  ^Init  tlie  hiirhest  ])rioritv'inust  he  given  to  the  rehabilitation 
and  deveropmeut  of  rural  areas.  Do  y^ii  consider  that  binding  on  your 
decisions  and  actions? 

^Ir.  CA^rPBELT..  We  are  very  huppy  that  Congress  tooktliat  action. 

Senator  HrMPiiREY.  But  do  yon  con^^ider  it  binding,  that  the  highest 
priorities  must  be  placed. 
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Mr.  C'ami'UKi.i,.        we'do:  We  accopt  that. 

Sonator  IluMruuKY.  I  wi.sli.tliat  you  would  foci  fmt  to  amend  and 
oxtcnM  your  statcHicut  for  tho  printed  nvord,  bocatise  I  bolieve.that  we 
luWl  t(MindorStand  what  we-nuMUi  bv  the  hi<rhcst  prior^fties. 
(Tlie  >u[)pleni(Mitul  sttiteiifeiit  is  as  follows:) 

Tlie  Nixon  Administnitioa  has  Imm'u  committod  tr^  ninil  dcvt^lopim'nt  and  to 
hririKiHK  aiiont  u  hcttcr  l.aliUU'cd  i)<>i)ulfttion  j^rowtlv  nint'e  Its.vtM-y  (mtsct.  In  his 
fir^t  StHtt»-<)f-the-rnion  .Messai^^e  the  TrosidenL  stated  : 

"W'v  must  <*rcate  a  new  runil  environment  wliit  h  nniU  not  only  stem  tlie  ml^ra- 
ti(»n  to  urljan  <'ent^'rs  but  reverse  it.  If  we  seize  our  growth  a.s  a  chftlieiu^e,  we 
can  make  tl*e  lOTOs  an  lilstoric  i)eriod  wlien  l).v  eonseious  choice  we  trt^nsformed 
our  land  into  what  \ve  nartt  it  to  become." 

He  also  went  on  to  Hftv :  \  .  ^ 

"f  proixKc  thi^t  i)eJfore  tliese  prol>lems  i)eeoiHe  insolul)le,  tlie  Nation  develop  a 
national  «ro\vlh  policy.  Our  imrpose  will  be  to  l)ml  tJiose  jneans  by  wliich  Fed> 
eral.  State  and  local  provernments  can  inllu<^nce  the  eourse  of  ^irban  settlement 
and  ;:row  th  so  as" positively  to  affect  the  (puiUty  of  American  life." 

These  word.s  have  been^  followed  up  by  action.  (ionj;ri'Ss  should  a<'t  favorably 
HO(»u  on  the  legislative  poVposals,  H<»re  are  some  concrete  examples  of  the  high 
priority  th<'  Admiid.stratbai  has  plaeed  on  rural  developmeirt.  a 

T  1  )  T\w  President's  reorganization  proposal  will  for  the  first  time  consolidate 
in  one,  sp<»t— the  new  l)(»partment  of  (Vmununlty  Dev.elopment-  sulhcient^now- 
iiow.  resources,  and  authorities  to  accomplish  the  rural  development  >?oals  sought 
but  not  attained  previously. 

The  i*resident  has  prop.os(Ml  a.  major  new  proj;ram~-revenue  sharinj? — of 
whi<'li  rural  reVj^uie  .sharinjj:  a  l»illion  dollar  plus  program — is  specltically  aimed 
at  r«' vitalizing  rural  America. 

CI)  The  President's  proposed  Family  Assistafice  Program  is  a  nuijor  stepVor- 
wanl  t(t  wipe  out  poverty.  Kural  America  will  be  partlcularlj^  benefitted. 

«4f  Kdnding  of  t'SDA's  prhu-ipal  rural*  development  programs  in  FY  1072  is 
nu.re  than  four  times  the  FY  PJOl>  level  when  this  Administration  took  olhce 
«  **J,(i<i\OO(K()00  vs.  $r)7.').(UU).(K)0>.  " 

The  President's  prograrii  will  achieve  the  rural  revltalization  goals  that  the 
i'ou'gress  committed  itself  to  iu'Title  IX. 

Senator  IlFMi'imKV.  Can  you  pv(*  us  your  best  estimate  of  the  prob- 
-  able  cost  of  I'onstruetiou  of  tlie  luuiessary  rural  and  (H)innuuiity  faeiU- 
tii's  that  wo^ild  be  fi(H«essary  to  \vi\c\i  the  gpals  cx.[)'ressed  in  title  IX  ^ 
We  would  like  that.  < 

Ah*. Cami'UFXl.  We  will  provide*  that,  too. 
'*    SiUHitor  IlrMriiKKv.  Can  you  irive  'us  a  ^eiieraj  idea  o'f  the  i)rospee- 
tiv(^  asset  value  of  tlie  new  industrial  plants  and  otlu^r  con.stnwtioii  by 
l)rivale  tM'onouiie  enterprise  that  would  be  re(pured  to  nNU'h  the  Presi- 
d«'Ut*s  rtiral  eoiuinuuity  (h'velopiiuuit  ^^oals^ 

These  are  the  ty[)e  of  (juestions  that  we  want  to  fr^t  some  indepth 
analysis  on  from  your  Keoiunnie  Kes(*arch  Division. 

J>y  the  way,  1  think  vour  Eeoiu)mie  Reseda reh  Service  iu»eds  to  have 
more  funds  to  do  its  jol).  We  consi(hu*  it  an  asset  to  the  Con<':ress,  and^ 
I  am  sun*  to  tlie  count  r}'.  ^ 

\\\'  would  like  also  to  have  a  list  of  the  loa^  and  grant  projrrams 
administered  by  the  Department  for  rural  (hwelo[)ment,  for  private 
e<•onomi<^  enterprises,  and  the-iniral  residents.  We  need  to  gt't  a  full 
listing  of  that. 

And  we  w^iild  like  to  get  a  general  idea  of  the  amount  ul  dollars 
of  (*aeh  o¥  your  Department's  loan  and  grant  programs  thtfu  was  ex- 
pande(l  or  committed  in  some  recent  fiscal  year.  It  is  one  thing  as  to 
what  is  authorized  and  what  is  appropriated,  but  what  was  committed,, 
wlxat  was  expendedf" And  I  will  submit  other  questions  in  writing  on 
belialf  of  the  committee. 

63-582— 71— pt.  4  13  ^  ' 
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Mr.  Cami'hku..  All  n<rht,Hir.  j 
(The  infoniuitioii  is  as  follows :)    *  '  1  ^ 

t'un  nf;  thr  rural  ^vtrtoimiimt  nw,ponrnt  of  a  mttwnul  halanrr  t  7/0,^//^.  ;^ 

Manrr  hrttrrrn  rural  ami  urUau  Amrrlra.  Thr  Cnnun.,  ran.utrrJth  .lu^^' 
m  rH^rntuU  io  urarr.  promritiL  anO  u^.  lfarr  of  uWnur  ritizm.  that  thr  u  Xst 
mty  uni.t  hr  Vn'ruto  thr  rrMzat.ni  and  nrvrlo„t  af  rural  an..' 

ho  uou  ron.nirr  'Utlr  iX,nn4t  thr  i^rori.ioit  quotrd  ahnvr,  to  tn-  tnndhw  on  thr 
arttouH  una  ttrnsim.s  of  thr  Hj-rrutirr  Hntnrh*  ^ 
U«;Vmr''  f'"'-^  <iuostion  has  \m^n  pla<rd  hs  nn  Ext.Misioa  to 

7^-//rM''v^S-^'''''l'r  ^^'^"/'^f^  n'rrtution  of  thr  vu.HUifr  (  havr  }UHt  ^uotrd  from 
for  thr  rrront;  tm  u'r  uouhl  ut^^rmntr  huvhuj  your  rxllrrs.ion  at  this 

lutllvr''  tJnsii,u..tl<>n  hns  hern  phu-rd  as  an  Extonsion  lo'tl.e 

tuHrfT  r-^timutr  of  thi  i,rof>uhlr  ro.st'of  run^trur^ 

t  on  of  thr  nfr^Murf,  ruru(  ronnn  unity  farilitir.s  thut  u'ilf  fn  nrrrnHaru  to  n^arh 
.  ;  >:r  '  '  77-'''';'/^  '  V.  11  r  would  tiK-r  your  r,n,n  MMion  nou',  iuhjrrt  of 
<oufHr  to  whaticu'  fu^Jhrr  rrfinrmmt  and  r^tmsion  you  n  ould  lih'r  to  nuihi  4ov 
thv  )>r\ntid  n  nndof  th\H  hrunmi.  ,  v 

Answor.  \Vr  <ln  rint  have  an  os|iniat,»  of  du'  i,r<,l,al>lr  cost  of  const nh-tlon  of 
riic  necessary  runil  con.rnnnUy  facilities  that  will  *.e  ncvessarv  to  meet  4he  LMmls^ 
expressed  hy 'J  it  le  L\.  *         •  ^ 

Qurntjon  J  i'an  you  fjirr  n^  a  r/mt  ruf  idro  of  thr  )troH}wrtWr  annrt  rulur  of  m  w 
inffuMtnaf  i,lunt.%  umi  othrr  nmntrurtion  t,y  yrirutr  rromnnir  rnti  rurisr  Irould 
f,r  rnjun-rd  to  rrurh  thr  I'rr.stdi  nt'H  rural  ronununilu  drn  lofwirnt  uoah*  usi 
f(rl  fnr  to  anu  nd  unfht.vtmd  your  rr/ttu  for  th(  ffrinird  nrord  ' 

Answer  In  keeping  with  tlie  i'residenfs  emphasis  on  retnrninK'decisionmakni;^ 
powers  to  State  and  Im-.il  governments,  no  vpe<-Tlic  rural  con.nnmitv  developnu^ni 
j,'Oals  have  heen  set  nt  the  natioinil  U'vel.  This  responsihilit v  will  rest  with  t/fV,se 
<!u.arf'r  the  point  of  im[»Iementation.  Still/a  central  theme  of  these  devehnwl.ent 
ellorN  Will  he  to  provide  ample  employment  opportunities  ff)r  all  those  wJio  now 
live  in  rural  areas.  If  we  assume,  for  eAample.  (h'velopment  K^nls  of  n  )  Vntirelv 
stoppinu  net  nutmiuratiori  Jrom  nomnet n^poli tan  areas  and  {'2)  closing,  pv  Imlf 
^the  j^aif  hetwelMi  hihor  fon-e  parti<-ipati<ui  rates  of  metro|)olitan  and  uokiniSfro- 
pohtan  popiihitions  dnrinj^  the  coming  decade,  then  ahout  :{  million  achliliruial 
johs  would  he  re^jnired  ni  nr>nnietro  juvas  liy  V.m.  The  asset  value  of  additions 
ot  new  phmts  and  renaMlelinu  of  evi^in^  plants  and  other  const rn<¥tion  hv  private 
enterprise  to  ac<'ompany  this  acceleration  nu'Jisnred  in  H)70  dolla A  could  appr-^x- 
inaite  .Slli.l  hillion  dnrinu  the  1!)70  decade,  or  ahrint  !)illion  i)er  year 

Qur.Hli(„r      Onr  sourrr  of  futurr  rronomir  yrowth  in  rural    \m'rriru  is   of  ^ 
rourxr,  the  antount  of  funds  from  rurnnt  inromti  hrino  omrratrd  in  rural 
Inu  rirajfiat  ts  urailuhlr  for  anriuys  und  inn  stmt  t^.  ('an  uou  qiw  uft  a  f/r^rral 
idiU  of  irlifd  thr  total  umtnnit  of  ^surh  funds  wif/ht  hr  for  a  rr'rrnt  yrurf 

Answer,  (iiven  the  paucity  of  inffn^aition  on  capital  dows  that  is  avallahle  on 
i\  rural  urhJin  hreait.  this  (piestion  alTl  the  two  that  follow  calf  only  he  roughly 
estimated.  F<>r  the  pnrimse  of  making  such  an  estimate,  we  have  assumed  that  all 
<'ompouents  of  the  national  income  ac<-oniits  are  di^triiaited  hetween  metropolifan 
and  nonmetrop(»litan  areas  in  the  same  propf)rt ion  as  personal  income  (7<)''Mi 
On  tliishasis.  personal  savings  inWonuietro  areas  would  liaye  equaled  $1. '5  0  hilTion 
1  in  1070.        ^  »  '     ■  ^ 

Tf)  estimate  the  amount  of  re'tained  husiiiess  oarninus  in  nonnietro  areas  ayail- 
ahle  for  investment,  one  must  make  further  assnmi)tions  alumt  the  nel  movement 
of  KfMxls  and  services  hetwetui  metro  and  nonnietro  an^as.  ()/  the  hasis  of  a  "loca- 
tion coefficient  analysis"' 'of  major  [iroditct  components  t e.fi:/aKrienItnre.  eonstruc- 
lijai.  durahle  and  nondnrahle  mamifacturinj;  and  services)^it  was  estimated  that 
17  percent  of  the  nonnietro  r>r*)duct  wa,^  ■■(»xp(u-ted*'  to  metro  areas  while  10 
percent  of  the  iiiucli  larjjer  metro  product  was  "exi)orted*'  to  noninetro  areas 
Further,  assuming  that  all  components  fif  the  product  accounts  are  distrihuted 
hetween  n/etro  and  nonmefro  areas  on  the  s.'ime  70:24  hasi5?  used  ahove.  onf^  is 
led  to  the  conrinsion  that  n^^etro  areas  prohahly  experienced  a  not  '  trade'' 
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(lertcit  ^vith  iiH'tro  iwvuh.  Tin.  niaunit mlc  of  (lcH<-if  was  i-dUulHy  <'stjinnt(Ml  iii 
l»nnon  for  15)70.  In  oIIkm*  uords.  IIm*  aiinlv^.i^  ^ti^^C'sts  thai  tlii^  rxclianuc  rcMilts 
ill  a  lU'l  Mow  of  uoodsaiul  scrxiiM".  into  iionjuctro  aroa^  \  Jiicli  ih\ist  iu  inni  im'suH 
»iii  a  How  of  capital  froui  noniiaHro  t*)  mciro  arca^  lo  \m\  for  tlif  (N'licit.  Hotainud 
ImsiiM'ss  parninus.  wliicii  wvrv  iinplUMi  tl^Mlia  i  i\  clx  from  tlic  aliovc  assnriiijf  i.ais 
ami  rii«*  uross  national  in(M)na'  account in«  id^  ^tU\'  woyM  s(H'Iii  in  Im-  small  if  not 
nouativc.  TIh'  {^stinjalc  for  \UH)  usin^  naiiwrnil  in'oiic  acionntinu  data  was 
.<2.4^1)illjon. 

QucHtum  f/^On  tin  hUMis  ftf  uaiir  (ft  nn  ni  I.  mnt  h  (h/t  (tud  n  hatt  a  r  <hfht  i/ftt(  huni 
•fnUifu  (tj 

Aim  rit'it  xtufftt  thru  pn'  i  *  itn  (  ntnu  nt  f 


huvi\  \rhat      rv(  }it4ni£  ttj  tin  ,sa  i  ttu/.s  ^ntnl  ftn't  st  tmul  pinftM  (hmrutnl  in  ituot 


Answor.  Appb'inu  tlic  same  a^snmptMms  us<m|  in  aiiswi-rinu  tho  preceding  <incs- 
tloii.  nonmct ropolitan  invcstuM'n!  was  an  cslitiialcd  ."i  Ijillion  in  li>T()  (lixcu 
nonnu'tro  jM-rsonal  sa\  in;:'^  nf  almid  SI.H  i)illi«)n  anci  lit  lie  if  an\  retained  <'arnin'^s, 
soinetliinUflcss  than  lialf  t)f  the  lot.'il  invcVtincnt  in  ijri\alc  jdant,  ccinipnu'nt.  ami 
other  construction  in  nonnteMopolitan  Ameri<a  is  Jmlued  to  liave  itf  ori^iii  in 
capital  ucMMinmlated  there.  These  tr;tnsfers  from  m«iropolitan  area>^  i)y  both  the 
public  and  i)ri\ate  sector^  will  likely  lontinue  ti»  represent  an  iniporiant  sniiiMe 
of  financing  for  job  creation  in  nonmei  ropoliian  area^  dnrtnu  Nn-  condn;:  (bM  .td<», 
Tlkaiuli  s(,nie  frorti'on  of  rnral'  >.a\ in^<><-}unlonble<lly  How  into  m*etropnliian 
invcstiniMits.  w(;  lm\e  been  nnabh»  to  asceriain  ihe  size  of  this  t\o\\  from  aAailalile 
Information        ^  '  o 

TheaHadied  tables  [)rovide  a  general  iutlical  ion  t)f  1  iie  anionnl  of  >a\ inu^  h<  Id 
in  uonmetro  banks  and  saxin^s  an<l  loan  instimti<ms  at  ^l\eir  points  in  lj|me. 

•  DtMArU)  AND  TIME  DfPOSJTo  IN     GROUPS  OF  RllRAl  BANKS,  DEC.  31.  196^  70 
jln  fnillion  ol  ilnD^fsl 

"^ 

S  -  »  IT 

,  Oern^nd  ijfp.rrft'  Time  deposits 


Oec.31 


196b 

1966 

1967 

1968  ' 

1969 

1970 


M'^Tibof  banks 

Membfi  b,inks 

with  h«ad 

W;th  head 

offices  in 

□ftices  m 

pJdces  under 

Selected 

places  under 

SfI'vJed 

Ib.OOO  popu 

dvnfultijf^l 

Ib.OGQ  popu- 

di'M'u tural 

lation 

cou;ities 

lation 

U'U'ltlJ»S 

1^1,  i7n 

4.  3?7 

lb,  257 

4  i:7 

1^  389- 

4.  43') 

16,986 

4  886 

1«  3M 

4,  7>? 

19,  333 

S46 

u  bn 

?\.  786 

h,  v-y) 

J8,  416 

...  J  7 A? 

?3,  594 

,      h  998 

20.  4t)8 

^.  A2S 

27.874 

Source:  Computed  from  FDIC  data. 
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[In  tT  1  i.  mS  of  dollars) 


SM^A's 


Above 

Below 

Total 

?M;,noo 

250,000 

Oulside 

population 

populalion 

SMSA's 

114,  163 

81.  413 

10.  650 

?:  100 

124,  686 

90  03  b 

11,552 

?2  999 

131  661 

94,  869 

12,197 

^4  b9b 

 ...  .    ;  ..  .. 

1986 
1967 

1988  . 
Source;  Computed  from  Federal  Heme  Loan  Bank  Board  data  published  m  Statistical  Abstract. 

Qucxthifi  7.  ('nil  f/ou  (fir*  sunir  idea  af  tin  tfftal  tummttt  of  snrinux  ami  in- 
rrHtNKut  fuHflx  (/(ttcratftl  in  uonruml  on  dM  that  jhnVH  inht  rural  inn  xttti'  ntn 
rarh  i/carf  Plra^t  frt  i  frr<  ta  <j-trml  (tiitf  itinrml  i/hur  Mtat<  mcnt  -for  thr  itrtnt<d 

Answer.  Ftinds  generated  in  m(»tropolitan  jireas  that  llow  into  rnrjil  invest- 
ments eacli  year  are  associated  with  llu»  excess  of  imports  to*  rural  America 
over  exports  to  metropolitan  places.  As  stated  above.  Hows  of  this  kind,  both 
pnldie  and  private,  constiltite  an  important^sour^'e  of  funds  for  ruraPinvest- 
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meiit  in  plant  aud  facili(ios,_  but  Jve  lucl^^^uii  udoquate  basis  for  estimating:  tho 
,         amountH  Itivoivod  with  any  degr(»e  of  precision.  It  would  upiwar  that  rou«hly  a 
'  'iufi  fourth  of  the  iKjrsonal  savings  and  retained  buHiness  earnings  in  luetropolitan 

.areas  lindH  its  way  into  rural  investments. 

Thus,  a  sizable  amount  of  suvin^M  and  investment  fi)nds  generated  in  nonrural 
.  an-as  is  aceouuted  f(/r  hy  net  Uows  into  rurai  investments  each  year.  Gross  Uows 
in  fr»ach  direction  are  prolmbly  hirt;e,  yet  the  net  would,  seem  to  be  fnmi  metro- 
politan to  rural.  Pa?t  of  this  net  is^ecounted  for  hy  casli  Hows  and  part  by 
aecjuired  ownership  hy  melroimlitan  Residents  of  rural  property,  plant  and  «quip-  * 
ment.  OwnerslHp  nmy  he  in  terms  of  elaimfl  against  asset^  through  loana  by 
oenlnil  cUy  hnunciai  institutions  to  rural  firms  and  households.  For  example, 
assets  of  the  farming  s^'ctor  rose  to  $311  hilli<m  In  11)70  from  hilliotts^ln 
V.n\\).  Of  this  piin,  $75  hi]li(ui  wasv^rom  proprietors'  iKpiities  and  !)il]ion  was 
'  through^  increased  liahiUtiv.^,.  The  proprietors'  equities  fell  during,  this  period 
to  SI  p<  rcent  from  HH  percent. 

Qu<.stion  S.^  Do  ycni  haw  with  Uf*u  a  cfmv<mirnt  Uat  of  the  loan  and  grant 
projnnns  admini^tcnd  hy  j/otiji  Dipnrtmvnt  {Af/cncu}  ffyr  whU^h  rural  f/overn- 
meniH,  rural  private  rronomic^ntrrprima,  «^  I  rurri  rrnidenlH  are  vUffiblrf  We 
ifhfudd  appreHate  having  ihv  ci/mplcia  li^t  u  u  a  hrivf  dVtnrJpti<rfi  of  earh  for 
the  rvroril  of  thin  hearing.         '  '  V ' 

Answer.  Yes,  sir,  we  have  such  n  Hat  and  will  provide  it  for  the  uncord. 

I  The  inf/)rmation  follows:) 

-i'.^.  Dki'artmknt       Aokk  I  r.-n^RR 

^     rOAX  AND  (UlANT  I'ROURAMS  IX  111  HAL  AURAS 

Farmers  Home  Adminiairation 

('*fmpn  hrnsivr  \cHt<  r  and  Hi  wrr  planning  grants  are  made  to  provide  technical 
and  professional  ser*vices,  test  wells, , and  soil  and  water  investigations.  (Jrants 
'  may  he  made  to  ptd)lic  bodies,  [)olitical  s'ldxlivisions  and  local  plantdug  com- 
missions. Plans  must  he  limited  to  a  ruriil  area  and  may  not  include  towns  or 
villajjes  In  excess  of  .l,r)(U)  population,* 

Ewi  rgvnr\f  loana  are  made  for  op<'rating  and  living  expenses,  rei)laceflu»nt  of 
equipment  and  livestorlc,  and  real  estate  repairs.  Kmergencj'  loans  are  made  in 
counties  designated  hy  the  Secretary  of  Agriculture  as  disaster  areas  and  in  other 
nnde^^ignated  areas  wherp  only  a  small  number  of  loans  wfll  he  made.  Kstablished 
farmers  nnd  ranchers  who  have  suffered  proi>erty  damage  or  (*rop  loss  due  to  a 
nattiral  disaster  are  eligible  for  loan.s. 

Farm  labor  housing  and  grants  may  he  made  to  farmers,  nonprofit  organixa- 
ti<»i>.  nnd  public  bodies  and  loans  to  political  subdivisions  and  nonprofit  organi- 
xations,  q^'hese  loans  nnd  grants  amy  be  used  to  build,  repair  or  p\irchase 
aderpiate  farm  labor  hrnising.  ac(iuiring  and  improving  land  for  such  housing, 
nnd  developing  related  facilities  stu'h  as  central  cooking  nnd  dining  nreas. 

Farm  op(^ating  loans  nrv  made  to  i)ersons  of  farm  backgrouml  for  tfie  puri)08e  , 
of  li\('stVK-k  and  farm  equipnient  and  for  living  and  farm  oi)erating  expenses. 

Farm  oirneraliip  foatts  are  nwule  to  fnriners  and  rnnchers  to  en n hie  them  to 
huy,  enlarge  nnd  improve  family  slz(^  farms  nnd  develop  n(ui-fnrm  enteri)ri«es. 

(t razing  assnriation  loann  nre  made  to  associations  of  family  farmers  nnd 
raufbers  for  the  ptirchase  and  development  of  grnzing  land  for  the  use  of 
association  members. 

frrioation,  drainage  and  other  soil  and  vater  conservation  loans  nre  mnde 
to  public  and  q!msi-iad)lic  b(Mlies  nnd  corporntlons  not  opernted  for  profit  which  ^ 
Vill  serve  residerits  of  rnrnl  areas  which  mny  incUide  towns  and  villnges  up  to 
o.ritlO  papain tion.  T.onns  may  Im'  used  for  irrigation,  drainnge  and  other  soil 
conservation  uieastires. 

Loiv  to  moffrratv  income  housing  loans  nre  mnde -to  V.S.  citizens  who  nre  or 
will  become  niriil  residents.  Loans  mny  be  used  to  build  or  repnir  n>^flest  homes  ^ 
and  to  provide  water  and  sewer  facilities  for  the  fnmily.  Interest  ci^dits  may 
be  n Mowed  which  MU  reduce  the  interest  rate  to  as  low  ns  1  percent 

Jx*ural  housing  site  loanf  nre  made  to  nonprofit  organizations  for  the^I)urchase 
and  development  of  ndequate  rural  housfng  sites  for  Inter  snle  to  low  nnd 
moderate  income  families,  coo|>eratives,  and  nonprofit  applicnnts. 
^  Recreation  faeUitU'S  loans  are  mnde  to  residents  with  n  hnckground  in  n^cren- 
tional  enterprises.  Lonns  mny'be  used  to 'devplop  land  and  water  resources, 
repair  nnd  construct  buildings,  purchase  land  nnd  recreation  Items,  and  to  pay 
operating  expenses, 
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IteiTourve  conservation  and  development  loam  are  made  to  public  a^em'io& 
and  loeul  u<>u|)r(>ttt  corpoxutlons  In  desl^^nted  licenH.  Lonns  i^uy  be  used  to  lustull 
or  Improve  outdoor  oriented 4'ei  reutlon  fucllltie'H,  and  m)li  /ind  water  conKervation 
faclUties.  -  '  ,  - 

Rural  r%ntal  houttiny  loan^  nre  made  to  lndi,vl(iu«lH,  coiJiwrutivej^  nud  ilonproHt 
organisations.  l^)auH  can  be  Uhod  to  build,  buy,  Improve  or  repair  rei^tal  lioUNln^j. 
LounH  may  aUo  be  used  to  provide  njcreati^j^al  and  service  fatllitiea  for  the 
iVutal  Uuu«lng.  "  - 

}Soil  and  water  loann  are  made  to  eligible  a]>pU('auts  for  basic  iaml  practices 
such  uu  leveling,  Hmiuj?,  fertilizing^,  uiid  for  irrigation  .facilities^ 

Very  V^U^-income  houijiny  rvpair  loana  are  made  to  rural  residents  to  enable 
these  rcHidei^ts  to  maUe  tlieir  homen  ^fe  and  Ha  nit  a  ry. 

Water  and  waote  diupoftal  isynttnm  Joans  and  f;rnntH  are  made  to  public  or 
quaHi-public  i>o(li(jn  and  nonprofit  corporations  which  \\M11  scr\e  resU|ents  of 
rnriil  areas,  including  towns  and  villages  of  not  over  5,500  po|)ulation. 'I^nns 
and  gruntsiare  made  for  the  Installation,  Improvement,  repair  and  espansiOTt  of 
rural  water  and  K4*wer  systenis. 

Watiriihrd  prntriHi(/t\,  and  flood  prevention  loans  are  made  to  local  orgaulzn- 
Ulma  sncli  as  municipal  corijorations  and  soli  and  water  conservation  districts. 
Loans  may  be  used  to  Install,  rei)alr  and  improve  irrigation  an^J  dralniige 
faciliti<'s,  to  provide  land  treatment  and  other  flood  control  measures  and  provide 
water  storjige  for  re<Teation,  i)ollution  abn^i^iient  and  stream  fltiw  regulation. 

Rural  Mvlf-hi  lp  houoiny  teehnical  anai^tav^-c  gnuAs  are  made  to  |)oliti<*al  'sub- 
divisions and  nonprofit  cori>orntions.  (Jrants  may  beMised  to  lure  personnel  to 
provide  teclinlcal  Jissistance  for  self-help  housing,  to  pay  administrative  und 
office  exi^enses,  to  nnUce  power  tools  available,  and  to  pay  for  trninlUg  self -hell) 
htmsitig  groni)  nienibers. 

-  Indian  tribt  fi  and  tribal  corpora t ion  loans  are  ma<le  to  Indian  tribes  recogni/ed 
by  the  Secretary  of  the  Interior.  Loans  may  be  used  to  acquire  land  for  lease  to 
tHl>al  members  or  for  recreational,  graxlng,  or  commercial  use. 

Rural  Kleotn/Uation  Administration         ^  ^ 

KUvtrir  lininit  are  made  to  (luallfled  (frganiziUions  for  the  i)Urposc  of  Nni)plyiiig 
central  station  electric  ser\  ice  on  a  continuing  basis  in  rural  areas.  lOlectric 
loans  are  nia<l<'  to  rural  electric  cooperatives,  pul)lic  utility  districts,  ])Ower 
companies,  numiclpaiities  and  other  qualified  power  suppliers.  A  small  number 
of  loans  are  also  made  for  wiring  of  premises,  phnnbing  and  electrical  e(pnpmcnt 
and  appliances.  These  loans  are  made  to  KEA  borrowers  for.relending  to  individ- 
ual consumers  on  their  lines. 

TfU'phow  lonnn  are  made  for  the  construction,  oi)eration,  expansion,  im- 
provement and  acquisition  of  telei)hone  lines  and  facilities  to  jjrovide  modern, 
dependable  telei)hone  service  in  rural  areas.  This  Service  is  to  be  extended  to  both 
farm  and  rurijl  nonfann  residents,  on  an  area  coverage  basis,  under  rates  and 
colidltions  tlmt  permit  full  and  productive  use  of  these  utility  services.  Fligibility 
for  telei>hone  loans  extends  to  tclei)ii(>iie  ci)mpauies  anci  cooperatives,  as  well 
as  to  nonprofit,  limited  dividend,  and  mutpal 'associations,  lieirlnning  in  (l^c.il 
year  1^7:^,  the  Ilural  Telephone  Hank  (authoriz(Ml  l>y  P.L.  02-12,  ai>i^roved  May 
7.  1071  )  will-pr(»vide  loan  funds  to  sui)plement  the  regular  UKA  telephone  loan 
program. 

^AifrU'uHurol  i-itnh\H:^i\(m  and  Confim'ntion  i^cri'icc  '.  -  . 

Commod\t)i  loan  ft  and  plirrhonrft^.  Price  sui)i)ort  loans  are  /Vt\ailable  to  farmers 
to  lrui)rove  and  stabilize  farm  income,  to  assist  in  bringing  about  n  betW'r  i>alan<e 
between  supi)!fr  and  demand  of  the  conunoilifles,  and  to  assist  farmers  \ji  <%'dt*^ly 
marl<eting  of  tnelr  crops.  ^ 

rrlce^sui)i)ort  loans  to  producers  are  '•nonrecourse."  Producers  are  not  obli-. 
gated  to  nmke  good  any  decline  in  the  market  i)ric(*  of»  tlie  c(ninnodity  they  have 
put  up  as  collateral.  If  niarket  prices  rise  above-  sin)i>ort,  j)roducers  can  pay  ofT 
their  loan  and  market  their  connnodity.  Tf  market  T>rice^  fail  to  rise  above  ^up- 
port  pri^'es.  produce^rs  can  pay  off  the  loan  through  forfeiture  of  coljatcral.  If 
,  the  cftTnmodlty  Is  stored  on  the  faiyu  the  farmer  is  resiv)nslbll^  for  maintaining 
the'ccMulition  of  the  connuodlty 

Eligible  commodities  are-Jeed  grainq  and  feed  grain  products,  wheat-and  vlieat 
products,  rice,  rye,  blended  food  product^,  dry  edible  beans,  castor  beans  and 
oil.  flaxseed,  soybeans  and  soybean  products,  honey,  upland  cotton,  extrn-long 
staple  cotton,  cotton  products,  dairy  prf>ducts,  peanuts,  timg  nuts  and  oil.  vcge- 
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.v/w-,,/,.  farililux  and  ,,jii,t»i,nU  l,m>,x.  Tli/.  ..lil.vUv..  of  tliis  i.nn'nim  U  I.. 
'■■;"'l.l.-M,,-nt,thv  „n....  si.piM.r.  ...mmmmmIH.v  loan  imin  h    pr  vi  ^ 

tlij  )i,p,Si-ii,„Tt.v1(.iM)r(l,.rl.viiiiii»ki.tiii«(.ftlH'ircr()|)s,  '  uuiimi>4 


I  Mc  loims  iii-c  used  f,  liiiMiicc  llic  |)iircliiis  '  stomn,.  sh-rf.  tui-cs  ,111,1  ilfviiiLr 

x.n  low,.,-  S.....1  n,.,.,  .Ir.v  ,mI        l„.,.„s.  (I.xm...,1  m.,.1  p,..Muts;   '  '  '^"•^  """"^ 

'II'  I'.v.'.l  Koil   vvut.T,  uoo.llnml.  mm.I  u  il.llil,.  roMscrvniioM  pnu-lir,..  ii m   J'r - 
<•"•  "■..-,•,.. ,t...l  w„t...-,  Mir.  nn.l  I.AmI  po|l„,io„  „l,„t.MM,A,t  pni'ti-.'s  ' 

111,.  pollMtio.i  iilml(.m..i,l\iMl  ,-„n«..rv.Ulon  pi-,i,|[.-,.M  mmisI  I„.  pcrfoririod  satls- 
luer^  u  .U.i.li-Ml,!^.  sp,...i,i..„,io,is.  TlM.\,,oii„  o 

Jiieiit  .111.1  u  l.llil,.  .•oiiM.i-viilioii  |,ni,-li.-..s  iiiust  iilso  .■oiisi.rvc  soil  or  UMt..i:  I'ro 

MM.1II...I  ultli  .-ost-sluir,.  MH«ist,-in.-,..  Til,,  .■osi  sliar,.  assisliui,-,.  .lo,.s  m.t  ai.tilv^^ 
Jt  11...  priiiiar.v  pin-pos,.  i>  U.  hriii^  now  laii-l  Into  proiliu-t ion  ^     "  . 

f-nmI-7„l'''y.V7''''7''nm  ''■MhU'  fa riiMTs  to  ..ontrol  uiii.l  ..rosloii  0,1 

nan;r;u':s;r;vl;;;'r;":'*^  p,.oi„..i^i;  ..,...a,.,.M,, . 

^-  '  f  not  ri'(N[t<'(l  w  ill  Inipjiir  (M- riKiafi^'cr  tlH' land  : 

1*.  Arat<M'iall.v  Jifl'rrt  t  lie  prcKlnct i  vim  ai^acit  v  of  tlio  lund  ■ 

:i.  _lt<>prcscut  (lauiauo  uiiicii  is  nniisiial  in'  rlianirtcM-  aiid.  M-\ivpt  for  w  ind 
.•msH,n  IS  not  tla.  t.vpo  w  hiH,  would  rr^mr  fmpuMdl.v  inMlu-  snnir  uroa  ;  and 

K  Will  ho  so  rostl.v  to  .rf'Iiahilitntr  that  K(Mlrral  assistanr<'  is  or  will  bo 
rcnuirod  to  rctnrn  thv  land  to  pj-odiK  t  i\ <*  aL'riruUural  usiv  - 

^  (Ihut  J*hn,ix  ron^rrratio,,  m^ffnun  assists  fanu^-rs.  rancln-rs.  an(]  others  to 
install  conMM-vation  plans  for  win.le  operating  nnits  through  a  projrrani  ofW 
srhoduled  tychmcal'  assistaiur  and  lonu-trnn  contraHnal  vi.A  sharing  that  wll" 
bnn;;  iMipr./vrd  sjahiltt.v  to  the  Croat  Plains  an^a  h.v  ronvertinu  lands  unnuitod 
Tor  rroppint;  to  oth(>r  nses  and  arro^t  (h-torioration  of  crop  and  v^viv/Awa  lands 

(  ost  share  funds  art'  available  onl.v/or  endnrinu  soil  and  water  (-onsorvati'on 
measures  det^TMiined  t.)  be  nt'eded  to  protect  and  stal)ilize  n  farm  or  ranr»i  urdt 

'  aicainsr  clnnatic  and  erosion  Ifa'/ards  of  tbo  (Jn-at  Plains  area,  and  applied  in 
accordance  \vitli  a  constM'vation  plan  for  t  lu'  onlirc  oi)eratin^r  unit.  Cost  sharinK 
to  partu-ipants  ran^-cs  for  sptM'ified  conKervation  t)rartic<N  from  So  perc^Mit  of  tho 
cost:  u\  tlu'  case  of  work  most  urgently  iwi\m.  \u  TA)  iw-nvnt.  for  practices  wlicre 
the  need  is  less  nri:(»nt.      •  ^ 

Rf.^ourrf'  r^,n.^rrrf,fifw  utuf  flrrrfoinnrni  prof/rffin  assists  local  people  to  initiate 
fuai  sponsor  programs  for -flcN  (^lopin^  amr  carr.vin^-  oyt  .loutrranue  programs  of 

.  resource.  (.onservatl(?n  and  ilcveh)pnM;nt.  deveb.p  dynamic  rural  connnunities 
AVitli  s  itisfactivry  hwels  of  income  and  jihuisinu  environments  thi'ouuli  plauned  > 
improvement  of  resources,  and  creatcji  fav(U'ahb>  investment  climate-  attractive 
to  private  capital.  * 

Teclniical  planniu;:  a.ssistance  is  i)rovi(hMl  in  project  areas  authori/.ed  for 
smli  planuiiiK.  Technical  and  Mnaacial  assistance  is  avaibiblc  for  the  Installtion 
of  land  f-onsorVjHioM  and  lanrl  ntili'/ation  works  of  improvement  specified  in 
project  plans.  Works  of  in^iprovement  may  includ(>  measures  serving  purposes 
sudi  as  Hood  prevention,  sedinuuitatiyn.  ami  erosion  control,  pnblic  Avater  based 
recreation  and  fisji  and  wildlife  developnuMits.  and  agricultural  water  nianaj:e- 
nient,  T>urp()ses.  l.oau^  for  this  proj^rani  are  mndcby  the  Karmer.s  Homo 
Adnnnist  rati(m. 

Wfffrr.^hnf  prnfrrtioH  <nnl  /loo/f  -ftn  rmtinn  pt'Qf/rfiw  provide.^  technical  and 
ftimiicial  assistance  in  planniu;;  and  carrvine:  (mt  Wfu'ks  of  improvement  to 
protect,  do veloj^.  and  utilize  the  land  and  wato^  resources  in  small  watersheds. 

Assistnnee  is  provjdi'd  in  [)lan!iinu.  dosiir,]iii^r,         install iui^  wa torsi led  W"ork<; 
of  improvonuMit  :  in  sharing  c<>sts  of  flood  prevention.  1rri^:ation.  draimiuo.  sodT-  ^ 
mont^ition  eontrol.  f^sh  and  wildlifp  dovolopmonts.  and  i)ublic  recreation';  and  1 
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to  ♦•NtnuUiij;  lo'iiu  (rriit  rr<»(lil  ItMal  iij(o)r^t>  with  tlu-ir  >lmn'  at'  (lie  * 

r«t^t^  Tlic  Much!  Pn-Noiitiou  rro;cr:iiii  liinit<M|  to  ilje  oIfxc'Ij  imthorizctl  i)roj<M'ts. 
J.oaJi^  (  An  Im-  iiiimIo  by  (lie  KaiiiHT^  yt'inr  A<lniH*i^l i*ut ion  iiu^lci  l>fi(li  tlM-  l-'looil 
J'i  «-\ <-iitioii  I>n»y:i  ai)i  iiiui  Mm-  W  uhu ^Ikm]  W'orkx  oi  lnij)i()\ ciiiont  rrd^raiii  MVL. 
MM. 

I  tp(nf  nnti   \iitnhhn      i  i  n  i 

J'liOti  ttiHli  ilnitifni  i>nnjnth\  j)io\i<l««s  f  tuxl  In  (iMjilit\ iiiu  Im'IIm«IjoIt|>.  iiniiN  i(lual>, 
x<  jjcMiN.  rharilalilo  in^htnt k/ijx.  jimL  ^nmiiM-r  iainjt-..  llunsdiohK  ainl  iih1i\ ninnN 
iini.N  lint  Im«  rharu<*<l  ;  :i^m'>x)iu'Ii1.s  [or  in  siaiv  di^trilmtion  (M»v>tv>  nia,\  Ik*  in.ido 
a;r:iin««t  othor  ]n*n<»liriat'i('^  Injnat^Ml  ItuxN  nia\  not  !«•  ^uh\,  t'Vc  lianuiMl,  dp  iitlirr 
w        <li>po><M]  of   <  anilioi  i  ii)nl ion   cvt cjdcd  i    wit'iont   in-i<n\  >|t<M  ili<- 

Hpj.i  «'\  .il  of  tlio  I  M'part  nif'nt 

IninN  (  I'oi  inula  u'^'i'l-'  muxi  he  cvpcndcil  to  ;is>i'^t  in  inct-tin;;  opcraliiu 
<'\p»'n»-<'-.  iiK-nrnMl  in  a«linrni^l<'riiiu  Food  I  >i^t  i  ii)nt  icni  I'lo^ii  ani^  for  n('(*(l\ 
*p4M^c»^ix  in  ljons<*)iol<ls.  'ria-xr  tnn<N  iiia.\  not  bo  i.x-d  to  pnr<  ha>t'  lU'opcriy 
I  lan<i  Mr  liuildiiiK^  ) . 

f'tnttl  ^taiiifi  !'i(/(/Kini  axxixtx  tainilirx  iliron;^li  f(Mid  >tnnip>  or  "(onifon'^"  worth 
nioro  tlian  tho  jinrc  h:i-sr  aiooniM-^  w  hii  h  \  arIo-s  arcordii^  to  incoino  and  lannlN 
Vhv  (Minpons  a  ro  nM'd  Idr  tho  pnn  lia^o  ol  food  in  retail  ^tnr<«^  Th**  coupons 
may  In*  u^cd  1(<  hn\  an\  tood  lor  li^nnan  l  on^^nnii't  i(>n.  rxcrpt  loi'  itonis  lahrlcd 
a^  intp<)n«»d  Ahaosi  all  ^riM  i  r.N  -t^M•('-^  in  Toud  vianip  aifM^^'an*  a utliorr/.pd  ^o 
n«  <  <«pi  t  ho  roupons. 

child  f'UiriliffH  fu  o</nini « 

>/n*'i'il  foftil  mil  tit  ifi  (ff/iftfti  ffti  I'lnhln  II  pro\i<lo>N  I'oinilnH'^rniont    to  <*liKibh' 
in^l  if  utions  ( da.\  oarf  ccidrrx,  ^ortlcjncnt  h^^nNo-^.  rt-oiratinn  (ontors,  and  da\ 
camp^'  Tju*  lootjf pnn  hii^od  U)V  up  to  !i  <  ()nii'l*'l**,un';ils  and  -  ->upph-niontal  nn-aN 
"^attN    Kinani  ijj/ holf)  Is  aN(j  a\ailiihh-  t^)  1ju\'  or  roiU  niM-r^^arV  r(|niinn<'nt 

,<il  fntt  hiinl.fdyt  tn(K/rttiti  niakox  tniaK  a\ailaldc  to  roinilmr-o  puhii*-  and  non- 
prciMt  pri\ato  ^diooV  fur  broaKfaxfv;  mrotinu  the  rcqnii-oinoiit s  a-^  rstahli^lu'd  h\ 
iho  ^ror«'i:ir\  of  V;^ri<  nlf  in  <'  an<l  w  Idrh  arc  -^or\(Mf  t<»  childron  of  hif4li  -^diool 
L  t  :  !«■  uid  uiul«-r  ProU'ra  Ml  n  uula  t  i  j>ro\  idc  fnr  a  l-'cdcral  i  »-inil)Ur<<i  luiMd  rate 
of  up  foSo. ir»  per  hrral. fast  sor\cd  ,ir  the  (  o^t  <d'  locally  pnrchaM'd  food>,  w  hich 
c\iT  i-  the  h"*>s(.r.  In  iiroas  of  sc\orc  nood  where  all  or  noail.\  all  of  the  <  hildreu 
aie  i]i  iieed  (d*  a  fr(*e  (U*  reduced  ju-ire  breakfast.  I''e(b'ral  assNtan<e  can  t(»tiil 
up  tit  nto  percent  of  t  be  opei  atiULT  ccst-. 

\(mffHHt  oxsiMffincc  autlmri/es  the  pnrclnisr  of  ettnip'nu-ut  for  storing,  pre()ar- 
Inir.  tniiwportluu  :nul  sersinu  fond  to  children.  I'hc  ca-^h  a^sistaiue  nuiy  not  ex- 
ceed irt  pen  cut  of  I  he  c  n^t  (d*  sUeb  cfpiipnu'nt.  Kederal  funds  are  in  iiihible  to 
as-ixt  -(hiMtls  4lrawinu  attendanctvi'rtan  arca^  in  which  i»o«m'  cconoiui<-  couditl(»us 
exist  lo  purchase  c<piipnM^-!d  needed  t(t  establish,  luaiufain.  and  evjuiud  food 
s,  hn.d-  up  to  three  fourths\d*  the  total  price  of  the  eiinipunMM  in(  Indinu  installa- 
I  io:i  I  liar;:es,  ^  ^ 

V 

(Unf^nnf  r  (ttifl  \f mUt  liiH}  Sin  i(  t 

]ftifrliinf/  fifiKt  (/rant'x  are  nuido  to  Stat<'  uuirketiuu  agencies  forjarr\inu  out 
spe.  lically  approved  market  itik'  ->ervi«M^.  pri);craniM  de^iuued  to  brinu  about  ini- 
provcil  iniirkethm.  Stat(;^  contribute  at  len^l  ha-lf  the  (M)st  ni'  the  iirojecl  and 

perfi.rin  the  work  w  ith  State  p<''*^'>i"><*l 

AsHintunci  to  Sh^fc/*  f^r  InU'uxlah  aunt  (ipd  }mu!tr)/  u\i<pf'i't\<n\  provides*  grants 
to  iiMprovp  the  state  inspection  prouraui^.  Those  eliiciblc  for  sucli  assistance  iu- 
I'hHlc  11h»  au^'iicy  aduuwistcrinu  the  stale  nu-at  insiiectuui  iir();criuu  under  laws 
cou<i»aralde  to  the  Federal  MoRt  Ins[)e(tion  Federa*!  funds  shall  not  e\cee<l 

r.(i  percent  of  the  annual  <|?st  of  tlie  (MK),p(n^tive  prt>uraui.  Thy^M-ant  funds  shall 
bo  a}KHate<l  anuuiu  the  snfte^s  desirin;:  to  cof^^^ate  t)U  an  equitable  basis. 

(Jrauts  arc  unide  available  priuuirily  on  a  fmauula  basis  t(»  the  hnid  «rant 
cope  'e  in  each  Si  and  are  a(!n;inis|ei*ed  by  the  Director  of  the  State  F,\!ens.ion 
Ser\ic»».  These  fmuls  assf^^t  the  States  in  carryli^'  out  a  protrraru  (►f  out-of-school 
applied  education  in  aurhadture,  liome  econcuuics.  couuauuity  dcvolo{)nient.  4-H 
youth  proi^i'aiUH  atnl  ndnted  sid»j('cts. 

(trants  ar<'  niad(»  tr)  Stsitt^  a^riiadt ura)  evp(»riiuout  stations  and  olhor  ellKible 
iustitutlotw  for  tlu'  support  of  research  in  asricnlture.  the  rural  luune.  (lie  rural  '>v^ 
cojun)iuiity  and  forestry. 
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Fon'ut  Service  ^  * 

itooperatirr  Forrntrj/  Vatw{/rmrnt  ^'nints  nro  \m<\v  hy  fornuihi  fo  the  stntc^ 
for  protection,  innnnf^ement  aiul  flovolopinent  of  ntale,  local  and  priVatelv  owned 
foreHt  laud.  /  ^ 

i'nn'fitry  rvfjrarrh  (jnintn  are  made  availaMe  to  nonprofit  instltntionniof  higher 
edneatlon  or  nouprotit  orf^anizationn  whose  prima ^.v  puritos(»  is  the  eondnet  of 
srlenHtic  rosea n-h.  The  research  in  directed  (o  timhcr  prodia-floji,  forest  man- 
agement, forest  fire  control  and  related  areas. 

Orncrni  fon'titry  iiHHUitiiurr  fnnds  are  made  nvailahle  to  State  fnre^trv 
aKeucies  tu  carry  out  special  sttjdie.s  and  pnjects  to  improve  forest  manaj?emeiit 
and  product  ntillzation. 

Question  9.  Can  f/(,u  (five  ttfi  an  cMtimatr,  or  (/(nrnij  idea  of  tlir  amof  y^f  :,t 
dullarn  o/  vnrh  of  yuur  Dt'/xtrfriK  nt'^  l(mn  ond  (jniut  prnqrumn  that  iran  <  .rpt  vdul 
or  covtmittcd  in  a  n  rent  ft  neat  //c«r  iu  a  p!ave  or  in  a  wanner  that  rontnhufrd 
direetly  to  rural  i^Hnniunity  deirUiitment  purpoiteh?  \V<  iron  Id  like  tft  hate  your 
hrnt  eutimate  for  eaeh  plaeed  in  the  n  et/rd. 

Answer.  Yes.  sir.  We  have  a  list  of  the  Department's  loan  and  c;rant  proj^ranjs 
which  make  a  direct  coritril)ntion  to  rural  dc  vcloiMuent  jilont?  with  the  c<tii-u't4«d 
fiscal  year  1J)71  i>ro^'ram  levels.  We  will  he  ^htd  to  provide  that  for  the  rei  .n'd. 

(The  information  foll()WN;)  ^ 

j      T'.S.  DKrAKrMKNT  OK  A<;i:i(  rr  11  iiK 

*  *  J 

f^u'ral  di  velf^pment  htati  and  grant  prof/rains,  fiM<  al  ytur  lUlt 

Agency  and  activity:       *  ■        .  Prouramifvn 

Farmers  Home  Adndnlstratlon  :  in  ihouMai(jjR. 

Water  and  sew(»r  planning:  ;:nnits  .     

Water  system  loans                     .    .   l.Vi,  4i»7 

Water  system  development  grants.   .                  _  lU.'MYJ. 

Waste  disposal  loans          .                ^                            ,    7(>.  r»l7 

Waste  disposal  development  grants               ,         ^   "[*'>. '.\'i7 

(\)nd)inatioii  water  and  sewer  l(?an>:  ^    _  • 

('ond)ination  wafer  and  ^jewcr  de.veloianent  grants         _.  _  5.717 

Xonfarm  eiiferpriso  loans                         .    ..               .   '». 'Ul 

Ke(reation  facilities  loans                      .   1,'k;2 

KesoiM^  (conservation  ant}  development  lo/UjSU— .  - 

Flood/i)revention  loans  ^  ^'^.^    L'2s 

,  Watershed  loans          ^    .       _    _  _  .                     _    ^  7r»,s 

Rural  housing'  loans  ( inchidcs  nintual  and  self-help  loan.s).^  1.302.27.") 

Unr  il  H'Utal  housing  loan.s    ,,.  _    .     „         .      ..                  _  7sO 

Farm  lah(>r  honsinjy  loans  ^   474 

I^jfTj^^  la))f>r  hoii^in*^  fnnds                   .   __   .         _  .  .  .  7'-7 

\WiT  low-income  honsin;;  repair  loans__  '  _1  ^  *  5,403 

Mntiml  arid  Holf-help  housing  grants             _  . .  _  _      .   1.7:21 

Site  development  loans             „  _               _        ._    l.<)()0 

Rural  Klerf i'ifl<'ation  Administration: 

Khvtric  Inan^  ^    .        ^                                             .  3n.si7 

Telef)h(me  loans...               _    .  „  _  _    .     .    _                  .  1:2.'.  opo 

Soil  Conservation  Service: 

Re!44)urc'e  ronservsif ion  and  devMopment  ixninfs            .   L*.  Uli 

Flood  preveiifi<jn  irrants    .      .       .   ...  ...      s7'{ 

Watershed  projrram  jrrants    .                                      .  .  .  M 

Extension  S<»rvico  :  (^omni unify  development  prn|?ram   D.  0S7 

(\)operaMve  State  Researcli  Scrvirc  : 

Grants  to  States  for  community  iniprovenuMif  and  housing?  re- 
search  ^  .  ._      }  SMO 

Total   2,  27d, 

Qursttion  10.  For  rarh  ftf  the  loan  and  qrant  proyraniM  of  your  Department  that 
"eoritrihutf  .9  direetly  tft  rural  eommunity  deyrjopment  eon  yrru  yi)'e,na  a  qenernl 
idea  of  t}\r  total  need  for  the  proqraw  in  rural  areoR  a/i  defined  hy  the  hi  lit  he- 
fore^ns  today  or  »tw)e  othtr  ettnvtniint  drfinitinn  of  rural  areao?  Please  ft  el 
free  to  eorrert  and  ettmplete  pour  at  a  t  cm  en  t  for  the  printed  record, 

An'^wer.  The  ireneral  needs  for  the  loan  and  p:rant  prop:rams  of  the  Depart- 
ment  are  discussed  in  the  Bejjorf  on  Rurnl  Fiaancial  Assistance,  suhndtted  to 
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Kmiort  irnUrjiU'S  tlml  mrrrJit  enWtivc  drniMtul  tm'  vnrvvnt  FiHWrnl-mHhi  pro- 
trnnns  Aliulnist«Tf.l  l,y  this  1  h-piirt ii.t'Ht  aiv  .HH.r..\iniat<'l.y  at  levels  nt  tninliU« 
iHM/n-^  l.i?.vhltsl  ..r  pL'iica  f.>i-KV  J!»T:2  Al(lu.u«li  re.iniivtiicMts  I'm'  .-HMlit  in  riiral 
•n'..i!v  ■ir«»  «  xpiTKMl  tn  eviiuiiM  aurin;.'  tlto  in'M  MtM  adt*.  tlu'  Imsic  pvt.^ranis  exist 
'  'f..r  liaii'iliii];  Uh'  in«  n^rstMl  tU-uaiuls  t^v  tli.it  part  ^.f  tlie  <  nslit  rcciiiireiuehts  td 

in»  Mn-i  bv  rsi)A.  *^   ,     n  .  . 

l!  H  vtM  c.-iii/r.l  that  iiKiJiy  rural  faiuiln's  desire  ra*  liities  or  services  tliat  ato 
i..,t  Mt^iU'A  }.n.\i(letl  bv  <Mirreiit  enMlll 'pr(.«ruins.  Vav  tb<'se  families,  priiirity  at- 
tentb.n*  slinubl  hv  j^HvVu  to  tlie  President's  pro;:nuiis  to  inen'UM-  tlieir  ineome 
1>mN    In  additMni.  im.re  etTerti\e  Federal  Iinniieinl  assitaiiee  hy  rural 

e  g-unUTiiMes  e;iu  1)C  a«bie\ed  if  the  <N.n;:res.s  enacts  The  President's  rural  coni- 
luii  iiy  ^,  e.'ial  shar(Ml  revenue  i»rM-rani.  and  the  re(.r;:ani'/at nai  to  estubllsli  a 
I)e',arniient  tif  (\uiiniuiiity  PcNolopnieiit.  ^ 

(}n>xlion  n.  Am  ^fUH  m]r  ih*  lolal  jnh  itf  runil  ratnmunVif  flcrJhfiuffrut  a.i 
<ri  lorfh  in  nth  A.\,  lunr  murh  nmrr  (niHUdl  uufxttnnit  in  rural  arruM/ttVir 
atui  ohorr  Ihr  rurrrnf  rah  nf  xtwh  inirnlui^nt  fin  itou  r.^timntr  as  hrimj  rrf/utnU 
to  attain  ttirtfi,atx  of  a  Imlanft  >{  rural  nrhaii  (frou-tli  polU'itJ 

Answer.  The  amount  of  annual  investment  in  rural  areas,  over  and  above  the 
current  rate  of  such  investment  required  to  attain  the  K<>als  of  a  ba.lanood  rural- 
ur»»'in  growth  pol.lcv  has  not  been  estimated.  It  \v(juld  tlepend  on.  ainonj?  (»thor 
thing's.  niix  of.  i>uluic  ami  pri\ati'  in\estnieiir.  the  Kind  of  investment  to  be 
"  imule.  Oie  hx'atious  in  wlddi  investment  is  to  be  made,  (he  number  of  jobs  to 
lie  created  and  the  income  to  be  returned  to  ea<"h  \vorl<er.  am]  capital-labor  mix. 
'I  lu-M'  Varialiles  i<en(»rally  are  not  snsceptible  to  prior  estiinatlon. 

nec;mse  tlie  growth  o'f.the  T.S,  national  economy  generally  is  «reat  enough  to 
ahsoH)  increases  in  the  labor  f<jree  without  reduced  wa«es  or  unemployment, 
there  is  no  exiieclation  tl,iat  Rural  Development  wouhl  increase  the  capital  iuv^ 
vestment  reqnirHnents  for  the  Nation  as  a  whole  over  what  woldd  otherwise  lie 
invt-stetl.  Ah  effective  program  would.  h(»wever,  alter  the  location  of  the  inveHt- 
nient  :in(l  thus  nd«ht  alter  the  amount  of  investment  in  any  specitie  area. 

t^K4sti(^n  Si.  An  u^m  K,}i  iv  the  total  }ftl)-(ff  rural  community  drrrloptm-nt  from 
tin-  rantaf/r  poitii  of  ito'ur  iHtnition  in  the  KjrnUire  Branch,  what  arc  the  major 
aapu  iiH  ]tou  nce  them  in-vxlHting  rural  it(  Vvlopm<nt  credit  programs? 

Answer.  The  t(»tal  job  (if  rural  comnhinity  development  Will  re<piire  strengthen- 
ini;  (tf  State  and  rural  local  governments;  eoneertod  efforts  relating:  to  sueh 
human  resource  development  i»ro>;ranis  as  education,  health,  manpower  train- 
ing and  employment  as*iistanre:  and  credit  assistance  for  pnidie  faellities^ous- 
iuK  and  c<inuiiercial  auti  industrial  develoianent.  Tln'se  coniptmnds  of  ruri^  ooni-^ 
munitv  development  are  lnterr<dated  :  irfdf'ed.  demands  for  crtMlit  a.ssistanee 
dei^'ud  lienvlly  \iiM)n  the  decree  of  sueeyss  in  efforts  to  strenjythen  loOal  govern- 
ments, community  institutions,  and  the  human  resourc(*»baso.  Demands  for  credit 
assist  a  netware  e\pe<ted  to  expand  signlticantly  in  some  rnrnl  localities  aceom- 
panying  success  in  rmal  deveh»piuent.  However,  with  hiore  State  an<i  local  gov- 
ernmental reponslbillty  and  involvement  in  this  develojinient  (inelnding  provid- 
ing financiul  }is.sistane*e )  as  would  oeeur  with  revenue  sharing  for  rural  develop- 
ment an»l  with  expeet<'d  additi(uuil  financial  assistance^  from  j»rivate  sources,  , 
'we  iM'lieve  existing  Federal  credit  programs  available  to  rural  people  will  l>e 
adequate.  ^  r  ,  _ 

(/m  stton  /J.  Ifoir  niurh  mont  }f.  privair  or  puhlic,  n-ouht  or  rrqutrrd  on  an  . 
annual  h  '^'iy  on  r  thr  nt'i  TJO  or  ir>  jfrarM  to  fill  thr  (japft  om  you  fuc  tUrmf 

Aps'wer.  We  l>eli(M'e  any  ;raps  in  WwU  'if  Federal  credit  for  rural  develop- 
ment, recnmilzinir  the  substantial  capital  investment  in  public  and  private  faeili- 
ties  that  will  b<>  re(piired  for  achieving  tlie  development,  are  ditfieult  to  (Estimate. 

Irt'lieve  tlie  prnvisi<ins  in  both  Wvv  general  and  special  revenue  sharing  pro- 
grams are  the  basii'  meai^^  f'U*  handling  the  increastMl  deniands  for  cr<Mlit. 

an,  stf}'»n  I).  Can  thf  'Jnau  and  fpaft  pmnrnm.^  o/  \pnir  /l<  imrtmrut  hr  c.rpandcd 
a)>'!  am'       t  in  *  t'lnmt  ami  H",i>r  to  *lll  tin  vf  f////>v  '' 

Answer.  'Ihe  lean  and  urani  nn>;^!'ams  of  this  Department  can  be  (aud  have 
been)  i-\pan.!cd  in  respotwe  ti»  in- reused  ea"e<'fiv(^  demands  f(ir  I hi^  a ssistanee. 
Fi'r  «v'^  ''*d'J<*.  ^^^'"^  Adp'ii  i-tratinn  iiicr'»as(Ml  availability  (*f  FHA  injured  (twnor- 
shlp  h».  l)v  :?."in^!nilU  »n  <hiri»  FV  1?)T1.  an*'  hy  an  additi<iual  ^'M)  million  in 
FY  1!»T2.  this  AdTi)ir'istrati(.nMiici-opsed  'M'lilMbilUy  nf  iiisurNl  l^'^ns  for 

rural  »'nmmipiit ies  watiT  and  ^ewer  fat-iU'les  by  ,*^^10.)  million  i!i  FV  11)71.  and 
im  retired  the  laidgeted  biau  level  in  FV  V^''l  by  $1 1 1  miiUf)n. 
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•Most  oC  tlH.  innvaMMl  ^U-nunuU  for  nvdit  >hnuU[  be.  aiid  arc  cxiMM  trd  t„  |„. 
H    •M>.  M       tHro„d»  u.iM.ral  and  >iHMial  .womh.  ^lu^^n;,  as  |>n>iM,scMl  hv  th. 


A!is\\,.r  Our  nvciniiiMidatioiis  n-uanliii;:  .'xpandin;:  and  aniwidinu  tlie  rural 
:  ;     V.'  '>^'  Hiis  Drparti^wd  an.  .cnlanuMl  in  t)..  U.port  nn 

Ui  al  J  niancial  AssiManrc  prcpunMl  in  vv^iitm^v  t.,  .S(M'ti(m  [K)l,f)  of  tli(»  Vuri- 
'  nV  V'/  ''^  ^^'^^ti^non.v  l.v  n-pn-onladvcs  of  this  I )i.partnn-nt  im 

rop<.sHl  In  K  n-latmu  t.,  rnral  mMlit  at  S(.nah.  and  Ilon^.  Cnuimltivi^  I  <.,r.n.'s 


rrni.niu  i.»  rural  cnMlit  at  S(«nat.-  and  Ilons^  ('..iaant(<M^  Ihsirin-s 
jM'r  .•xauii.h-  u(.  tavc.rc'd  t'he  nsvntly  ona.frd  anMMidnM.nts  to  Farm  (^HMlit" 
n  f  .nr^^^^^  ^-y-l.lishod  Itnral  TH.pl.on.  ManU.  and  iU.  ropos 

W  I  V.  v  ^7  /V""^'*.'''^  Ilouir  Adnunisirat.on  to  in.nn.  tarn,  op.rati  loans. 
^  I  .]<-N<^]up,n.nf  spoHal  r.v.nn'.  sliarin.'  i>r<.- 

h  ;    wi  '^T'""^  '^^    '  n;.„uinM.ndrd  in  tla.  PrrsicU-nt's  proiH.sM  \V<^ 

inlcnd  lo  s.Mdv  nnprowMiMM.ts  „,  tlir  loan  and  ^rant  prounuas  cd'  tins  D  .parnuwit 
'Ml  a  (  oiitinunl  ha^i<a>]H'rdsi.nH'n.'«'.  .  i»anniwii 

Jf^  :r!'V!t)f  rn  ^^rmanmH;  for  tin  rnrul  l  unnnunUu  <li  n  lof.f,,  ut  . 

^iljtufy  I' ouid  .shll  rt  itKt in  .  } 

.  Answrr  SVitli  ('o..-r<'ssi,»i,a]  rna.lnn-n(  of  il.is  Adniiiiistration's  wwrnw  slmr- 
'  ui  ulnf'^T'''''^^'^  l>n.I.o.aN  atlcM-tin^  rnral  propl*'  and  ronnmnuMcs 

and  uitl,  ronlyincd  adjiishnnit  in  l.iidueh-d  l^veN  c.r  Fr<hMMl  as.jstanrr  with 
i'U.iuu:n\u;  dcMJiands  for  this  financial  aid,  \\v  do  imi  foivsre  ariv  sijinidcanr  dofidts 
in  qn:innh<.s  .>i  rrrdit  suppli,.,]  in  rrspons,.  !o  (dl.M  i  ivrdeniand^  for  rnral  dr<v.l..p- 
ni*'nt  pnrposj's.         •  .  »  •  it 

Senator  Ih  MprntKV.  I  hvVwvr  thaf  is  alxnU  wliat  \\r  hud.'m  luind 
today  sir.  And,  u:i<-o  a<rain^  if  von  will  HMwamiiK'  our  proposal  I 
slioiild  say  to  you  m  nrivat  candoi'  (liat  in  this  Mil  is  a  sopai'atr  »\-trni 
oNcr  iuMv  hylViTiiinr  to  ('hai'tj,  titk^  I,  ivlatm^  to  (lu'  total  nc'cd  of 
rural    Aiiifi-ira,   insofar  as  soft    loans  arc  ccapvnHMl.  That    is  a 
«'omvi)t  of  s()<'ial  dcvc'lopiiHuit,  as  wvW  as  tM'oiTomic  d('\ ('lopiiipiit.  Vnd 
title  J I  has  w  hat  \\(M'all  hai'd  loan  d(M'jsions  imohcd.  And  I  thirds  (hat 
when  vou  oxamnie  that,  vovi  will  scr  what  we  have  in  mind  Thr  pav- 
iiHMits  provided  in  titlo  11,  ((^.whieli  you  Iiave  refcfivd,  are  (Mitnvlv 
.  separate  li'oui  Hie  hank  eivdit  instihii ions.  These  pfivnients  are  pi-fi-^^ 
vided  ;iot  to  ha^e  l)ankrupt  niaiMr/hal  loans:  the  purpose  of  thes<.  .,av-' 
njents  is  sj)eeial  rural  nidusl  riali/at  ion  and  rural  development  ineeit- 
tive  j)ayinents,  incentive  payments  spceifiea lly  to  eneoura<re  |)ri\ate 
indnstrial  a>f<l  other  linns  to  lo.-ate  i»'Vi^planls  and  new  jo])s  in  rural 
Ameri<-a.  I  hese  payments,  in  other -words,  are  sinnlar  to  tax-exempt, 
interest  on  nidustrtal  honds,  as  a  special  incenti\e  to  locate  new  johs 
HI  rural  areas.  What  we  are  tryinir  to  do  is  ojMMi  up  several  windows 
iiere.  \\  e  arc  not  sayinir  that  wc  oiinrht  not  to  haw  tav-cxempt  in- 
dustrial honds    in  fact,  i  think  this  comniittce  in  the  main  wotdd  he 
yiviiy  mjich  for  it.  Hut  we  are  sayinnr  that  in  some  places  if  vou  don> 
have  a  >tate  hiw  that  s(^s  up  districts  then  vou  ou<rht  tcfhave  an- 
other ^\lndow  to  \\hich  you  can  <ro,  hecausc  we  thitik  the  credit  ipmmIs 
are  (huuonst  rahly  (»vident. 
Thaidv  yon  very  nnich. 
Mr.  (  AMiMu:rj>.  Thank  you,  ^fr.  Cliainnan. 

Senat()r  TlrMriiKKv.  I  think  wo  will  take  ahout  a  r)-iuinute  ])reak. 
U  e  always  like  to  itiw  our  Htenotyj)ist  and  otliers  a  chance  to  kind 
recoup  for  a  moment.  '  / 

Onr  next  M-itness  is  from  the  P:c()iu)Uhc  Development  Adndinstra- 
tion,  Mr.  Blunt.  \  , 

(Brief  reces.s  taken. T^,  v- 
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S(Muit()r  IIrMPiiuKr.,Mi\  Hlunt,  S^MijUor  Bellinon  niul  I  aro  most 
^^nitoful  to  vou  for  your  pjitionce  todsiy.  W(»  tlxnicrlit  it  was  V(M'y 
iniportniU  to  luivo  tlio  oi)i)ortnnity  H)  li(»jir  from  tho  I)oj)urtnionl-  of 
AjrrK'Viltnns  wliid'i  is,  of  coiiix',  (hV  main  M<r('n«\v  with  whicli  wo  work, 
Yoii,  I  uiKlorstaiKl,  are  the  (^li'u'f  coinisel  for  {\n^  Kcononiic  IVveloi)- 
iiioMt  A<lniinistnitioiu 

statement'  of  WILLIAM  W.  BLUNT,  JR.,  CHIEF  COUNSEL,  ECO« 
NOMIC  DEVELOPMENT  ADMINISTRATION,  .U.S.  ^DEPARTMENT  OF  ^ 
COMMERCE 

^^r.  Hi.rNT.  Tliat  is  (^orreet. 

Senator  Hi mimihf.v.  May  I  ask,  wliut  ]%  your  home  State  aH<l  your 
4\ome  ureA^  -  , 

Mr.  B^NT.  My  home  area  is  Xew  'York  City  and  environs.  I  lio])^ 
that  doesn't  re(hiee  niy  credibility. 

Senator  Hi  ^reuKKV.  Not  a  hit.  As^'a  nnitter  (xf  fact  1  like  that  ^n-eat 
eity.  ,  • 

Afr.  Br.rxT.  It  luis  some  i)r()l)Uun*s,  too.  . 

Senator  Hi MeiiuKV.  Of  course,  it  has  its  ])rol)]ems.  And  I  am  afriiid 
that  rural  America  lias  mayhe  eontrihuted  to  tliose,  nnd  Ave  are  trying 
to  help  a  little  bit.         V     .  •  . 

'    1  low  long  liave  yon  been  with  the  ¥A)\  ? 

Afr.  HiA  NT.  For 2 years. 

Senator  HiMeiiuKV.  For  2  yeai-s.  It  is  a  fine  ngeticy,  T  want  you  to 
know  that  you  appear  before  Senators  who  are  sn  nii)atheti(:  with  the 
goals  and  objectives  of  your  agency. 

Mr.  lUa  N'r/riiank  you  very  nmch. 

Senator  Ht^mpiihkv.  I  'am  always  wori*ied  that  you  don't  liavo 
enough  of  means  to  do  with.  ^ 

But  1  will  Listen  to  what  you  have  to  say.  And  we  thank  you  for 
(joming.  We  think  that  we  need  e\er'y  one  r)f  the^-e  loan  agencit's  and 
deveh)pu)ent  agencies  to  ai)pear  before  us  >n  that  we  c:in  tie  together 
the  overall  picture  (d'  the  Federal  ( Jrovernnient  in  its j:4»lation-.hij)-«  to 
rural  Anu'rrrn  in  teiius  of  its  loan  ajid  cre<lit  facilities.  And  then,  we 
will  sort  it  out  rffTd  try  to  come  ui)  w  ith  a  Ix^tter  [)rogran». 

Do  you  iiMve  a  statenient  ( 

Mv.  Hia  YT.  r  have  a  two-i)age  statenient.  I  want  to  niak*'  it  clear 
that  the  length  of.the  statement  doe<  not  reflect  our  concern  with  the  • 
pn^blems.  And  1  thought  1  wonhl  read  throuirh  it  very  (juickly. 

Senator  Hr.MiMiKKY.  Please  do. 

Afr.  Hra  xT.  I  woidd  lik(»  to  tlut^ik  you  and  the  meujbers  of  thi<  sub-  *^ 
committee  for  the  o])j')oi'tunity  to  come  before  you  to(hiy  to  testify  on 
S.  '2'ii2'5,  a  bill  to  amend  the  ConsoJidnted  Farmers  Honie  Adiuinist ra- 
tion Aot^Uif  HH)K  and  foi'()ther  puri)oses.     .  ^ 

Title  I  of  tlie  bilk  as  you  know,  would  extend  the^ii)plieafi{)n  of 
se<'tiou  ')()(>  of  the  ('onsolidat(*d  Fai*mers  Home  Adminfstration  Act  to 
autliorize  grants  and  loans  not  onlv  for  watei'  and  Avaste  disposal 
facilities  but  al.so  for  all  K^'P*':^  rni'al  conunimity  development 
projects. 

Title  IT  of  the  bill  would  establish  an  extensive  I'ural  (levelo[)njent 
credit  system,  (rrants,  loans,  guarantees,  interest,  sul^sidies,  cn[)ital 
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.  .  augniontati()ns;«UKr()nier  fonns  V)f  financin^r  and  teeluiical  assistance 
as.  well  would  ffiMlrailable  tlir()uo:h  the  various  institutions  in  the  sys- 
tem to  assist  individuals  and  Hlate  and  local  <?ovcM-nnients  in  stiinu- 

•  lating  the  o(on()nu(\  physical  aud  sfv-ial  growt*^  of  rural,  areas 

We. support  the  bills  purposes/  ^ye  believe,' "l;<)wever,  that  the 
adnimist  rat  ions  rural  conmumity  development' revonue-sharinir  nro- 
--^VT  wUh  .other  revenue-sharing  proposals,  will  en- - 

able  State  and  h)cal  governments  to  design  flexible,  responsjvi^iruL  in 
the  end,  more  effect ivo;  programs  i6v  rural  developi^ient  In  fact,  tlte 
p^rovisions  of  tlie  runil  conununity  development  reVenue-sharinir  pro- 
posa-  are  flexible  enoTigh  to  permit  a  State  to  establish  its  own  jrrant 
I   '.and  loan  program  and  credit  system  siinijar  to  those  proposed  1^-  tlie. 

'      Also  I  thinlv  it  is  safe  to  say  that  credit  needs  in  i-ural  dreas  can 
\    probably  best  be  perceived  at  the  local  and  State  levels.  And,  there- 
tore,  in  t^rms  of  molding  indiv^dtial  programs  in  th(i.  varimis  States, 

•  revenue  sharing  presents  a  perfect,  vehicle  far  supplementing  the  (low 
of  credit  to  tlu^  exteiit  it  is  deemed  iieiH^ssarv.  . 

.Even  a«  lui  interim  measure  'for  the^timo  before  theV^uwtment  of 
Teveniie-sharing  legisJutix^ii,  we  would  oppose  Uiis  bill.  Most  of  the  tools 
authorr^ed  by  the  bill  are  already  available  under  other  Federal  [)ro- 
•  gwiuns  LDA,  for  exiuhple,  is^now  authorized  to  provide  financing 
through  gi-aiits,  loans,  and  guarantees  an^d  to  provide  tiK^hnical  and 
other  assistance.  Although  this  financing  is  available  oiily  in  designated 
redevelopment  areas,  these  are  the  areas  i^  fact  wWe'the  problems 
are  most  acute.  Otlier  programs  include  SBA,  the  Agriculture  I)e- 
^  partment  program,  Iiri),  and  tax  euxemptions,  which  have'been  dis- 
cussed to  a  certain  extent  today.  -  .  ^ 
^  I  should  poiht /tut  in  talking  about  EDA*s  designated  areas  that 
tiirough  Its  8peand  interim  authorityv^'hich  was  enacted  into  law 
over  a  yc^ar  ago,  anxh  whk-h  may  be  even  nyoiv  liberalized -in  accord- 
ance Avith  some  amendinents  that  have  been  -proposed,  both  in  the 
House  and  m  the  Senate,  EDA  has  a  great  deal  of -flexibility  in  the 
ureas  that  it  can  designate.  »  ' 

Fui^ther,  we  ^lo  not  think  that  there  has  yet  been  a  satisfactory* show- 
ing that  the  addition  of  the  development  hhwk  ty  existing  1^'ederal 
programs  Mould  have  a  substantial  beneficial  etfect  on  the^pvoblems 
of  rural  an^iiis  in  relationship  to  their  expense  and  problems  that 
setting  up  such  a  systeni  might  cause.  Wo  are  not  at  sure  that  rural 
America  requires  such  a  inassive  injection  of  credit  in  any  form, 
much  l(-ss  that'of  another  Federal  program  administered  by  yet  an- 
,ot]iwFederal  bureauia-acy.  ^ 

In  that  connection,  T  want  to  make  if  clear  that  T  am  not  settini^ 
myself  up  as^vn.  exj)ert  on  credit  flows  in  rural  areas,  papticularly 
-rural  areas  where  EDA  is  jiot  active.  But  I  think  it  is  the  feeling  of 
the  administration,  and  our  feeling,  that  the  combination  of  the  Fed-"^ 
eral  programs,  as  the  Departuuuit  of  Agriculture  stated,  can  be 
.(Hjuipped  to  handle  tlie  problems. 

.  h\  summary,  Mr.  (/hairnmn,  we  opi)ose  the  enactment  of  this  hill, 
and  we  urg^  your  consideration  of  (he  J'resident  s  reveimo  sharing 
l)ro[)of'als.  \ 

That  ends  the  printed  part  of  (lie  statement 
I  wmdd  like  tp  add  a  few  things,  if  T    *  ' 
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.  Til  llio  fifst  you  wi-yr  flii^cu-sinir  riio  li-'-il  iifii)]i''ni of 

•  i-inM'iuK'' s^::M'ih5T  tUHl  wluit  M,u'  s(nir('(»s  of  fn  m]s        hi  .i(l(liri(.iUo  'hf* 
Ajri-icultUM*  l')pj)nT'tin('ut  i>voLn';ni)S.  KI>A,  ihe  Api?:- liu'hian  U.'i;'i""*il 
( 'ouiiuis^b  ii.  a^i<l  flic  title  V  roiuinission  IVA'l^  v.\uild       iuclu  I'M  in 
the  rcvpuuo-'^liiiriun:  |)a<'ka*r<'  l)lus.  ol*  I'our-'^,  n  liatcM  or  ;Hi'/ii  ion-*,] 
funds  tficnvarc.  And,  jis  you  'vuow:  (he  ];uri>().sx'-;  for  wliidi  thj^' 
funds  ar(»  .spent  in  eoiuin unities,  mostly  hy  far.  i-uial  cotnunuilties.  iwv 
ni)^/,\s  rwui'ine  and  not  as  stero('*tyi)('(V  ])<»rhaps,  as  souiJ'  of  tlu'.  a;rri- 
(nilturc,  pVogranis''.  Tliey  uro  not  as-pigoonbolod  I  gnic^s,  is  tin-  lu^st  . 
way  of  ]>u(t^n^^it.  yy<)\  in  Cei'ui^^of  tU'xihilitv;  tli;*  actual  i)racti<'al 
flexil>ility  availa})1o  to  tlic  (lovoruor.  to  tin*  State  logii^Iatur; .s.  to  t!ie 
localities,  which  special  revenue  sluu-jng  foi'^j;uril  developnieiit  might 
\  provide  for^Ttlunk  that  (his  over  $500  jifj] lion  c()ntri})uti()u  to  that  ^ 
f-tmd  does.  in.fiVct,  provide  a  fair  muount  of  f1exil)ility;*HU(i  would  al-  [ 
•low  for  a  reallocatmn  ()f  resources,  fhr  instance,  to  u\ake  more  credit 
available  in  arenas  Avhich  perhaps  (]^  not  meet  \\^^  game  noeci  re(iuive- 
nieiits  tliat  [)ro'/rai!is  like  KDA  are  nitended  tojneet. 
^  \*ow,  your  staff'  has  indicat(»d  tha't  there  are  two  particular  area4  that 
you  would  like  us  to  comment,  on.  The  fii*st  is  how  KDA  [)i*ograutH;. 
would  be  affected.  I  know  from  your  {)revious  stateuients  hei-e  tluit  the 
existence  of  oveilaps  and  poeCsible  conflict  is  a  matter  of  some  concern 
to  the  sub(»onimitt(»e. 

First,  in  summary,  let  mc  descrilx*  wliat  EDA  does,  althouirh  I 
k'low  both  the  cha'ii'man  and  Seinitor'' Bellmon  are  familiar  with 
KUA's  pronrrniu,  JODA  docs  (»n»ate  job  opportunities  I)oth  directly  and 
alsyJ:hrough  the  stimulation  of  the  economic  develofmient  process. 
Nearly  a  tliousahd  counties  are  designated  for  EDA  assistance,  nearly 
one-third  of  tlie  total  number  of  counties  in  the  United  §tates.  And,  as 
you  know,  the  vast  majority  of  these  counties  are  rural  counties.  The 
designated  count  i(»s,  redevelopment  a;-eas,  are  designated  on  the  l)asis 
"^need.  But,  as  you  know,  W(»  also  have  authority  to  support  multi- 
comity  distrusts,  where  the  needy  counties  group^.together  4ith  the 
healthy  (»ounties.  We  also  have  the  authority  to  d(»sigimte  growth  cen- 
ters within  tliese  distri(»ts  M'hich  arc  also  eligible*  for  assistance.  These 
designations,  particularly  those  designationsiin  the  healthier  counties 
are  not  necessardy  places  of  last  ivsort,  but  f)laces  wh(i.re  avo  feel  that 
the  potential  for  development  of  the  entire  substate  n^gion  luav  be 
quite  great,* and  where  assistance  therefore  in  the  healtTiier  areas  is 
justified  m  terms  of  the  overall  purposes  of  EDA  s  legislation. 

()ur  program  is  carried  out  through  public  woife^^nts  and  loans, 
bnsincj^s  loans,  workuig  capital  guarantees,  technical  assistance  grants, 
and  perhaps  m  terms  of  the  economic  development  process  there  is 
nothing  as  important  as  planning  grants.  Planning  grants  to  counties, 
to  mnlticounty  districts,  and  occasionally  to  other  organizations  EDA 
^  works  yery  closely  with  these  local  organizations,  and  supports  the 
local  leadei-ship.  EDA  tries— and  I  think  is  usually  successful— to  Ik^ 
responsive  to  iocal  people  at  the  local  level. 

Having  said  that.  I  would  likb  to  touch  briefly  on  hoTy  the  proimsecl 
proorram  would  aifect,  perhaps,  the  EDA  program.    .  ^ 
riie  fil-st  title  of  the  act  expands  the  authority  of  the  Farmers  Home 
.  Adnunistration  by  expanding  that  authority  to  areas  Which,  in  fact  ' 
]  are  areas  wha^h  EDA  also  liL  authority  to'operate  in,  namely,  eco- 
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lioinic  dcvolopuiciit,  j()l)-(M'oatin<i:  pf-ojcrts,  industrial  (lovotbpincnt, 
ffrnnts  for  in frastnicturo .which  would  support  ceouoinic^^devolopmont. 
no  tho  new  authority  M*(nild  oroato  an  ovcilap.  Thoro  aro  soino  tools, 
swccitic  tools,  wjiich  aro  iiu*ludod  in  tho  now  authority  for  FIIA,  M-hicli 
J  aiV  not  presently  available  to  EDA,  such  as  broad  insurance  authority, 
hwlns  for  other  than  iixed  assets,  and  other  powers.  I  would  like  to 
poiW  oi;t  that  these  vai'i/pus  si)ecific  tools  are  eoncerried — these  spe- 
oiliA  tools  could  be  included  in  any  existin<i:  pr()<j:raui,  I  suppose,  in- 
clud\n^j:  EDA \s,  to  the  extent  deenied  necessai-y,^         .  ^  . 

On  the  other  hand,  title  1  dops  not  seem  to  allow .^n-  research  or 
planning  <ri;ants.  It  could  be  changed  that  way,  EDA  already  does 
have  autlun'ity  hi  both  these  areas. 

'Passing  on  to  the  second  title,  the  rural  credit  title,  the  profyruni,  of 
coui^e,  does  a<rain  overlap  almost  entirely  wth  EDA's  functums,  not 
o^My  tlirou^^h  providnig  credit  to'^businesse^,  but  also  by  providing  in 
eliect  credit  terms  in  conjunction  with  the  interest  rate  subs^idies  |uul 
capital  au<r!rtt^'itation  <rninls,  which  would  act  as  a  substitute  foi^even 
oui*  fJublie  works  arrant  authority. 

Tlie  elFt^et  of  this,  I  believe,  would  be  to  provide  a  <reneral  assistance 
pr()<rrani  fehron^rh  rural  ai'cas  whirhi  in  overlapping;  EDA's  efforts, 
would  ha\Y  the  impact  of  dilutinjr  what  in  EI)A  is  a  pro^jram  in- 
tended to  Aoeiis  assistance.  Our  pro^^ram  is  desi^rued  to  seek  out  the 
areas  wherA assistance  is  juost  lu'cessarv,  or  ^where  assistance  can  the 
inost  eH'ecti\w  to  cure  problems  of  outnu<rration.  as  well  as  low  income 
41  nd  emphyynWnt  in  the, distric{s  where  we  operate.  A  <jreneral  pr()<rrain' 
of  a  Vullicicnt  scale,  i/  the  Federal  (lovernment  can  alFord  it,  would 
Avork  to  take  away  the  emj)hasis  that  the  EDA  ])r()<»:ram  can  provide. 

Yon  did  allade  earlier  to  that  seetion  on  j)a<jre  17,  section  oOii  of  t^tle 
1!  of  rhe})ill.  , 

We  also  have  a  similar  policy,  Ayhich  consists  of  polling  olher  Fed- 
eral a<ifencies  to  see,  whether  fr runts  and  assistance  are  available  in  the 
areas,  in  the  pro^rram  areas  where  we  opeijate.  The  o])erati()n  of  (hat 
system — and  we  believe  we  Ifave  tried  t«  do  as  ^ood  a  job  as  we 
can — has  been  criticized  as  bein^f  snn])ly  i)ii])raetical,  that  there  is  no 
way  without  operatin<r  <>n  a  year  timela^  basis  to  reallf^fijul  out  what 
is  aA*ai1able  and  what  isn't.  And,  theief(ij*e,  1  am  su<i!:<rt'stin*r"  that  the 
l)rovision  as  included  in  the1)ill  nuiy  itself  also  be  inert'ective — that  an 
overla])  may  iu)t  be  Avoided  by  that  provision. 

()n(^  last  thin<r.  I  would  like  to  p()int\)Ut  that  in  tern'is  of  oiu»  of  the 
tliin<xs  that  we  feel  We  accomplish,  is  not  just  to  <ret  out  money  into 
rural  America  but  also  to  attract  othei*  ])eople*s  nu)ney  into  rural 
America.  And,  in  that  connection,  I  would  like  to  ])oint  out  that  while 
we  have  made  an  aWre<>:ate  throii<rh  fiscal  1071,  for  instance,  of  over^ 
S'J()0  miJlion  of  loans  to  businesses,  we  have  attracted  an  a  <»:  or  re  (rate  of 
almost  i^'VM)  million.  Now,  I  <rrant  you  that  that  operation  nuiy  not  be 
<m  a  scale  that  is  ^!:oin<>:  to  save  all  of  rural  America,  but  I  think  it  does 
show  an  effective^  aspect  of  the  pro^rrnm  in  ti-yinix  to  do  what  yon  are 
tryiutr  to  do. 

Another  interest in<r  fact  is  that  while  we  luive  073  counties  Avhrcli 
are  desi^'-  lated  for  assi.^tance  and  as  T  say,  by  far.  nH)stly  ruial  coun- 
ties, we  1  ave  <rot  109  desi^ri^'itefl  nudticounty  district^^.  which  are  i*e- 
oeivin<r  pl.mnin<r  assistaiu'c.  And  T  don't  have  the  exact  fi<riires.  but 
my  <»:uess  is  that  there  will  be.  at  least,  an  additional  .'550  healthy  co\m- 
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tics  associated  with  tJiosc  of  our  rcdcvelopnuMit  areas  which  are  in- 
cluded in  the  district, 

S(5  sayiu<ri  1  am  now  of)cu"Tor  (juestions, 

Seiuitor  IlrMPiiKKV.  Very  ^ood. 
*  1  want  to  just  \  isit' with  \ ou  a  litth*  while  about  your' ^tatelllellt. 

I  lirst  waut  you  to  thinia<raiii  ahotit  what  you  ha\  ('  said  about  the 
•  special  revenue  sharin<r  rehitiii<r  to  rural  develo|>nient.  Huive  just  been 
^rianciii^  thn)U<rh  tlie  ()ri<rinal  uiessa<r<'  that  we  have  on  it.  And  it  pro- 
vides a  billion  one  Juuulred  y|l®^)n  dolhirs. 

M  r,  Bli  nt  Yes,  si  r.        \  *  ; 

Senator  IlrMi'UKKV.  Andwithout  ar<ruiu<r  about  the  fund,  wlu\her 
•it  is  $170  mil  lion  more  or  ^>(><)  million,  lets  say  a  little  over  a  billion 
,^  dollars,  of  which  ^*>0  million  is  tied  do\\  )i  to  the  Kxtensioii  Service. 
Mr.  l^i.i'NT.  Yes.'sir. 

Senator  IIx'MiMinKt.  It  al)oli>hes  no  ofliccs  or  no  a<jfencies,  all  th(* 
ollices  and  a<i:encies  are  intact.  -^"^^ 
^  Mr.  Bi,rNT.  If  I  nuiy  just  intellect  there,  it  would  ellectively  abolish 
KDA,  (»xcej)t  for  the  su|y)ort  of  our  I ndian' [>r()<r!'am,  because  it  takes 
all  of  our  appropriations  except  iuy  Iiuliau  jn'o^rrams  and  ])Uts  tbeui 
into  nu'jiJ  pro<rranis.  • 

Senator IIl'Mi>HiiKV.  J^ut  it  does  not  abolish  youi'  a^iency  noi*  your 
oilices.  nf)U  are  ther(>.  as  was  testifi(^d  to  here  i-ecently  by  the  rndei- 
Se<'!('tary  of  A<i:ricu1ture.  '  , 

Mr.  Hm  NT.  I  don't  want  to  d'fll'er  with  the  Tiuler  Secretary  of  Ajir-/ 
riculture,  but  I  think  "that  the  rural  development  i'e\(MiUe  shai'in<r  in 
f.u't  would  et!'ccti\ (^ly  aboli^sh  KDA  and  tith'  V  conunissions.  And  it 
provides  for  tlu'  coiitinued  .cxisteiu'c  of  the  Api)alacliian  IJc<rioiud 
^  "ommission,  but  only  at  the  sutreran{-e,  aiul  if  the  States  themselves 
want  to  su[)l)oi*t  it  with  revenu(*-sharin«r  fuuds. 

Seiuitor  Hi-MPTiKKV.  Let's  assiun(»  that  it  only  abolislu^d  the  oftic(^s. 
Do  yoji  really  think  that  (/()\-ernoi*s  aiut lenrislainres  at  the  locaMcvcl 
are'iroin<;  to  do  away  with  some  of  those  programs  like  the  forest  fii'c 
protection,  for  (Wample  ^  ^  ' 

'  Mr.  Hni  NT.  Well.  I  think  the  rationale,  one  of  the  I'ationales/)!'  re\ c- 
mie  sharin<r  is  that  those  i)ro^M'auis  nuiy  be  moi^  appi'opi'iatc  insouie 
*  ])laces  tiuui  otbei^,  an<l  tiuit  the  allocation  of  funds  wit hin. those  j)ro- 
o*f  Jims,  as  dictated  in  part  by  (\)n^i'(>ss  and  in-pai't  by  Y<*firs  oro\*erlay 
of  Federal  re<»uia^'ions  and  [)olici(»s.  is  not  necessai'ily  in  tune  with  the 
re.d  needs  that  exist.  And  in  t(M-ms  of  abolishina*  pro<:rams.  I  tliink  of 
the  sr)4:>  million,  oi*  whatever  it  is.  that  comes  from  A[)i)alachia.  title 
V  and  KDA-^iill  j)r()^rams  that  arc*  directed  toward  ]*ural  dcNclo])- 
ment.  I  am  not  su<r<restin<>:  that  the  funds  \V()uld  not  be  us(*(l  fo]'  that 
<rcnei*al  purpose — l)Ut  tiuw  could  1)(»  easily — but  1  tliiid<  the  (ioNcinor 
would  probablv  fe^'l  that  be  had  this  f1(»\il)ility  in  a  pi'actical  sense*  to 
emphj^size  -dirterent  things  within  the  rural  (lev(*lopnu'Ut  framewoi'k 
than  are  j)resently  emj)hasized  by  those  ])ro^ra]ns.  ForexampW,  EDA's 
futuls  are  lai<rely  di\'ided  anu)U<r  [)ul)lic  works  pro^i*ams  and  businc^ss 
loan  [)ro^rams.  I  am  not  su<rirestin<^  that — wt^ll.  it  is  ([uite  possible  I 
nntrht  decide  that  I  (h)n't-wMnt  to  make  any  busiiuNs  loans  or  con- 
versely to  make  any  more  public  woi'ks  projec^t's  of  the  kiiul  that  KDA- 
docs.  If  your  (pu'stion  is.  would  they  sto;})  d()in<r  what  KDA  is  doiu<r- 
I  thiidv  tlie  answei*  is  ])r()l)al)ly  no.  IxM^ause  in  most  States  ther(*  i^  a 
jrreat  need  for  it»  but  they  would  probably  do  it  a  ditl'erent  way.  TbeV 
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mi?''!!!  oiiidIk'  '/<»  Mn'  m-lit  iM-rt,  f.r         hm-jI^  (nk*-  tin'  fr-ul-  mv  ! 

ii-o  tlM'!:i  i^:  M  \'.  M\  t  h  it  ♦  \  V  ^  H'm  "I't  Pi^'i !i  \  i'r',;j.'  r<tlt  of  !  In  in  loj* 
''in  tail.  <\ 

Sm.jiffci'  Hi  MiiiiM.^.  \\i  1)11  i;\\*»rt  r,j'  !{.•»  |,!c(  thil  *  iu-  ^ '<  u'i;  =  - 

h  i    iilrt'Mt  1\' *'(':nif  iiori/<Mi  t !  Vp)/;  l;u*Mi;ui  ^  'iinMi  -  ^nn*  ' 
M\\  ]  if  I  \  J .          It  1-  up 

SlMiattfl"  II;  MI'Hli!:V.  Tin  \  (l(.fU'  -M,  l;|.t   lIu'M'  w       a  I 

it  will  })(*  dofu*  auaiit.  I'li''  \()ti'<  arc*  il  tin'  (  (>].;2ir  >. 
M»'.  Hi. I  ^  r.  Th-i'i     true  al.^o. 

Si'iiator  111  MrfiiM;v.  i  an^  imt  s:i vintr  In-t lu'^r  should  (u* -luMi^Hii't, 
hut  tho.-(»  iUi  the  i'arts. 

Mr.  Hli  N  r.  It  i<  also  tnu*      Kf)A.  I^it  if  rlu-  ri'Ncuu*  shaThiir 
islation  \<  a(l()j)t('tl,  l)(>th  oT  thoso  aut lif)rizat iou.s  woufH  \n*  uuanhKmI 
to  (-11(1  within  i]  inoutlis.  1  think,  of  tho  i-lioct i\ c  date  of  i.'\(Miu(» 
shariiiL^ 

Senator  Hi  .mimhu:v.  You  really  think  that  tlu'  s[)r('ial  imm  emi"  shar- 
ing- is  iroin;Lr  to  he  adopted''^ 

ilr. -^i^ni  N  r.  I^hopc  it©  is.  I  am  not  in  a  position  to  say. 

SiMiato]-  lIi  MiMiiiKV.  'I'hank  you,  i  noiirc  that  yon  s;;y:  "Wo  aio 
not  at  all  siii'c  that  rural  America  Km^uIi-i-^  a  inas.si\e  injection  of 
credit  in  any  form,  mueh  le>s  that  of  cUiother  Kedci'al  pro^naiu  oi- 
ministered  as  yi't  by  another  Ke(tera rimreaiieracy."  And  earli»*r  than 
that  1  l)elie\e  you'indieated  something;  to  the  etleet  that  there  was 
a{le(|uate  credit  fj)r  rural  Ame!'i«'a. 

Mr.  BiA  XT.  1  .sutr^e^ted  that  there  were  some  existing  programs 
which  provided  for  (*i*edit  structure. 

Senator  Hi  .ui'irin:v.  ''Kven  as  an'  interim  lUf'asure  for  tlie  time  Im- 
ioiv  the  enuetnuMit  of  nncnue  sharin^^,  we  would  oppose  the  hill — 
most  of  the  t(K)l.s  a'^hurized  by  the  hill  are  ah'eady  availahle  uiuku- 
other  Kederal  pro^a'ams."  Do  yon  think  that  rural  America  has  t^e 
credit  structure  that  it  needs  ^  ' 

Mw^Ua  XT.  As  I  said  whe^ii  I  read  my  sentenec^  1  {font  mean  what 
it  sounds  like,  a  categorical  stSjitement  to  set  myself  up  as  an  expei-t, 
and  1  am  sure  the  Department  of  A(j:riciiltnre  has  a  better  feel  for  th« 
overajl  })icture  than  p(M-haps  otluM'  Federal  a^^eiicies.  I  tlifnk  that  tlie 
comhiuatipn  of  cxistin^^  i)ro;:!:rams  provides  a  hir<re  source  of  credit 
and  credit  stimulation.  And  I  think  that  ivveimc  sharing  would  sup- 
plement that,  and  if  the  States  want  to  make  an  even  lar<rer  j)ro<rram 
or  perhaps^a  much  different  program,  they  could  do  so.  No  study  lias 
been  made  to  my  knowled;Nr(.  which  is  eoiiclusive  ^i'  even  compreheu-/ 
sive  enouiudi  to  be  int(M-preted  as  a  strong  statement  as  to  exactly  what 
the  credit;  fieeds-are,  or  whether  they  don't  vary  on  a  local,  district,  or 
State  basis.  And  I  think  a  Fedei'al  effort  to  inake  a  massive  infusi(m 
of  ciedit  directed  largely— althougli  the  credit  banks  that  woidd  be 
sot  up  are  decentralized— nev(U-thel(\^s  directed  largely  i><^M'(leral 
policy  f  tfiink  a  systemdike  that  has  not  .been  shown  date  to  be 
justified.  ^  ^ 

Senator  HrMrriRKY.  Do  you  think  the  present  system  is  .satisfactorv 
Afr.  Bi.rx'T.  Xo.  '       V  * 

Senator  irx-MiTinKv.  What  we  are  trvyig  to  do  is  fill  a  gai/!)etween 
what  we  see  working  and  what  we  see  not  working.  Xo\v,  let\  <ro  down 
'Hns'bankjug  structure  a  little  bit.  For  example  vou  have  i^uiiorted  that 
this  business  of  not  makmg  loans  where  ci-edit  is  available  elsewhere 
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is  uii  unw<)rkiibl/i>n)\'isiun.  Do  you  l:now  tliat  tlie  FjiniH'rs  Ilonio  Ad- 
iTiiiu>^trjaioa  has  bocu  workiujj:  in  tluit  jirea  lor  soiiu^  :>.">  or  40  rears, 
aii>l  it  Ims  liiMMi  working:  pretty  well  i  Thv  Vwnmh'i^  1  Ionic  AdiTiiiiistra- 
tioi-  h:is  limiti-l  functions.  It  ilenls  with  distrcssdl  fanu(;rs.  So  do  you. 
You  (l<*:il  \\\th  (li^tri'sscd  inM;])!^.  What  \\v  Jirc  (;ilkln<;  about  licrc  is 
nol  just  (lcMlin<z  ^vith  aivus  in  distress,  hut  we  arc  talkiuLT  nlxnit  a  hal- 
aut-e  I  national  .^n-owtli  policy  of,  l)o\v  can  y<HJ  huild  tlic  cconouiic  fab- 
ric of  rural  Anicri<'a  ns  well  as  the  social  fabric,  before  it  <rcts 
distressed. 

Now,  tlie  ED.V  is  primarily  related,  as  you  indicated,  to  072  <'oun- 
tiestliat  arc  (di^jibU' 'for  your  programs. 
Mr^BLrKT.  Yes,  sir. 

Senator  IlrMiuiKKY.  Those  are"" count  ies  iu  ^vliicli  there  is  substantial 
econoiujc  distress,  is  that  correct  i 
Mr.  Bli  nt.  Yes,  sir. 

Senator  IIi'MriiRKY.  How  uuicli  funds  do  you  Inive  for  OTii  countries  ? 
Mr.  Bri'XT.  On  an  annual  basis  i 
Senator  III  MiMiKKY.  Yes. 

Mr.  lii.i'NT.  In  the  neif?hborlu)od  of  $Li.*>0  uiillicm  in  ])ro^i:rain  funds. 
N  Senator  ITt  MPiiKEY,  million.- We  are  asking  for  $1^50  iujj]i(m 

for  Lockheed,  for  one  company.  And  von  ]nive^<;ot  07ii  counties,  ^'J'M) 
million.  Witli  all  due  resjiect,  $^t)  million  of  that  is  really  for  what 
you  call  distressed  industries,  is  that  correct,  distres.sed  areas? 

Mr.  BLrvr.  Well,  $50  million  is  available  for  business  loans? 

Senator  HfMPiiREY.  Business  loans. 

Mr.  BiA'XT.  The  intent  hi  the  use  of  that  money  is  to  attract  ])usi- 
nesses  intn  the  ivtea.  -  ^.-^ 

Senator  Ilr mpIiuey.  Into  disitressed  areas  ? 

Mr.  BixxT.  It  is  also  used  to  attract  businesses  into  growth  areas 
which  we  designate  which  are  healthy. 

Senator  Ilf  MrnHKY.  I  was  over  to  your  agency  about  an  area  iu  my 
State  which  is  both  distressed  and  depressed,  and  totally,  may  I  say, 
without  ecouonitc  life,  i>ujess  we  can  get  something  piuiiped  into  it. 
.-.Vnclyou  don't  have  any  jnpney.  That  money  is  all  gone,  that  $50  mil- 
lion, that  isn't  even  tips^in  this  economyj  $50  million.  I  think  you. 
ought  to  have  much  more.  I  am  not  blaming  you  for  not  getting  it, 
but  you  have  got  $230  million  to  doV  with  for  97:^  (^omities  across  the 
United  States.  Do  you  think  that  fills  the  credit  ^need  for  economic 
distress  ? 

Mr.  Bluxt.  I  don't  presume  to  say  that  EDA  itself  witji  $230  uiil-^ 
lion  or  less  is  going  to  nave  that  substifntial  and  significanf  an  impact  . 
♦  on  the  overall  problems  of  the  country.  I  think  two  things.  In  the  first 
place,  it.  is  combined  with  other  Federal  programs  that  expended  a 
great  deal  more  money  in  these  areas.  And  EDA  is  able  to  focus  on 
particular  areas,  and  sometimes  particularly  through  its  district  pro- 
gram^ to  get  other  Federal  agencies  to  focus  in  those  areas. 

Ajiother  thing  is  that  the  funds  tliat  we  spend  we  try  to  spend  is,  in 
effect,  what  you  might  call  seed  money  or  starting  money.  We  try  to 
get  going  an  economic  process  that  increases  the  tax  base  and  attracts 
other  industries  without  any  Federal  assistance,  and,  probably  one  of 
the  most  important  things,  motivates  the  people  in  the  community 
and  in  the  multicouiity  district  to  know  what  their  problems  are  and 
care  what  they  are  arid  work  themselves.  And  we  have  found  a  great 
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(leal  of  satisfactory  activity  in  multicoiinty  districts  wliich  we  Imvoift 
even  be^i  able  to  make  planiiing  ^a-aiits  to  just  by  or^^aniziiig  tlioni, 
anciVottino:  tiicn)  to  otiior  FcdiM'al  a^oiicies  tiiat  pcriiaps  liave  iield  out, 
ami  tins  sort  of  tiling. 

So  I  tliink  \\c  ^ct  a  lot  foi*  oui'  money-;  hut  I  cci  tainl^*  caiTt  say  tliat 
\vc  provicic  tiu'  backbone  of  the  Anu-^ricau  credit  system  for  rural 
Americti. 

Senator  Ilr^u'iiiiKY.  Do  you  know  any  place  in  any  of  tliose  otiier 
a;;eneies  of  tlie  (iovernnu^nt  where  tiu-re  is  sonu^thing  that  you  would 
caih  for  example,  a  lural  enterprise  aiul  conjmilnity  developnieiit~ 
a(hninist ration  ^  Wluit  we  are  talkiii<r  about  here  is  (*oiu-enti-ation  upon 
rural  AnuM'ica.  \Ve  have  the  Small  business  Administration,  we  have 
KDA,  we  iuive  HUD  pro^j^rams.  W'lien  tlui  ^aab  is  on  for  tiie  limited 
anu)imt  of  money,  do  you  think  that  tli^s-nuill  town  rural  America  gets 
its  share  ^  >  . 

Mr.  ni.rxT.  \Vell,  I  tiiink  lirDj)robal)ly  deserves  a  little  im)i-e  credit 
tlian  it  get>  in  thi.s  area.  1  can  ihmk  of  a  town,  Livingston,  Ala.  - 

Senatoi*  Hi  MenicKY.  Don't  gi\ c  nu'  a  specific  instance,  give  me  the 
per<-e*ntage  of  the  tot^il  amount  of  towiis. 

Mr.  Bia  NT.  P don't  kru)\y. 

Senatoi-  Hr mimikkv.  The  jxM'centage  is  \'ei'y  small;  we  ai-e  going  to 
get  thc,e.va<'t  percentage.  Forty  i>ercent  of  the  j)Oi)n]ation  in  tliis  coun- 
try li\('->  in  towns  under  ;ir),(H)0:  the  entire  Tniited  States^  U)  percent* 
And  I  \ent\ii('  to  say  tliat  thei'e  isn't  U)  j)ei'cent  of  the  a[)proj)i*iat ions 
that*  go  tonowiu^  under  .'>.\(H)()  of  those  relief  a[ij)roi)riations  or  emer- 
ge nc\  a])j)i'oj)riations  that  wcget." 

Voii  take  a  look  liei-e.  Tith*  I  is  the  Farmei's  Home  Admini-it i-at ion 
e\pan<led  to  do  the  veiVthing  that  you  said  was  necessary,  and  other 
witnesses,  nanu'ly,  t<)  try  >(>  build  the  in f rast met ure.  Title  II  over  heie 
is  strii'tly  a  baidxing  opcM'ation.  and  is  not  a  Federal  bureaucracy  any 
moretlian  tlu*  Farm  Credit  Administration  is  a  Federal  bureaucracy — 
it  is  built  -on  the  .same  principles,  where  tlu*  borrowers  ami  tlu»  us<m'.s 
will  ultinuitely  own  it.  The  oidy  ditrerenee  is  that  wc  re([Mire  that 
thos(?  headcpia Inters  ollices  and  those  regional  bank  oflices  }h»  in  I'ural 
areas.  recpiire  that  those  persons  who  .ser\'e  on  those  boards  1h'  r'ural 
peo])le.  recpiii'e  that  they  work  with  lo<*al  governnuMit.  And  we 
recpiirt-  that  every  loan  be  a  pai't  of  a  plan  designed  at  the  local  level 
and  adininistei'ed  by  local  peo[)le  within  the  \"ision  of  the  local  x'oni- 
iii'inily.  think  that  we  lunc'not  creat(*d  a  new  bureaucracv.  Asa 
nuittei'  of  fact,  thorejs  a  consolidation,  we  have  st renirtluMU'd.  may  I 
say.  th(»  ollir(»sof  the  Faiinei's  Honu'  Administration.  So  tiuit  you  can 
j>hase  them  togetiu'r.  AVe  use  hx^al  b{iid\S.  We  use  local  nudticonnty 
ollices  as  liiuuu^e  agenci<'S  for  the  tinancing  of  conuuunity  develoj)- 
ment  ami  what  the  regional  baidc  does,  in  a  sense,  is  tf)  buy  the  ])apei- 
from  local  tinance  inst it\itions.  We  let  local  ])eo])le  make  tiu'  decisions 
as  to  tiu'  loans  that  are  going  to  he  made  what  the  banking  structure 
does  is  to  S(h'  Io  it,  like  Fannie  Afae.  for  example,  sees  to  it  that  sonu'  * 
of  the  ho\ising  [)apei'  is  bought  u]).  AAMuU  our  banking  structure  does 
in  sul)Stan('(»  is  to  see  to  it  that  moiu'vs  are  loaned  out  at  a  local  level 
for  local  d(»velopment  within  a  local  planninii:  concept.  Tiu*  regioi^al 
bank  nudces  it  possible  for*  those  loans  to  be  discounted,  for  the  pa])er 
to  Im»  pnr<'liased,  so  that  your  local  agency  can  <lo  its  job  of  pro\-iding 
capital  assis;taiu'e  for  local  government  and  foi'  [)rivate  industry. 
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^  Now,  tlie  (Milv  snl)SMlics  involve^  are  tho  siil)si(liofe  similar  to  tliose 
made  availul)to' nndor  tax^oxompt  IkhuIs.  Iiv  otlior  words,  to  <rot  a 
l)usin('ss  ostal)lislu'd  wt'  look  upon  tiiis  as  supi)itMnontal  to  ov^Mwrhin^r 
<'is<'  tiiat  \\v  aro  (loin«r.  Tlie  tnith  is  tiiat  we  iiavo  i)een  pH)yHlin«r 
(•ou«rli  drops  to  the  j|^)atient  wiien  lie  needs  substantial  anti-infection 
vitamins,  so  to  si)eaU.       .  ... 

1  will  «rive  yon  an  example.  I  am  a  phai'macist  hy  oiM^inal  traininir. 
If  vou  <:[vv  ix  mnn  i^j.OiM)  ^jnits  of  penieilliiT  when  he  has  <r()t  an  infee- 
tioii,  vou  woidd  he  better  ott  if  yon  ^nive  him  a  packa;re  of  spearniint 
ehewin<r  ^mu,  InVause  it  tastes  l)etteiMind  it  will  do  just  as  nnieh  «roo<l. 
Wluit  we  have  l)een  doin<r  mider  those  Kedei'al  i)ro^M-ams,  we  have  \nyn 
;rivin«r  them  'io.OOO  units  of  i)enieiHin  when  they  needed  TjOOJMM)  nnits. 
Aiul  that  is  why  tlu'  pro^^rams  frecjuently  haven't  \Yorked.  We  come 
in  with  a  little  old  (•()U<rh  droj)  when  they  need  some  massive;  dosa^^e. 
And  wliat  we  are  j)r()\idin<r  for  is  a  lin.e  of  credit  that  <rives  two 
thin<rs  which  you  can't  <rive,  t1ie  lar<ri#  amounts  of  money  that  are 
iicedc<l,  aiid  contimuity.  You  don't  know  nv^t  year  whether  you  are 
<roinir  to  have  any  mouev.  If  yon^  are  *roin<r  to  start  uj)  a  l>usiness. 
and  vou  <ivt  a  loaiu  yoijKiion't  know  whether  the  ('on<rress  is  «r<jin;r  to 
<ri\o*y()ii  any  money  the  next  year.  Or  they  nuiy  <rive  you  half  as 
nnii'lL  So,  you  have  hel[)ed  a  fellow  <ret  started  u[),,l>ut  if  he  needs 
'  fuithi-r  (.ypitaj,  and  eomes  i)ack  to  you  to  secure  it.  and  yo(i  Iuiac  to 
^-t^-^-  rui  sori-y,  ew'rythin^^ 'has  cJian<re(l,  we  have  a  new  chaiwifan  of 
the  ronunittee,  or  a  men^ber  *rot  an*rry.  or  sonH'thjfT*r  went  wron^r- . 
but  we  didn't  «rt't  4he  money,  llo  can't  |am  a  l)usino.ss  tJiat  way.  Xhat'fi 
wliy  we  want  to  estjrf>Ksfi  this jiank.  A\  t,'  i^et  up  the  l)ank  for  coopera-. 
tives, -tiu'  Fe<leral  land  l)ank,  tlie  Farm  Credit  Administration,  the 
I'^^'A's,  and  they  all  ]iav(*  worked.  And  we  say  that  for  rural  com- 
nuinity  developnuMit  w'v  lu^ed  the  .same  sort  of  structure.  That  is  what 
we  arc  really  say in<r.  ' 

NoNVjJJie  nuts  and  bolts  of  our  new  i)ank  structur(*-ma^*  not  be  ri«rhf. 
*     I  tlpftK\ve  have  to  watch  out  tluit  we  don't  duplicate  I  am  worried 
about  all  tliis  extra  pei-sonnel,  tliiy  business  of  building  oflices  and  all 
tliat.  AW  want  to  mmimi/e  that.  And  that      where  we  need  counsel 
and  advice. 

But  1  luive  to  take  sharp  exception  to  vour  testimony  wlien  you  .say 
that  yt)iu^l)eli(ive  that  tlie  larm  credit  neells  of  our  couii„try  will  be  able 
to  be  fulfilled  by  existing  a^^eiu'ies.  If  they  are,  then  lot  of  people 
in  tliis  (fovenunent  on^ht  to  l)e  Jired.  Because  if  they  are  availal)le, 
thea  wliy  haven't  they  l)een  doin<r  their  jol)  i 

I  think  you  try  to  do  a  good  job.  I  think  you  personally  and  your 
agency  tries  to  (lo*a  good  job.  Bnt  aftei'  all,  you  can't  do  any  more  of  a 
jol)  tlian  tlie  funds  that  you  have  got  to  do  it  with  orijthe  authority  that 
you  have.  And  the  real  truth  of  tlie  matter  is  that  most  of  the  time 
^'luiven't  had  fmuls.  We  still  don't  have  them. 

And  wliat  we  are  trying  to  do  is  to  go  into  other  money  markets  — 
or  as  you  said,  attract  other  ])eopl^s  moiU'V  into  riu-al  Ameriea.  This 
l)ank  depeiuls  for  most  of  its  linancing  on  the^money  inarkeT>It  means 
(hat  we  can  go  to  California  or  New  \  ork  to  provide  the  capital  of  this 
l)ahk,  in  stock  issue^^^tttid  bonds,  to  at  trad  money  from  tho.s(^  markets 
to  Oklahoma,  Mii|mesota,  Alabanuij  Kan.sas,  and  Nebraska.  It  raises 
tlie  lion's  share  of  its  capital  -  -v/hat  is  the  percentage  that  we  rai^e  out- 
side, John? 


Mr.  ,f()ffx  HaIcui  ( roiisiiltaiit  to  tin*  .sulxoMiinittco).  All  of  the  Io  ki^ 
would  1)0  made  from  money  raised  in  the  eentral  niarket  from  the  sale 
of  bonds  or  debentures.  ' 

Se^iator  IJi'MiMiUK^.  So  that  is  win  le  ^\y  ;ret  oni'  loan  eai)ital.  with 
^  the  exeeplion  of  the  oriiru.al  eajjital  sLo(*lv,  whieli  the  Kedeial 

ernmentywill  i)nt  uj)  a  maximmn  ofs^i^on  nullion  a  year  o\er*  a  l<i-  ^ 
year  i)erio(h  wliieh  is  tlie  Federal  (iovi-rmeiit  imeMtnu'nt,  all  of  \\  jiieir 
wiJl  he  paid  k  r  lc.     v  <ro  intoilie  money  niarket  to  vai>e  our  eaf)ilal. 
\  to  take  money  from  the  bio;  money  markets,  and  to  put  it  into  rural 

•  Aiuerira. 

Xo>v,  I  will  never  forget  my  experience  as  a  yonn<:  man.  We  I'an  ^ 
an  ijid(^i)en(lent'istj)re.  K\ery  dollar  llie  Iluniplirey's  dru^jstore  eMT 
inad(^  was  from  Huron,  S.  Dak.  We  were  a  famdy  l)iisiness,  and  we  d(»- 
poaitod  onr  money  ri^rlit  there  in  the  Xorlliwest  Secnrity  Bank.  And 
wo  ke])t  our  money  theie;  wliat  Ijttle  profit  we  nuule/it  was  rein- 
vested there.  Hnt  with  all  (Uie  det'erenee  to  my  friends.  Wool  worth  s, 
Kresge'saitdMont^roTiiery  Ward,  the V  didn't  leave  their  mone\  there  - 
'  •  -  I'm  not  tryino;  to  scold  them— tliey  deposited  it  there  for  a  few  weeks, 
and  then  it  was  shij^ped'out  to  tlieir  cent  nil  banks.  • 

I  want  to  ^et  somebocl}'  to  get  the  monVy  that  i^s^KTrmall v  shi])[><Ml 
ont  <)f  a  eominij^nity  slui)fHMl  back  into  tlie  ex)mmnnitv.  And  the  way 
yon  do  that  is  by  <;^>rno;  ont  ar^l  selling  debentnres  and  honds  to  attrac't 
money  for  loan -p'nrfjoses.  And  this  is  wliat  >ve  thiiik  this  bank  will  do, 
which  KT>A  doesn't  do  in  suftielejit  (jnantity  KDA  takes  Fedei*al 
.  funds — tax  fmids,  by  the  way—  and  makes  theni  available  fo:  j)n!*[u.>es 
ofo:rants  and  Joans. ^  - 

Xow,  T  have  snpportoltl  tliat.  lint  T  nnist  say  tliat  J  think  we  will 
never  ^ct  eiiouofh  tax  funds  for  purposes  of  rural  America's  (h'veloj)- 
ment.  We  have  to  tap  the  money  markets.  And  that  is  wluit  we  ho[)e 
to  do  in  this  ba-rikinfjr  strncturo. 

So  I  wish  tliat  you  wonfd  take  a  look  ajrain — unless  you  basically 
disa^ree-|-to  determine  if  there  is  siiflTicient  credit  for  rural  Amerijca. 
If  we  areV)n  the  opposite  side  of  the  post — and  you  nuiy  believe  that — 
you  nuist  ^^rove-it  to  me.  Because  thy  people  1  talk  to  say  that  is  not 
tlu'  case.  \ 

Mr.  Hellniim. 

Senator  BKiJ^jroN-.  Thank  y(m,  Afr.  Chai  rman. 

Mr.  Blunt,  h»t  me  ask  you  a  few  questions,  it  is  almost  12 

Can  vou  tell  nu»  how  many  unfilled  fipplications  EDA  carried  over 

from  July  1, 1971? 

Mr.  BiA'^^T.  Tn  wfiat  arVa*  public  works  or  busiru'ss  loans ^ 
Seruitor  Bkij^mox.  In  loans  ami  works  amd  ^rrants,  the  whole  (i(»ld,  all 

of  it.  ^ 

Mr.  Bi.rxT.  T  believe  around  $00  million  in  publics  works.  T  am  not 
sure  of  the  ;umiber  of  applications.  ^ 

Senator  Bkij.mon'.  #()t)  million  for  puhUc  works. 

Mr.  Bt.ttnt.  I  don't  kTiow  w'hat  it  would  be  in  business  loans,  but 
what  I  would  prefer  to  do.  if  it  is  all  rij^ht  with  you,  is  ^«:ive  yon  these 
fipiVes  afterward  for  the  record.  Because  T  am  not  familiar  with  them. 

Senator  Bkllmox.  I  would  appreciate  it.  T  think  it  would  be  valu- 
able for  the  committee  to  have  it,  for  alb  across  the  coimtry.  1  would 
like  to  know  how  far  the  Conirress  is  (*omin^  short  of  meeting;  the 
demand  for  funds  for  rural. development. 

(The  information  is  as  follows:) 
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KKV  <  jirri«Ml  over  from  llsi  al^<»ar  lU7l  to  li><  al  year  1!>T2  \Uv  follfm  iu^^ 
ai)pli<'ntinn.s : 

|Otj)lor  amounts  in  miittonsl 

•                          1  ■ 

NumbiTof  Total  dollar 

applicg-  amount 

Program                                                                                              trans  requested 

PuNic/wks  .  1?6  . 

Business  lojns  .    .                                 -  ?6  29,  6 

Tccho'cai  assistance  ...  71  b.  16 

Piannt.ig  arants  !o  rcdovolopment  areas                                     , .    -   0) 

J  None.  ' 
Whh  n's[)(M't  to  i»laiiiiln^  ^nuits  to  luvilti  covuity  Kcunomic  I (»lo|»in<'nt  Dis- 
trU't^,  KDA  <loes  not  aerojet  ai)plic*atl<>ns  for  asHiHtanfH'  unleSH  adtMiuate  fiind8 
an*  .  V'nljiil«».  H  )\\ev('r.  at  thr  rioM*  of  FV  l'.»71,  <iU  multi-<'ounty  aroas.have  l>een 
aarhorizetl  to  j-ocoiv^'  pliinnin;?  asHlstanco,  as  soon  as  a(l<»quate  funds'are  made 
availald(»  to  KDA.  JO  DA  i»lannin;r  jrrants  avt'raj^t^  ^oii.itOO:  thus,  t.ho  a^Kregate 
amount  n**»'d('d  to  fuii<!  such  niulti-^  ounty  areas  would  be  ^l.T)  million,  ^ 

Sir.  Rrj'NT.  Well,  in  vindci'Standin*]:  our  l>arkl'ofi:s  one  tldnnf  otight  to 
he  ki»|)t  in  Niind,  and  that  is  that  onr'policy  is  not  to  encourage  poophi 
to  1)0  di^coura^jod.  In  other  wor^s,  a  backlo^i  may  or  may  not  be  an 
accurate  reflection,  because  if  wc  don't  think  we  have  the  funds,  we. 
don't  encoura^^e  someone  to  snbmk  an  ajmli/'ation  and  wait  JUyears 
until  thev  can  ;^ot  them.  So  with  that  res(M-vation  I  will  be  luippv  to 
doit,      *  ^ 

Senator  Bfxlmon.  In  other  words,  the  fi;rure  you  will  ^ive  us  w^ll^ 
be  a  conservative  figure  <  ^ 

Mr.  Hm:xt.  It  could  be,  yes,  dependin^r  on  the  activity  which  might 
liuve  existed  in  tlie  field  if  we  didn't  have  this  policy. 

Semitnr  Bkm.mox.  T  am  of  the  opinion  that  there  arc  more  than  $00 
million  in  applications  pendin;;  in  Oklahcmia,  at  least  we  luive  that 
many  pendin<r  in  our  office,  if  they  haven't  reached  \<)u  they  a^-e  on 
their  wav.  ^ 

Another  ])oint  T  would  like  to  make  is,  do  you  think  there  is  a  chance 
that  EDA  will  ever  ^jet  all  the  money  it  needs  to  properly  service  those 
api)lications? 

Mr.  Bmtnt.  I  think,  looking:  at  EDA  as  a  specific  ajrency— and  1 
think  the  same  thin^^  -would  hold  true  with  the  new  proposal,  the 
Federal  Farm  ('redit— has  to  be  looked  at  in  the  context  of  the  entire 
bud^ret.  And  it  is  ^iwd  for  me  to  try  to  predict  what  portion  of  that 
mT^rht  iso  for  EDA\s  contribution  to  rural  development  or  the  A/jri- 
cultuV  Department,  or  all  the  otlier  Federal  agencies.  I  think  it  is 
saf»'  t()^av  that  we  will  never  have  enough  money  to  solve  the  coun- 
try problems  in  rural  America.  And  it  doesn't  eve»niat(er  how  much 
m*'>uey  the  farm  credit  system  had,  ])ecause  I  am  afraid  the  problem 
isiroinirtobe  with  ustoa  certain  extent  all  tlietime, 

Sonjuor  RKLr.M(.v.  The  point  has  been  made  that  the  Congress 
dotsn't  ha ve^ enough  mone)|\  D(uyou  believe  then*  is  a  ne(»d  to  attract 
ni^'re  privii^  funds  into  rural  devcTlopment  ?  -j 

Mr.  \h^w>^'v.  Yes.  . 

Senator  Rkllmon.  Do  you  liave  anotlnu*  idea  how  we  can  do  it?  T 
think  this  is  what  (he  committee  is  after.  If  yon  don't  like  this 
approach  w- 
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^  Mr,  lii.rxT.  I  think,  to  l)5n'k  ta^t'hc  siHM'ial  rcviMMic  >harin<r.  and 
'  l)iittiii<r  aside  tlie  amount  of  rnoiu'V  tliat  is  in  rural  (Ii'V('h)i)nu'nt  ri'\(«» 

inic.  sliariii<x    btM'aus(»  honn   I  am  talFciu<r  about  dollars,  which  is  jm 

arbitrary  li<«fur(' 

Senator  Hkij.mon.  l>ut  that  is  (Mi-ry  bit  tax  money.  And  (•han<rini; 
thetith"  of  it  isu*t  ^oin<r  to  iiierease  tlie  amount. 

Mr.  Hi. I  sr.  is  Tax  money,  but  in  States^Ncw  York  State,  for 
iji>ta''n<'e,  has  an  urban  deN*eh)|)ment  ('or|)()i'atioii  which  oj)erates  not 
oidy  in  Xcnn*  ^^)rk  City,  but  also  in  small  ur  ban  areas,  ^vhich  has  a 
I'uised  J^L!:>t) odd  million  in  a  bond  issue,  which  I  belie\'e^  was  <ruaran- 
teed  by  the  State,  and  usim!  the  same  kijid  of  lev(M'a<re  de\'iceA*ou  are 
talkin<r  about  here.  .Vnd  I  think  with  rural  (h'\'eh)|)nu'nt  funds  Hie 
State  it:5elf  couhl  <ruarant(T  tire  basic  capital  n(»ce.s?-ary  t(\<ret  a  <'re(lit 
^.^v,*' insfitut  ion  <roin<r  in  tjie  State,  '  / 

Senator  JU:rj.M(>N.  You  liave  testihed  in  o|)l)o>ition  to  another  Fed- 
eral  bureaucvacy,  and  now  you  ar(»  talkin<r  about  a  State  bureauc- 
racy, r>n  State  de\ clopment  banks. 

Ml'.  Br.x  NT.  Most  States  have  develoi)ment  etloi'ts  on<roijj<r  at  the  . 
|)res<'nt  time.  My  <ruess  is  that  it  M-ouhhrt  .so  much  create  newer  bu- 
I'eauVracies  in  the  State  as  it  woidd  redirect  some  of  their'  elfor'ts,  i\jkd  \ 
niaybe  in  rminy  St.ates  sni)|)lement  etl'orts  tluit  are  alr-eady  jroin^  ori.  ^ 

Senator  Hi  i  i.mun.  I  \\()u!d  lik(»  also  to  comment  on  your*  statement 
.  'ori  pa^re  i2  where  you  ^ay :  "Althou^rli  this  bnan<'in<r  i"^  a\aihd)le  ordy 
in  df*si(rn;it(Ml  nMl(»N  (dopuuMit  ai'ea>,  those  ai'e  th(>  ai'eas  in  fact  \*.  hei'e 
t  he  |)robhMn>  a I'e  most  acute."  ( )ur'  in foi'nud ion  is  ami  you  ha\  e  test  i- 
fied  thtit  of  the  H )^-ount ies  in  th(»  country,  '.»7:i  ai'{»  KDA  eouiitie-. 
So  this  means  that  ^vell  ovei'  2,(MM)  counties  do  not  ha\i»  KDA  pro 
^r'iims  a\ailable.  In  tlu»  Stat(»  of  Oklaliorfia  W(»  luni*  TTcomitie-,  aiu! 
;>()of  tiios<'  counti(>s  ar-e  comitie>.  And  that  is  in  all  tlie  dilfeii'iit  • 

cate<rories.  Now,  my  point  is  that  I  think  th(»  {Um^^iv^i^  is  makin.r  a 
mistake  If  it  -it-  on  its  hand-  and  waits  until  a  <'ounty  <»'et^^  in  ti'ouble 
bt'f(U*e  it  maki    tool-  aNailabh*  for  that  courity  to  h(»lp  itself. 

I  am  r(Mnindi>d' of  my  father.  A\*h(»n  I  w  as  <iro\\  i]ior  u])  \\c  n-ed  to 
raise  our  own  potatoes  and  sloi-e  fluMu  in  the  celhir  umlei'  the*  house. 
Ami  e\-ery  w(»(>k(»nd  it  was  our  job  to  <r<»  down  and  sort  the  [)ota(o(^-. 
We  to<)k  the  ba<l  ones  out  ami  mother  cooked  tiiem,  the  one-  that  • 
wcr'e, about  to  s*j)oil.  If  we  had  thi'owii  rheni  away  we  couhl  l»a\(» 
eaten  <jfood  ])otatoes  all  m  inttu*. 

.\nd  that  is  what  we  do  hei*(»  W(»  wait  until  the  county  <>'oc>  sour, 
and  then  .say,  ''AA'i*  ar'(»  <roin<r  to  yon." 

Mr.  Hm  ai*e  also  corH»(M*n(»d  witli  when  you  atta<-k  tlu;  proli- 

lem.  And  w(»  are  not  infiu-e.sted  in  losin^^  <j:ood  potatoes. 

Senator  Hki.i.mon.  Are  you  conciM'ned  w  rth  preAentin<r  pi'oblcms^ 

Mr*.  Hi.i  \  Well,  yes.  .Vml  we  ]ia\  e  worked  on  ci  it(M'ia  to  try  to  ' 
dev(»lo])  w  ays  of  show  in<r  w  hen  a  p'ac(»  is  «roin<r  to  b(»  in  ti'ouhl(\  .And 
it  is  not  an  easy  job.  Hut  the  problem  that  we  face*,  on  th(»  othei* 
Inind  -and  I  think  one  of  the  pi-oblems  witli  the  pr'o[)ose(l  hill  is  th(» 
alter-natiN-e,  the  trenuMidons  expendit  ur'(»  of  res()Ui'ces  e\'(»ry  w  Ium  (»  in 
the  ho])e  tliat  yon  ;  re  c;!chin  ;  phiM  s  w*i  v  ie  jn'ohlci  js  aic*<roin^*  to 
exist.  And  I  tldnk^hnt  trying-  (o  idiMitify  th(»  specific  localities  al- 
thou^rh  tliis-may  be  \  ery  dillieult  isnij  avenu(M)f  approach  that  ouixht 
to  b(»  looked  into.  'Ami  I  caiTt  say  we  ha\'e  succ(>.ss fully  come  up  with 
a  ma^ric  foi'rmda,  1  remember  one  desitrnaticni  criter*-ia  that  we  de- 
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vt^loiHMl  fur  tiiuliii^r  plarrs  tliat  wiv  ^roinnr  to  1)0  in  troiiblo,  and  we 
(M)(1(m1  uf)  witli  a  lot  of  placos  tliat  looked  like  tliey  wre  <rom^^  to  Ix^ 
in  tronUle  n<  wcl^as  Westrho^ter  ('onntv  and  MoiU^r^'nuM-y  County  or 
<oiu(*tiiin</  like  tJvM.  It  is  not  eti<y  to  <lo\ek)|)  tho  .TitiM-ia,  hut  I  tlitnk 
it  is  soinrtlriuix  as  an  altiM'natiM'  that  oUL^it  to  1h'  cxpljucd. 

Senator  Hkllmon.  l.ct  UK^say  tljat  it  tloesn't  make  a  hit  of  ditference  If^ 
if  the  area  is  in  trouble  or  doiuV^  well,  if  we  can  i)h)\  ide  rural  (Welop 
nient,  rural  oi>i)ortunit v,  this  is  in  the  heM  interest  of  not  onV  the      -  ^ 
rural  areas  hut  New  York  (^ity  a^  well.  You  don't  need  anyJ|inon' 
])eople  in  New  York  (^ity,  I  think  yon  wouUl  a^nve.  And  if       eould  • 
do  soni(»thin^^  to  attraet' some  \of  t'hoM'  hack  \\her(>  they  eouie  from 
I  think  vou  would  |)ri)hahly  u{)|)ro\>  of  this.  -  ' 

Mr.  HiJ  vr.  As  you  k»Jow,  that  \\  as  one  of  th(»  ori<j:inal  intentions 
of  oiU*  l(*jrV^h^tive  authority. 

Senator  Hh;i  i.Mox/'^f  hy  do  you  suppose  you  hav  en't  <uc('ee(U»d  ^ 
Mr.  Hr.i'NT.  AVellJ  thiiik  then*  are  a  lot  of  I'eavons 
Senator  HtllmoN.  Have  you  looked  at  the  reci^nt.  census  ^  Do  you 
know  iiow  hadlv  ^()U  di<l  ^ 

Mr.  lii.rNT.  One  is  resoure(»H,  >^i>:>()  niiiruin,  as  th(»  ehairman  ponit(Ml 
out    -  '  . 

Senator  [ii:r.i.Mo\.  Here  is  a  chance  to  ;ret  a  lot  of  pi'ivate  rosoui'(»(»s 
into  this  ai  ea.  .  r  i  •  i  i 

All'.  lU.r.NT.  I  think  thei-e  art*  a  lot  <)f  otlu»r  rt^asons  too.  I  think  nntd  ^ 
the  last  ft»w  V(»ars  the  cities  have  appeai'(»d  to  hav^»  had  attractions  to  f\ 
people  r4^fziir(l](;j/s  of  theii*  oM'U  rationale  that  fiavt*  (h•a^vn  them  away. 

Senator  Hi  t.i.\ro\.  ( )n  that  point,  have  you  sctMi  tlu»  studi(»s  that  lia\  c 
shown  that  somethin^^  over  tiO  pei'cent  of  tlu>  ])e()])h»  in  this  couutiw 
pi'cd'er  to  live  in  I'ural  areas  or  small  towns  ^  Tin*  cities  have  only  om» 
attraction,  and  that  is  income.  "  ■ 

Mr.  WiA  NT.  K\ce[>t  that  ]ohs  have  neN'tu*  exist(»d  foi'  most  of  tlu» 
peo])le  in  Xew  York  City.  Tlie  um'mploynuMit  ratt*  in  New  Yoi'k  City 
in  th(»  poor  ai-cas  has  always  been  extrt^mely  hiirh. 

ScMiator  Hi.LLMoN.  Hut  N.ew  Yorkt'ity  has  V(M'y  bi-oad  welfare  ])ro- 
*rrams,  as  I  am  sure*  (lovei'uor  Kockefellei'  wo»dd  test  if  v. 

Mr.  Hm  NT.  [  am  not  <roin<r  to  comment  on  the  New  Yoi'k  welfare* 
situation. 

^Senator  Hki  lmon.  Hut  the  people  on  wtdfai-e  would  much  [)i'efer  to^ 
earn  tlu'ii-  livings  in  the  rui'al  areas  where  they  came  fiom,  don't  you' 
a^^ree^  ^  4  . 

Mr.  Hi.rNT.  1  (h)  anrn»(».  .  )  ^ 

S(»nator  Hkij.mon.  I  would  like  to  say  in  contdusion  that  I  think  the 
aibninist ration  has  made  a  serious  mistaki*.  \V(»  havt»  lufd  two  witnesses 
\ip  hei-e,  and  both  of  you  have  testilied  that  this  is  a  bad  (k'al  hut  neither 
of  you  have  come  up  wit"h  a  positive  a})})i'oaeh  sayin^r  that  the  con- 
trary. Is  ti'ue  and  we  would  like  to  su<r;Lrest  that  you  about  it  this 
.iS^JV-t  think  tlic  way  you  anv;Lroin<r  id)out  it  isn't  ade^uite.  T  think 
:  iVis;^,fil'i'r('ly  wron^r  for  the  administration  to  sit  l)a(*k  and  say.  ''We  will 
"trfke  the  sanu*  money  and  call  foi*  revenue  sharinjr  and  pass  it  out  in  a 
different  way,  ami  we  will  ^et  the  result  we  iu*ed."  The  fact  is  that  the 
amoi^tjit  of  money  isn't  ;Lroin;j:  to  do  the  job,  aiul  there  will  never  be 
eno.u^rh  money  avaih^bh'  from  the  treasury  to  <ret  on  with  the  task.  And 
I'\vould  like  t'Wlia<r^^es-t  to  you  and  I  am  <roin^  to  su<r<r<'Ht  to  the  T)e[)art- 
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iiM'ut  of  A;rrl<'ultu.ns  that  tht'V  ivy  to  n'oxiiunnc  wliaf  has*l)oen  pro- 
^  po^Ji-d  juid  Sit'  if  it  CHirt  be  iinproM'tl  and  made  iiioro  Avorkiihle. 

Mr.  lU.i  M.  In  that  n'<jrard  I  want  to  say  tha^of  (M)!!^*  EDA  is  vory 
•     ''^     concornod  with  tho  nrohlcnis,  and  wo  want  to  ^oe  the  FcMloral  money 
ami  hx'al  money  used  to  its  Ix'st  a(Ivunta<;(s  <1nd  we  will  certain!  v  coo])- 
erate  with  the  ftatV  of  tlie  connnittco  in  ^ivin^  them  wliatevor  Icnowl- 
^\  e(l<ie  we  have  lihoiit  tlie  kirid  of  problem  we  liave  faced  in  the  liopes 

that  that  will        your  ellorts. 

Senator  Hi  MmruKV.  Tliank  you  veiy  nuieU,  Senator. 
,  '  yif^Wt  I  just  add,  I  fhink  you  were  here,  Senator  Bellmon,  when  I 
riientioned  that  the  Small  Bu>iness,AdnunIstnil i(;n  w,vS  a^k>-d  to  i'ome, 
hut  Mr.  Klei)pe  (fichi't  feel  that  he  oupht  to  testify.  I  want  to  ^^ret  tliis  ♦ 
Jienrin^  away  from  being  an  adversary  proceeding.  I  think  this  is  the 
most  bipartisan  .'^ubeonuuittee  that  the  administration  is  ever  going  ^ 
"to  fiiuK  in  sj)ite  of  the  faet  that  I  seV\e  as-its  chairman.  I  want  to  wm» 
some  results.  I  am  not  interested  in  whetlu^r or  not  we  pass  a  bill  tlW 
has  my  name  on  it.  'fhis  is  a  bipartisan  bilk  Actually  this  bill  ha:>{;^ 
nnich  of  its  genesis  in  the  work  of  Senator  Tahnadge.  He  is  the  chair- 
man  of  our  committee,  and  he  is  a  member. of  the  finance  committee, 
aiul  is  a  jmwerful  Member  of  this  Senate.  And  it  has  the  sui)port  of 
men  like  Senator  Aiken,  and  Senator  Young,  and  Senator  Sf)arkman, 
and  I  hope  of  nuui}^'  othei>^.  None  of  those  men  are  foolish.  They  are 
ok^tiniers  in  the  field  of  agriculture,  in  tlie  sense  that  they  have  given 
tlieir  years  of  public  service^to  it.  I  think  the  administration — I  am 
not  sure  you  are  the  appropriate  witness  for  this,  but  you  can  carry  it 
back  to  your  sui)erior — the  administration  ouglit  to  look  upon  this  as 
an  opportunity  for  a  cooperative  endeavor,  ne  are  not  interested  in 
liaving  a  fight,  we  are  interested  in  filling  a  credit  gap.  And  if  we 
haven't  the  right  bilk  I  venture  to  say  that  every  member  of  this  com- 
.  niittee  is  prepared  to  sit  down  and  work  out  a  bill  that  is  the  right  bill. 
I  luive  been  around  (yongress  a  long  time.  You  seldom  end  up  with  a 
bill  that  has  everything  in  it  that  you  started  with. 

Hut  r  do  know  that  we  haven^  had  the  response  that  we  ought  to 
hav(*  from  tlie^  administration.  Tlic  fact  is — ^and  nohody  can  disi)utfe 
it-  tlmt  the  credit  needs  of  rural  America  arc  not  being  taken  care  of, 
and  they  are  lu^'er  going  to  1)e  taken  care  of  out  of  the  taxpayers' 
money,  l^re  is  no  way  that  (^ongress  can  gt*t  enough  money  out  of  the 
re^vmies  of  tin*  (lovernment.  We  hav^.*  got  to  get  into  the  money  mar- 
kets, ju^t  tike  the  fnter-Americjui  I)eveloi)m(Mit  Bank  figa11v  found  out. 
So  tlu'y  went  into  the  money-market  because  they  lea^iefl  tjluit  they 
cfflildn't  (lei)end  upon  forei/rn  aid  appr()i)riations  to  meet  their  an- 
nual needs.  The  AVorld  Tinnk  is  in  the  money  market.  And  I  don't 
know  why  in  tlu'  name  of  conunou  sense  that  we  can't  have  a  bank  that 
takes  caie  of  a  few  Americans  for  a  cluinge.  have  an  awful  lot  of 
baid<s  ]ie*l{)ing  i»\'eryKMly  eNe.  .Vr.d  we  ^^av*  wovv  re(]nests  Up  here  for^ 
4  .  mcuiey  fur  tin*  Asian  ne\  ('loi)m(^Mit  I>ank,  the  World  Bank,  the  Inter- 
Ai.  eriean  I)e\  lopt^^nt  I>ank.  {Mid  it.  d'^'sn't  make  any  difTerence 
whether  it  is  a  Kcpnblican  President  or  a  ])eniCiUati<'  ]*res''dent  they 
all  '-ay  those  banks  are  great  and  they  all  work  good.  And  they  do, 
-  tliey  really  do!  And  I  say  that  they  loan  money  tp  woi*se  credit  risks 
than  this  bank  will  ever  do,  because  wl^  are  going  to  loan  money  to 
people  w*^  know  how  to  talk  to  and  Mho  si)enk  ourdan/'^uage  and  they 
live  near  at  hand.  But  it  is  no  trick  fgr  the  administration  to  conio  up 
and  say,  '*Put  $400  milli(m  in  the  Asian  I)evelo]mient  Bank.  It  is  a 
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^nnit  idou/*  I  \va-  a  part  of  :ui  administration  tliat  nM'onnnoruletl  that. 
The  present  achninistration  continues  to  reeoiuniend  it.  I  .sup[)ort  it. 
But  jiist  between  us; as  ue^v  frieiuls,  1  wouhl  rather  loan  some  money  to 
the  folks  out  in  Okliihomn  foi'  a  little  while  than  I  would  to  loan  more 
moni'p  Jo  the  folks  iji  Hnrma.  It  is  a  kiiid  of  seliish  attitude,  hut  (hat  is 
the  Ava y  I  am  <i:ettin<r  to  feel.  I  think  tliis  eouutry  lU'eds  a  little'time 
to  ^et  a  lioJd  (jf  itself.  And  tliere  is'i  1)1;/  sectinn  of  rhi.s  eount  ry  ]thnt 
'  luisu't  fiot  a  liohl  of  itMdf  at  all,  ineludin<r  <>ur  eentral  eities  and  rural  ^ 
Ameriea  and  a\  e  are  <r<>in<i:  to  do  somethin^^  ;d)out  iK 

So  when  you  ^ro  baek  yon  tell  them,  comejadl  or  hi^h  water^  we  are 
goiu^y'to  ]>ass  some  i  nral  deNelopnuMit  le^i.slati6n,  aiul  we  want  you 
to  ^et  on  the  as  it  <roes  l')V.  Heeause  we  are  ^oin^  to  do  so^ietiun<j:. 
OK.  * 

^^r.  Rf  rN'r.  Tliank  you.  * 

Seiritor  Wi  m  imii^k^  .  AVe  are  ir^'in^  to  send  (lie>e  (juest  ions  to  ]i  of 
the  witnesses  so  that  we  (/et  the  answers  l|Jf*k.  We  lunc  a  serie-  ()f 
((Uestio!)>  that  relate  to  [)r()visions  iu  tlie  bin  to  whieh  we  would  likr 
si)e<Mli('  commiMit.  and  it  will  mke  sonre  time  to  iret  t h(  ^-e  1'0nuu<'t»t 

( AV]H'ren])on.  at  liiiow  p.m.  the  subeommittee  adjourju^d,  to  re«'on- 
Vene  at  t  he  <'all  of  the  ( 'hau'.) 

(Tlie  (iuesti/>hs  and  answers  referred  to  above  are  as  foJlows:) 

t  «  TlTK  SK(  KKI  Ain  in  ('<)M%rKU(  K. 

Waiihuif/toti,  !).('.,  Octohrr  /.i,  /.''?/. 

Hon  HrMKiti  ir  IlrMi'ifiti  Y. 

Vhnirmon..  Runtt  l)( n  hif/fnrnt  Suhronnnittf  (\  Cdninnt't  r  hu  \(/riru!t>frr  and 
ytircMtrff,  f  S,  Si  nfit*\  Wn^b  nuftnti .  i i  (\ 
]>i  .\K  .Mu  CUMUMW  ;  'riiis  is  iu  furtlirr  iM'pl.v  to  vour  N-tler  of  ,}\\\\  liT.  U'Tl, 
when-ill  voii  nMincsitMl  tht'  Df^partmcnt  of  (NiruuMTi-*'  to  projmn'  iuiswcrs  to 
1(1  (luestiiiii^  tIcUiiJu  with  runil  (levclnpnu-nt  in  coiiiKM-t ion  witli  tlic  Sciuilr  KiumI 
I)«*v<-hijmu'tit  SnhiMiniiiiitltM'  <]<iMl>rniti(tris  on  S.  L^J2;i  and  IN-arsoii  Ani<'n<ln:<'nt 
to  S   \\K\.  ^ 

A    Wc-triisl  this  rt'ijl.v  \s  i'll  1)0  iisrl'Ml  Tor  .viuir  luirimso^. 
Siiu'crcl.v, 

M  w  iiu  \.  ri.  Si  vns. 
S(  crctifr)/  of  Connmycf 

DKP.MuMfcNi-  OF  CoMMKiK  K  Answkki^o  (Jr^:^Tlo^h  lN)sii)  ijy  S>aaiok  Hi  mt-iiui  v 
QutHtinn  f 

Tin*  wordini:  of  tin*  ( 'oimrossionnl  sljitmM'jil  <if  coiMniiMinMit  <'oiitain<'(l  in 
TUlc  IX,  .stM'tion^'IK)l(ii )  doos  not  cxpUcUIy  l)iiHl  tlie  KxiM-utivo  Uraiu-li  to  tako 
any  spc*  Uic  aition  to  strike  a  rnral  nrhaa  liaiancc  or  to  rcN  ilaiizc  rtn-al  MH'as» 
Ilo\v«'\er.  (his  ^tatoiiimi  of  (•♦-nunii lueiit  is  in  afM  oi-fl  w  ith  lljo  poli<  y  of  tlMN 
Adfuhii.'trnl ion  lo  fnrthor  hMlancod  rnrakurl)aii  i:r<j\\'tii  and  to  rovitalizf  rnrMl 
.Auierira  tlirou^h  <'IT<M'tive  programs.  Tlu'  Adininisi  ration's  IUkIi  priority  cdnnnit- 
nient  to  this  poli<-v  i^  rolh»(  ti'<l  in  tin-  I'rr^idrnt  V  diM  i^imi  to  si  j-k  <'narinicnt 
of  his  n'oruaiiizat ion  and  ^lau'ral  and  sporial  rovt'unc  sliarin;i  pr»ti><'sals.  indnd- 
Uiix,  aial  osptM-iaUy.  fl  Unral  < 'oniiannity  rlojuiK-in  licvcnnc  Sliar'fu'  ]»ro- 
jMi.val,  Tlio  ^\  \  hiliioh  antIiori/<Ml  liy  \Uv  linvnl  ( 'f»niniunity  D^'vcloprnont  U('\onn<. 
Sharing:  proi)osal  will  <»nahU»  Stato  and  lornt  ^ovornnitMit  to  oslahlish  nieaninutnl^ 
rural  rovitalizatiou  ifn.ds  ami  to  d<»^i^^'  d<'\ tdopunuil  sJralojiitw  and  iir^iurauis 
best  wuitrd  [n  Joral  n<'«'ds. 

The  provisions  of  Titlo  IX,  s<'eti<)n  UOl(h),  relating  to  the  location  of  facilith's, 
are  hy  IIump  terms  KpecitlcaHy  hindiiiir  on  all  de)ian'tinents  and  a^eufiev  of  ih»' 
Governmeut,  The  other  provisions  of  Title  IX  !)in(l  the  I^ro.sident  fuid  rrrfain 
depart nieuts,  f»ther  tlian  this  i)e])artini'nt.  |o  suhniit  various  rural  deveh.i  «'jit 
repf»rts  to  (^ne^re-^-;.  Tlie  J)ej>artinent  «)f  Conuuerre  lias  iiroN  ldct]  and  w  ill  coiniuuo 
to  provicie  appr«'priate  support  and  rfwijioralion  in  the  prei)aralion  of  tlu'^^c* 
^  reports.  > 
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Questim  2  ^ 

We  Interpret  the  first  senfeiice  of  Title  IX,  section  901t a)  to  call  for  balanced 
eccuioniic  develoiunent  and  a  better  qtiality.  of  life  iu  bf)tli  rural  and  urban  areas. 
InjuldHion,  uiifavornblei^uilj^ration  i)atterns  between  urban  and  rural*  areas* 
^jm^^t  be  stemmed  and  a  healthy  niral-nrban  economie  relationship  mast  be 
established. 

With  rej?ard  to  the  seeond  sentence  Of  tlii.s  section,  we  interpret  it  to  mean 
that  priority  attention  innst  be  ^Hven  to  sfHjudatiug  sooio-econoniic  development 
in  rural  areas,  so  that  sneh  nreas  may  he  develoi)ed  in  accord  with  a  balanced 
growth  .strategy  as  viable  alternatives  to  existim?  urban  areas. 
QuvHtion  3  \ 

We  do  not  have  an  estimate  of  the  i)robabIe  corfMrf  construction  of  community 
facilities  necessary  to  meet  f  hejroals  of  Title  IX. 

W>  resi>ectfnUy  snbmjit*  that  we  cannot  i)rovide  yon  with  an- estimate  of  the 
prospective  as.set  value  of  iie>v  industrial  platit*Laud  other  construction  bv  i>rivate 
eeon<>mie  entcri)rise  that  would  be  refiaifficf^)  reach  the  President's  rural 
j-ommunity  dcveioianent  ^'oal^  for  the  fol^fepW  The  President's  gonls 

are  dirK-ted  to  the  general  imi>rovement^^Wrural  areas.  The  translati/m  of, 
rhe.se  general  ;?oals  into  specific  ;?oals  and  pro^ifranis.  as  i)rovided  in  the  Presi-' 
dent's  Rural  CommuHity  T)eveloi>ment  Uevenne  Sharinj;  ijroposal.  is  to  be  left 
ro  State  ajid  loejil  ;?ovcnunent.  I'ntil  snch  time  as  sijecifie  locJil  rural  deveh)pment 
>;oals  ancr^^rofframs  coucernin;?.  for  examine,  the  ifature  and  (luality  of  employ- 
ment Oi>pf)rtunitie,s  and  industrial  doveloianent,  are  articulated,  it  would  be 
premarnrc,to  make  any  assessment  re;?ardinj?  the  asset  value  of  new  industrial 
plants  and  other  i>rivate  enterprise  construction. 

Quvatiunn  J.  i},  a  mil 

.  It  is  our  nnderstaiulinj?  that  the  I)eveloi)ment  of  Aj?riculture  has  pVjided 
answers,  which  arc  based  on  cert^na  assumptions  concerning'  the 'scope  and  iSrfurc 
o  '  the  rural  development  process,  to  these  qnestlon.s.  We  have  no  additional  " 
s;»ecitic  information  in  re^'ard  to  Hie.se  questions. 

Qtf  cat  ions  8  anf1  9 

A  liW  of  the  l)ei)artmenrs  loan  and  jrrant  proj?rams  fTab  A)  which  are  avail- 
able f(tr  rural  uses,  tojjrether  with  expenditures  for  rural  areas  (defined  as  areas 
outside  SMSA's)  (Tab  }{ )  is  attached  hereto.  These  programs  are  administered 
through  the  Economic  Development  Administration  and  the  Title  V  KegionaP 
( 'onnnissions. 

QiKHtUm  10 

All  of  the  rural  econcanic  development  asjsistance  i)rograms  administered  by 
or  through  the  Department  are  njmed  at  either  ^economically  distressed  areas 
underdeveloped  areas.  The  u«fCs  of  the  rural  areas  that  qualify  for  assistance 
vary  greatly.  For  exauiphv  an  ^niderdeveioped  area  may  need  basic  community 
Infrastructure,  e.g.,  water  and  seu^'r  lines,  while  an  economically  distressed 
area  may  reri^iire  informatio)i  and  assisthnce  to  convert  existing  plants  and  man- 
power to  more  fruitful  indu.strial  ||^ivity.  And,  as  is  often  the  case,  such  areas 
mJiy  need  a.ssistance  that  is  notj|^)Vjded  by  the  Departuu'ut.  fw^..  housing. 
(Jiven  the  variety  of  the  needs  r>fnfSIe  areas  and  the  lack  of'speci;i(/leglslati>T\ 
goaN.  it  is  Impo.s.sible  to  determine  the  ex:ict  level  of  expenditures  which  would  ■ 
satisfy  the  tcTtal  needs  of*all  of  these  areas.     *        '  ^ 

QuPHfionft  It  anti  IS 

(iiven  the  uu(puintiiiahle  nature  of  the  goals  exi)ress<nl  in  Title  TX,  we  have 
not  made  any  si)ecitic  estimates  of  needed  increases  iu  annual  rural  investment 
for  the  [) resent  or  over  the  next  10  to  1.")  years. 

The  major  gai)s  in  rural  development  programs  appear  to  arise 'from  the 
^fragmented  manner  iu  which  Federal  assistance  has  been  allocate<l  to  rural 
areas.  A  host  of  Federal  agencies  administer  many  different  assistance  programs 
with  varying  eligibility  and  ofher  requirements.  There  are  inequities  in  this 
,  .St ructu rev  where  rural  communities  of  over  a  certain  size  ar^not  eligible  for 
assistance,  vor  where  one  county  may  r^eceive  aixl  and  a  neighboring  county  only 
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slightly  better  off  ecoii»nil<aUy  Is  harred  Tlie/l'*resi<lent's  Rural  Comniuiiity 
Oevelopuieiit  Si)f<-hil  Revenue  SimriiiK'  proiKmal.UvUh  his  other  revejiue  sharing 
l»roiM>sais,  would  effectivtjly-reuiove  tlnwe  inequitlW  hy  i»ia(int:  prinuiry  reHpouhi- 
bility  for  rural  asslstniu  e  witli  tlie  States  where  tlu^dilTeriug  needs  of  rural  areas 
<-an  i^ore  easily  be  a<-coiinno<ljite<l. 

i^uvHtwn  ///  . 

The  funding  of  the  loan  arrd  grant  prograniy  of  tlie  Department  ^rould  l)e 
expanded  to  provide  additional  assistance.  Traditt<)naUy,  Congress  has  funded 
these  programs  at  a  level  far  l)elow  authorised  ic*Tei>^- generally  l)etweeiu:!r)</f 
and  in  the  case  of  EDA.  In  additioii,  it  would  be  iM»sslhle  to. expand  the 

.statutory  autliority  to  include  additional  program  tools.  Altliough  such  measures 
woujd^be  helpful/  tlie^'  would  still  l)e  only  piecemeal /Xjffort  toward  solving 
a  problem  which  can'  really  only  be  attacked  efl'ectivelr^on  a  coinprehensive 
basis.  The  ccmibined  revenue  sharing  pi^-:un  would  be  a  more  efToctive  solution. 

<^HVAtU\n  /.)  \  ' 

The  Department  recommends  the  enachnent  of  the  President's  Ru^^il  Com- 
munity Development  SiWcial  Revenue  Sharing  proposal  as  the  l>est  methotl  of 
utilising  Fedei'al  fjiuds,  iit  combination  with  other  revenue  slHirlng  funds,  for 
enhan<>ing  rubral  development. 

Qfte^tion  Hi 

We  believe  that  the  ,enactment  of  the  IM-esideat's  revenue  sharing  proposals 
will  iK'nnit  each  State  to  deMgn  and  implement  assistance  programs  tailored 
to  nil  Its  own  majr>r  gaps  in  rural  (levelopment. 

11.. too  ECONOMIC  DEVFXOPME»»T — GRANTS  AND  LOANS   FOU  PtJBLlC  WORKS  AND 

^  i)i-:vEi.opxfK.W  FACir.vriKS^ 

( FKDERA  I.  A(}  KN  C  Y  :   VA  ON  O  M  IC  J)  KV  K  LOP  M  K.NT  AI )  M  IN  I STKATIO  >' , 
OKPAiyTMKNT  OF  <'<>MMEK<*E) 

Authorization:  4:>*r.S.C.  3.1:51,  .'n:r>.  ^51(11,  3171.  Public  AVorks  and  Kco- 

nonnc  Deveh)pment  Act  of  PMio :  Public  Law  S<)-ia(i,  as  ana,Mi<le<l  i)y  Public  Law 
1)()~103,  Public  Law  Ul-l:i3  ai^d  Public  1-aw  !)r^8()4. 

Objectives:  To  assist,  the  construction  of  publi<'  facilities  needed  to  initiate 
and  encourage  long-teriH  economic  growth  in  designated  geographic  areas 'where 
*H-onomic  ferpwth  is  lagging  behind  the  rest  of  the  Nation.  ,  ^  ^ 

Types  of  assistance  :  Project  (grants  ;  Direct  Loans. 

T*'ses  and  use  restrictions:  (irants  for  such  public  facilities  as  water  and  sewer 
sy.'^tems,  access  roads  to  industrial  parks  or  areas,  port  facilities,  railroad  sidings 
and  spurs,  publb*  tourism  (facilities,  vocational  s<  hools,  (lood  contr()l  proje<'ts,  and 
site  iuiprovemeuts  for  industrial  parks. 

Qualified  projects  must  fultiil  a  pressing  need  of  the  area  andiuus*^;  fl)  tend 
to  improve  the  opportunities  for  the  successful  establisbmeiH  or  expansion  of 
intlnstrial  or  con^shjercial  plants  or  facilities,  or  (2)  otherwise  assist  in  the 
creation  of  additi(Mial  loag-Yenn  eniph>y"»ent  opijortunities,  or  (3)  benefit  the 
loim-term  unemployed  and  members  of  low-income i^uilies  or  otherwise  su!)stan- 
tially  further  the  objectives  of  the  Kconmnic  OpportT^iity  Act  of  \SWA. 

In  additir)iiL  proposal  projects  must  b/ consistent  with  tlie  currently  approv<'d 
i)ve-rall  ecrMuHiilc  development  program  for  the  area,  and  for  the  district,  if  any, 
in  which  it  >vill  be  locateil. 

EJifjibifity  mjuirvmrji'tff 

AppHr-ant  Kligibility :  States,  local  subdlvisi(ais  thereof,  Indian  tribes,  and 
l>rivate  or  public  nonprofit  organizations  or  assrw  hitions  i-epresenting  a  redevel- 
opment area  or  a  designated  econondc  development  center  are  eligible  to  receive 
grants  and  loans.  Corporations  and  assoclatimis  organized  for  profit  are  not 
eligible.  ♦ 

Reneficiary  Plligibility  :  Same  as  applicant  eligibility. 

Credentials/Documentation  :  * Application  umst  describe  the  type  of  proposed 
facility,  estimated  costs,  extent  of  proposed  project,  direct  job  impact,  estimated 
time  Tor  construction^iniplementation,  and  assurance  that  the  project  will  satisfy 
statutory  requirements.  Most  important,  documentation  nnist  demonstrate  how 
the  project  will  have  a  positive  impact  r»n  the  economic  development  process  in 
the  commnnity. 
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Application  aicard  process  ,  y 

Preapplicntion  coordination :  Applicant  slionld  oontaot  tlie  rogionnl  office  sorv- 
IcinR  the  State  in  which  the  project  is  to  be  located.  An  e<*ononiic  development 
representative  assigtJed  as  coordinator  of  tlie  project  for  EDA  will  provide  ne<'es- 
sary  forms  and  assi.st  in  iWWw^  them  out.  Intent  to  file  application  must  be  co- 
ordinated in  accordance  with  (Office  of  AraiuiL'eniejit  and  lindL'ct  Ciriciilar  Xo. 
A-05.  .>  ^ 

Application  Procedure:  The  Economic  Development  Administration  represent- 
ative .vyiU  meet  with  the  applicant  and  (Community  leaders  to  cKtablish  the  basis 
for  a  preapplication  conference.  After  revieVinj?  project  and  local  development 
profile  information  with  the  re;?i(mal  office,  he  will  notify  the  applicant  immcdir 
ately  if  EDA  cannot  acc(n)t  the  project.  If  project  appears  viable,  a  preapplica- 
tion conference  will  t)e  aranged  with  regional  office  personnel. 

Award  Procednre:  Grant  and  loan  applications  from  Stlitcs,  local  subdivisions 
thereof,  Indian  tribes,  and  private  or  public  nonprofit  organizations  or  asso- 
ciations rei)resentim?  a  redevelopment  area  or  a  desii^natc^l  economic'  develop- 
ment center  are  approved  by  the  Assistant  Secretary  of  Economic  I)evel<fi)nicnt. 
Department  of  C(ftnnier(e.  y,^^ 

Contract  award  must  I'^lHp  on  the  lowest  base  bid  snbmltte'd  by  ji  respon- 
.  sible  bidder,  with  a  responsiMKbidder  defined  as  one  who  can  furnisira  perform- 
ance bond  and  who  meets  the  applicable  State  and  local  statutory  requirements. 

Notification  of  grant  ;n)provals  are  provided  to  the  State  Control  Informati(m 
Reception  Agencies  on  Standard  Form  240. 

Deadlines:  During  EDA  processing  time,  applicant  is  required  to  sni»mlt  to 
^EDA  a  letter  detailing  the  progress  made  in  the  comuninity  in  fostering  eco- 
nondc  development  proces-s. 

Range  of  Approval/Disapproval  Time:  Normally  withirt  90  day.s  of  acceptance 
of  application.  , 

Appeals :  None. 

Renewals  r  None.  * 
AHHistance  considerations 

F(>rmnla  and  Matching  Requirements:  Grants  may  be  made  for  up  to  50  per- 
cent of  the  project  cost.  Severely  depressed  areas  that  cannot  nuu<-li  Federal 
_  funds  may  receive  supplementary  grants  to  bring  the  federal  contrilmtion 
^\up  to  HO  percent  of  the  project  cost  Additionally,  redevelopnieut  areas  located 
within  designated  economic  development  districts  may,  subject. to  the.  Hi)  percent 
maximum  Federal  grant  limit,  be  eligible  for  a  10  percent  bonus  on  grants  for 
public  worlvK  projf'ets.  Long-term  (up  to  40  years),  low  interest  loans  may  i)e 
made  to  the  appli*  -int  when  financial  assistance  is  yot  otherwise  available  from 
pri<j^ate  lenders  or  Federal  agencies  on  terms  wliicU  would  permit  accomplisbment 
of  the  project. 

liCugtli  and  Time  I*hasing  of  Assistance  :  EDA  grant  funds  are  disl)urse<l  for 
costs  incurred  only  after  ail  contracts  for  const ructi(»n  have  been  awarded.  EDA 
loan  funds  are  normally  disbursed  when  the  construction  of  I  lie  pnjject  is  To 
IM'rcent  or  more  complet'e. 

Post^nssistnncr  requironcnts  ♦ 

Reports:  Reports  for  specific  project  may  be  recincstetL  No  routine  repi)rts 
.recjuired. 

Audits: 'Each  recipient  of  financial  assistance  is  required  to  keep  such  recordSw 
as  will  facilitate  an  efit'eetive  audit  of  the  project. 

Financial  information 

Ac<'Ount  Identification:  06-10-2030-0-1-507. 

Obligations:  (Grants)  FY  70  $173,8U0.0()0 ;  FY  71  est  .^100,000.000:  aiul  FY 
72  est  $100,000,000.  Face  Value  of  Loans:  (Direct)  FY  70  .$11,203,142:  FY  71  est 
$14,000,000;  and  F^Y  72  $14,000,000. 

Ttange  and  Average  nf  Financial  KfVssistance :  No  sptH'ific  minimum  or  maxl'- 
mum  project  amount.  $1,000  to  $4,515,000:  $389,000. 

l*rognnu  acconipli.^hnients :  Total  approved  projects:  2,108,  T^otal  obligations; 
$1.2  billion.  Fiscal  year  mHy.  'MH  projects— $232,;52r),0()() :  fiscal  year  li)G7,  471 
projects— $108,1)1)8.000 :  fiscal  year  19(>8,  411  projects— $174,081, OfK) :  fiscal  vear 
1909.  303  projects— $178,750,000  :  fiscal  year  1070,  308  projects— $157,029,000  :  fiscal 
.<*v^ar  1971,  ( est ) ,  308  projects— $1()0,000.000. 

Regulatlon.s.  guidelines,  and  literature:  EDA  handbook,  "Building  Commu- 
nities with  Jobs,"  EDA.  "Grants  and  Loans  for  Public  Works  and  Development 
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Facilities"  EDA.  **Ami  Eligible  for  Fiiuiuclal  Assi^tauce,"  ''Guides  for  Overall 
E('(moiiUc  Development  rrograms,"  "Economic  Devefopment,  Director^  of  Ap- 
pro ved  I^rojects." 
Jnfonnatioti,  contacia 

UeKi'»nal  or  Local  Oflico :  Hcfer  to  the  ai>pcn(Ux  ot  the  catalog  for  EDA  rejrloiial 
nflU  i  addresses. 

Ih'ad(inarters  Office:  Dirertoi:,  Office  of  I'nhlic  Worlds,  Eooiinaiic  Development 
Adiuinistratlop,  T.S.  Deimrtment  of  Commerce,  Washington,  D.G.  20230.  Tele- 
phone: (202)9()7-r)2«r). 

Udated  programs:  11.301,  Economic  Develoi<)ment— Loans  for  Bu.^inesses  and 
Development  Companies.  15.11."),  Indian^ndustrial  and  Tourism  Development, 
23.n(Jl,  Appalachian  Uejrl<)nal^I)eveioi>ment. 

Kc  oNOMic:  PKVKr.opMK.NT  huns  h'oii  arsrNKssKH  and  i)KVf:ix)eMfe:.NT 

COM  PANIKH 

(KEmCKAL  A(ii:.NCY  :   K(()NOMl(  OKVULOpMhl^TAnMlNTSTRATIOX, 
^'  DKVAKI  MKS'V  OF  COM  MtJiCKpS^ 

Anthoriyjition  :  42  T.S.O.  3142,^3101,  3171. 1'nblic  Works  and  Economic  Develop- 
m.'!H  Act  of  UM;r>;  rul)Hc  Lasv  .su-13(),  as  amended  l)y  I'nljlic  Law  00-103,  Public 
Law  01  123  and  Public  Law  01-304. 

ol>jecti\  e>< :  To  enconra^;e  i>rivate  Inve^-tment  l)y  providing  low  interest,  long 
term  loiins  to  help  businesses  expand  or  p.stabli.*<h  plants  In  redevelopment  areas 
f(ti'  projects  that  T*uinot  be  liuanced  tlirougli  banks  or  other  private  handing 
iustirnti<m.s. 

T.M>es  of  u.ssistance:  ]>irect  Loans:  (iuaranteed/Insnred  Loans. 

r  es  ami  us(>  restrictions  :-,HuslneHs  (leveloi)tnent  loans  up  to  0,*)  percerit  of 
tlie;'ost  of  1ixe<l  a.ssets  may  be  used  for  the  accpil^ltion  of  fix<Ml  as.sets  only  (i.e., 
land',  building,  machinery,  and  ecpiipment,  including  land  pre])aratlon  and  tmlld- 
iM'..'  ndiabiJitatioiO.  P^'unds  may  l)e  used  for  most  Iclnds  of  new  Industrial  or  com- 
nicr  -ia]  facilities  or  to  exparul  one  already  in  exL'^tence. 

iTi  ^^onie  siwM'ial  cases  the  (Jovernment  can  provide  Fetleral  guarantees  of  up 
to  percent  of  the  unpaid  balance  of  working  cai>ltal  loans  obtained  from  ])rivate 
leiKlers.  Working  cai>ital  loans  guaranteed  by  EDA  may  not  be  us(»d  for  the 
acqnlsition  of  fixed  a.ssets.  I^oans  can  be  guaranteed  only  for^borrowers  in  the 
direct  loan  program. 

Kl if/ i  Hi  t //  rofi u  irvm rrt  tfi 

Applicant  Eligibility:  Any  individual,  private  or  public  corporaticm,  or  Indian 
tril'c,  provided  tliat  tlic  i)rojeet  to  be  funded  is  i>liy.sirally  situated  in  an  area 
desiirnated  as  eligible  under  the  .Act  at  the  time  the  ai)plication  is  filed. 

NeitUeV  l>usines>^  develoi)nicnt  Uyfu^  nor  working  capital  guarantees  will  be 
extended  to  api)licants  who  :  ( 1)  ufv{\  withiu/  the  previous  3  years.  reUx'ated  any 
•M-  all  of  their  facilities  to  another  city,  county,  or  state;  (2)  contemplate  relo- 
cati]ig  part  or  all  of  their  existing  facilities  with  a  resultant  loss  of  employment 
nt  ^uch  facilities;  and  (-1)  produce  a  i)roduct  or  service  for  which  there  is  a  sus- 
tained and  prolonged  excess  of  supply  over  demand. 

No  financial  assistance  will  be  rendered  to  project.s  primarily  engaged  In  the 
disM'Miinatlon  of  news  (e.g..  newspapers,  magazines,  radio  and  television  broad- 
en stlm;),  or  in  an  activity  violative  of  loeal  or  State  law. 

Renertciary  ^Eligibility  :  If  an  application  is  filed  by  a  local  imlu.strial  develop- 
ment (  oruoration  to(>stablish  a  facility  to  be  leased  to  a  user  (or  beneficiary),  the 
same  criteria  api>ly. 

rrcdentials/Documentatir)n  :  Applicants  and  beneficiartes  must  provide  finan- 
cial, engineering,  and  feasibility  doeumentation  supporting  the  viability  of  the 
prolect.  Projects  in  which  the  federal  participation  will  excee(l  .$1,000,000  must 
be  supported  by  an  Independent  feasibility  study  ccmducted  by  consultant  accept- 
able to  EDA.  Tourisin  ]>rojects  and  projects  involving  new,  untried  technology  will 
also  re(pnre  an  independent  feasibility  study. 

AppUcati/yn.  an  ft  award  proresR 

Preapplication  (\)ordination  :  Applicant  shonld  contact  the  regional  office  serv- 
ing the  State  in  which  the  project  is  to  be  located,  and  an  economic  development 
representative  will  be  assigned  to  the  project.  With  his  concurrence,  a  preai)plica- 
tion  conference  will  be  scheduled  with  the  professional  staff  of  the  regional  office. 
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Application  I^roctMliwoH :  At  the  pnNiijplication  conftTcnct*,  npplirnnts  will  Im* 
provided  with  aH  nercssarj'  forms  and  dctaiUMi  infonnution  rtdatin^  to  support- 
ing docuniontution.  >. 

Award  Procedure:  T^oan  nm\  workinj^  capital  loan  ^'vi^n-antee  applications  from 
individuals,  private  or  i)M!>lic  corporations,  or  Indian  tribes,  in  ell^^lhle  areas  are 
approved  by  tbe  Assistatit  Secretar.x  for  l''coiiomi<'  development,  l)(»i)artment  of 
Coninierce. 

I>eadlines :  Xone. 

Uanue  of  Ap|«i  i)val/l  )isapproval  Tinu*:  IM)  to  I'JO  caUMidar  da.VK  after  receipt 
of  application  itncl  comi)lele  snpportinj;  documentation  is  in  j,'ood  order. 

Appeals:  XontV  An  applicant  whose  project  has  Ikh'u  denied  may  however,  rein- 
state his  application  if  the  defects  leading:  to  a  denial  have  het'u  remedied, 
linewals:  \ot  ai)pli<*iihh\ 

AMHif<t(inrr  cf/mtidfTdtioun 

Kornuda  and  Matchin;^  Kequirements :  The  FtMleral  participation  ])roje<'t  may 
not  exceed  (>r»  percent  t)f  project  tixed  as^<«t  costs.  A  local  (development  corpora- 
tion or  State  a;;eucy  usually  participates  to  tlu'  extent  of  percent.  Of  the  rennjin- 
in«: percent,  l(M»**r<**'"t  must  he  in  the  fornj  of  applicant's  (Mputy  and  the  ha  lance 
from  a  conventional  ctnuniercial  lender.  Applicants  are  encoura^^ed  to  increase 
their  etpiity  participation  heyond  the  minimum. 

Len^'th  and  Time  IMiasinj:  of  Assistance:  F.oans.  25  years,  maximum:  working,' 
eai)ital  Kuaraiitees,  life  of  hank  load.  I'DA  loan  funds  will  uu\y  l>e  dislairsed 
after  all  other  funds  have  heen  injected  into  the  projt'ct. 

Post  A^Histahrc.  !U  tiuirvint  nta 

Ueport-s :  Periodic  tinancial  and  employment  reports  will  he  re(pnred.  Iriitiallv, 
thes<'  nuiy  he  (juarlcrly.  and,  as  the  husiness  becomes  established,  at  lontrer 
intervals.  * 

.Vu<llts  :  An  annual  audit  by  a  certified  public  account  will  be  re(piired  not  more 
than      days  after  the  close  of  the  applicant's  tisca!  y<*ar. 

U<'cords:  Xot  appIicahUM*xcept  as  refpiired  above. 

A<M-onnt  Identith'atiou:  LMK'H      \  rA)7. 

Fa<M'  Vahie  of  Loans:  (Direct)  FY  7(*  $in.:^(;(),UO() :  FY  71  <*st  $4(;,()()0,<)00 ;  aiul 
FY  7*J  est  $4r>..')()().()(K).  t  <  Juarantees  )  FY  7(K^4 1, 42  l,(MM) ;  FY  71  estH;41  (M)0  •  -ind 
FY  7-J  est  $4(Kir)0.()()(). 

Uan^e  and  Avera;;(»  of  Financial  Assistance:  Xo  specific  mininuuu  or  maximum 
project  amount.  J?12(;.(MM>  to  i|;(UHr>.00() :  ^\AXmm. 

Program  accomi)lishments :  In  fiscal  year  1{)7(>,  l.'i  projects  were  approved  at  a 
value  of  .fll).!>!Ki.<)(M).  Kstim/ite  for  1071  is  40  proJe<'ts  valued  at  .$.">().()()(),( KM). 

KeKulations.  ;,Miidelines.  and  literature:  "lODA  Husiiu'ss  Developmcfit  Loaris - 
Who  can  Borrow    IIow  to  Apply." 

foriti (t t io n  vont u rfs 

Regional  or  Local  Otiice :  Uefer  to  the  ai)pendi\  of  the  ciitalo;;  for  KT)A  re;:ion- 
a  I  office  addresses. 

IIead(|uarters  Ofhee :  OHice  of  Husiness  I )evelo))ment.  Kconomie  Deveh.paient 
Administration.  F.S.  Depart nuMit  of  Comnu'rce,  Washitij^ton.  D.C  2iyK*A)  Tele 
phone:  (202)  007  .")0.->7. 

Uelated  pro;;rams:  ll.SOO,  Minority  P.nsiness  Knterprise:  12.(>()0.  rommunitv 
Kconomie  Adjustment;  2.'i.(K)l,  Api)ahichian  Uejiio;ial  Dev(df)ptnent :  oO.OO;^  Kco- 
nomie Opportunity  -Loans  for  Small  Businesses:  ."iO.rKm,  Alin^i^ity  Husiness 
veIoi)ment  :  .■)0.012,  Small  Husiness  Loans;  oO.Ol.'i,  State  and  Lo^'ul  DevebaMuent 
<'ompany  J^oans. 


1I.:J0'J    RCOXO.Nfir    nKVKrOI>MK\T    PrANMN(i  ASSIf^AXrR 

t  Develoi)nient  District  Pro^,'ra m  ;  Redevelopment  Area  Pro^2:ram) 

ranKRAI.   AGKNCY:    RCOXOMIC  DKVKUOPNIRXT   AnXflMSTRATrOX,    PRPARTMEXT  OF 


C'OM.\fKRCR 


Authorization:  42  F.S.O.  31."»lfh).  .31o2;  Puhlie  AVorks  and  Eeonomie  Develop- 
ment .Vet  of  HMl-);  Public  Law  M<)-130,  as  amended  hy  Public  Law  00-103  Puhlie 
Law  01-125  and  Public  Law  01-304. 
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i  )l>j**<'tiv<'.s  :  To  (l<»v«»l()p  limit  i-(M>unt\  district  ( and  n'dcvclopiiH'nt  ai'ca  i  phniiiiiiK 
(*upal)ility  und  therel)y  n.ssur«»  oftVctivc  iilti/jil ion  of  n'soui'ccs  in  on'atiJiK  fnll- 
tiiiu*  pernianeiit  jo!>.^  for  the  uiuMiiplo.viMl  nnd  tlu*  uiidcrciuploycd. 

TyiM's  of  «Msistnnce  :  TrojiM't  (innds. 

I'si'H  and  us(»  restrictions:  (rraiits  arc  used  for  planinn«.  slaff  salaries,  and 
otlHT  a<linlnistrat i\'<'  c\p(»ns(»s  />f  tla*  economic  dc\ clnpniiMil  or^aid/.ation. 

,  Klif/ihilitff  rrf/uirf-rm  ntM 

Applicjiiit  l-i^ihllity:  <a)  Areas  designated  as  ••redevelopment  areas'*  or  d<'- 
teriniiied  hy  tne  Secretary  of  Commerce  to  liave  ••snb^taiitial  need"  (nv  planning; 
uss'i.stanee.  (b)  (fr()n])js  of  adjoinin^^'counties,  lal)or  nuirket  areas,  and/or  Indian 
reservations  whicli  include  at  least  two  areas ,  designated  as  ••rcdevelopnient 
ar(»as"  by  the  Secretary  of  Commerce,  and  1  or  more  centJM's  of  ^rrow  th  not  o^  cr 
'2oiUm)  population. 

lieneflclary  Klij;i!>ility  :  Sani(»  asjipplicanl  ell«il>ilit.\^ 

Credeiitials/Docnujentation  :  Kvidenee  tliat  development  organization  is  l)i'oad- 
ly  representjitive  of  social  econonu^  and  i)olitical  Kroni)?^  in  area. 

Aitpiirathm  v'ftd  airarff  prorcstt  , 

Pren])i)Iication  Coordination:  State  and  KDA  concurrence  in  or«ani/.ation  and 
boundary  of  .mult  i-eoinity  district.  Intent  to  file  ai)i)licat  ion  must  1)(»  coordinated 
ill  a(M'ordance  with  .^.tHce  of  Management  and  iiud^'ct  Circular  Xo.  A  !>,*). 

Api»li<-ation  Procedure:  Completion  ^)f  Form  Kl)  :{()!  (application  for 'I'itle  III 
rianninK  and  Administrative  Crvants-in-Aid ) .  'IMie  api)li(  at  ion  is  sui»nntled 
tbrouKh  an  Kconomie  Development  Administration  r(»i)reMMitati ve  to  the  ai)pro- 
l)riate  rt^^ioaal  office. 

Award  I'roet>dure  :  (iranf  api)Iications  for  ecmiomic  develoiiment  organizations 
in  redevelopment , areas  and  econonii<-  development  <listrlcts  as  ai)]»rove<l  by  I  lie 
Assistant  Secretary  for  Kconomi<-  i )eveloiuiient.  Department  of  Conunerce.  \ot i- 
fieation  of  j^rant  ai)provals  are  pro\'ided  to  tlu»  Stat<'  Control  information  Uecep- 
tion  A^eneles  on  Stan(fard  Form  210. 

I )ead lines  :  None. 

Uan^e  of  Approval  ^I)isapi)roval  Time  :  30  to  {).'>  <la\'s. 

Ai)i)eals:  Not  applicable. 

Keiiewals:  (Jrants  are  nmde  for  1  year  period  an<]  are  renewabh*". 
AMHixtanri'  ron^iflfratfona 

Formula  and  MatehiuK  Kequirements :  A  inluijuum  of  'Jo  i)ercent  must  he  ob- 
tained from  uon-Federal  sources.  1'his  may  be  in  the  form  of  eaclrand  '•ju-klnd*' 
contributions. 

Length  and  Time  Phasing  of  As'sistanc(»  1  year. 

l^ftMt  a/txisftanrr  7'equirf'tnf  nta 

Uept>rts:  Qmirterly  financial  reports:  periodic  proj^rcss  reports;  ••D<»si;rna(i()n  . 
status  -eonferrin;?  eilKibility  for  K1)A  pul)lic  Worlvs  grants  and  loans  nnd  bnsi- 
ness -loans  and  loan  Knaraute(»s    is  dei)endent  on  completion  and  a  anna  1  iip-<latinii 
of  an  Overall  Feonomie  Devtdopnient  rro^^^i-am   (DFDIM   satisfactory  to  the 
State(s)  and  to  the  Secretary  of  Conuuere**.*' 

AuiUts:  All  records  relating  to  (he  k'rant  i)ro;j:ram  are  subject  to  audit  bv  I-:dA 
and  l)y  t)ie  Comptrot^er  (icneral  of  the  C.S..  oi'  by  their  d(»siKru'<M  s ) . 

Records:  Fiinmeial \M-ords  must  be  maintained  until  :>  years  after  the  expira- 
tion of  tlu>  jcraiif. 

Financial  inforniatif/n 

Aeconnf  Identificath)h  :  (M^^-l 0-2(^2  n  1  .lOT. 

DbliKations:  ( (Jrants  >  FY  70  1>(m  100  (  $4.()0(>,(HM)  districts  ami  $011000 
areas)  :  FY  71  est  $(J.lfr).0(K)  ($.-.000,000  districts  and  Jj^l.lD.l.OOO  areas)  •  'md 
FY  72  est  $(>,10.-).0(K)  (  .^-I.O.m.OOO  districts  and  -SI .2 10.000  areas ) . 

UaUKe  and  Average  of  Fimim-ial  Assistance:  lj52().fK)0  to  .$7.-,()00 ;  .$4;i.(M)0. 

FroKram  aceomplishments  :  In  liseal  year  1070.  12s  j^'rants  (102  di.'^triet  ^^rnn^s 
and  2()  area^^rants)  were  awarded,  lu  fiscal  year  1071.  140  grants  (11.-)  distric  ts 
and  .'{()  area  grants)  will  be'&warded. 

Regulations  guidelines,  and  literaturt*:  FDA  Economic  Development  Di.^tricts  • 
A  Job  Creating  Fro^ram  :  FDA  lMannjn«  (Jrants  for  Fcou(anic  Development  •  The 
Kconomie  Development^ )istnct  Program  ;  ami  (Qualified  Area  :  Criteria  and  Data 
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InformaiUm  contacts 

Hcgionnl  or  Local  Office  :  Refer  to  the  appenaix  of  the  catalog  for  El) A  regional 
oflice  addresses. 

HeiulquarterH  Office:  I)irector,  ()ffice  of  I)ovelopnient  Orf?anizations,  Economic 
Devchipinent  AdniiniHtnitiOn.  T'.S,  Dc'partment  of  Commerce,  Washington,  D.C. 
2irS\il  TeU'i)h<me  ^  ( 2()2 )  'M'S  S7\r>. 

Related  profrrHms:  ll/MKi,  Economic  Development  -Technical  Assistance; 
22.001,  Intergovernmental  Keliitlons  AdviHory  Service;  23.000,  Ai^palachlan  I^ocal 
I)ev(»iopuu»nt  Di.strict  Assistance. 


KcoNOxric  Dt:vEr.oi\MKNT-rKcnM(  ai.  absihtanck 

(FEnKKAL  AC.K.VCY  :  KCONOMIC  nLVEU)PMKNT  ADMIN IHTItATIOX, 
DiiPAKTMFiNT  Of  COM  MERCK) 

Authorization:  .12  V.HX\  Jiir>l(a),  31.12,  IMiblic  Works  and  Economic  Develop- 
ment A<-t  of  imri;  Public  Law  ^9-13«,  as  amended  by  Tuhlic  Law  90--103,  Tublic 
Law  91-123  and  Public  r>a\v  m  3(>4. 

Objectives:  To  .solve  problems  of  eoonondc  growth  in  EDA-deslgnated  geo- 
;rrn»)hi<*  nreaH*  and  oth(»r  areas  of  substantial  need  through  feasibility  studies, 
mnnaKemVnt  and  operational  assistance,  and  other  studies. 

Types  of  assistance*  Project  Grant  (and  contracts)  ;  Dis.«^emination  of  Tech- 
nical Information. 

I'ses  and  nse  re.'^trictions :  Technical  assistance  is  used  to  provide  information, 
data,  and  know-liow  in  evaluating  and/or'shaplng  speclfic:proj(»cts  and  projirrnms 
related  to  economic  development.  It  is  used  in  economictSly  depressed  areas  of 
the  c*nintry  and  in  similar  <*ection.s  of  urban  areas.  Technical  assistance  may  be 
in  the  form  of  .services  provided  by  contract,  or  direct  grantj^ 

F.liOihUity  rvqxtiremrntft 

Applicant  EH^rih^lit;? :  While  there  are  no  specific  applicant  eli;rit)iUty  require- 
ments most  technical  a.ssistanee  applicants  are  private  nonprofit  groups  or 
nnini(4pal  or  county  governments  or  entitles  thereof,  located  In  economically 
depressed  areas  of  the  county.  Infre<i|tiently,  technical  assistance  Is  given  to  small 
private  business  firu>s;  however,  this  technical  assistance  must  be  repaid  to  the 
(Jovernment. 

Peneficiary  Eligibility  :  Same  as  applicant  eligibility. 

Credentials/Documentation  :'No  rigid  requirement.  However,  corporation  char- 
ters are  usually  requeste<}. 

Af}{ilirntioi\a>id  award  prorrnH 

Preapplication  Coordination:  Applicant  slujuld  coordinate  ;^vlth  EDA  regional 
offic(»  serving  his  State.  Intent  to  flle_ application  must  be  coordinated  in  accord-  - 
nn<  e  with  Office  of  Mauag(»ment  and  TPhdget  Circular  Xo.  A-iK<. 

Application  Procedure* :  Submit  application  to  EDA  regional  office  on  form 
ED  .'^(C  >  if  grant,  also  use  supplemental  form  EI)-30i). 

Award  l*rocedure :  (Jrants  and  contracts  to  provide  ltiformati(m,  data,  and 
know-how  in  evaluating  and/'or  .shaping  projects  f^nd  programs  related  to  eco- 
nomic development  are  approved  by  the  AsHl.'-'ta|it^^^j^cretary  for  Econondc 
Development,  Department  of  Commerce..  NotificaUon/>f^ant  approvals  are  pro- 
vided to  the  State  C(*nfral  Infonuatlop^ Reception  AgeiirteH  on  Standard  Form  240. 

Iijmg(»  of  Approval/ Disapproval  Time  :  1  uk^t^  to  3  months,  hut  may  be  longer, 
dcpeiullng  uptm  condition  of  application.        *^  '  ^ 

Appeals  :  Xone.  A 

Renewals:  Technical, .assistance  may  be  renewed.  Ilbwerer,  the  limit  is  nor- 
mally 3  years.  '  , 

.  A.^fiistance  consider  at  irm^ 

Eormida  and  Matching  Re<iuirement« :  Technical  assistance  must  be  related 
to  near-term  job  and  lnc(mie  creation.  For  grants,  contribution  by  grantee  of  25 
liercent  or  more  of  total  cost  in  cash  or  in  kind  is  required. 

Length  and  Time  I?hasing  of  Assistance:  Varies,  but  usually  period  of  1  year 
or  less.  No  time  phasing. 

Po<if  assistance  requirements 

Reports :  Quarterly  reports,  sometimes  more  frequently,  are  required. 
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Audits:  Amlits  are  iwrformed  on  a  HampIIng  baslH;  unuHually  large  or  com- 
l»ll<'atecl  project  grants  are  audited  routinely. 

tfUeoords:  Financial  records  nre  re<iulred  to  be  kei)t  for  a  iieriod  of  3  years 
followinf^  compietlon  of  j^rant. 

Finanriat  infonnation 

Account  Identification:  0(^10-2031* -<>-1^5()7. 

UhllKations:  ((;rants  and  contracts)  FY  70  $12^1)S,(KK)  ($9,019,000  grants  and 
$2,479,000  contracts);  FY  71  e^^t  $12,410,000  ($0,H90,()00  tyrants  and  $2,520,000 
contracrs):  and  FY  72  est  $12,700,000  (.$11,7«0,(K)0  ffnints  and  $1000,000 
contracts). 

HauKe  and  Avera^eof  Financial  AsslNtance  :  $r,()0  to  $4iK),(K)().  Technical  assist- 
ance services,  nuch  as  feasibility  studies,  average  $25,0(K).  Technical  asslstanc** 
l>roject  Kraijts  average  around  $80,000  to  $1(M),0(K)  per  year. 

Program  aceoniplishuients :  in  flw  al  year  1970,  292  projects  (grants  and  con- 
tracts Mvere  Initiated. 

Regulations,  guidelines,  and  literature:  Lejiflet  entitled  "KDA  Technical  Vs- 
sistame.  What  It  Is,  How  to  Appl)-." 

Information  contdctJi 

Regional  or  Local  Office,  Refer  to  the  appendix  of  the  catalog  for  KDA  regional 
office  addn'sses. 

IIead(juarters  Office:  Initial  contract  should  he  at  the  regional  office  level  ex- 
c<fpt  for  proje<t^  which  are  national  in  scope.  In  which  case,  initial  contact 
should  he  with  headquarters  office  Director,  Office  of  Technical  Assistance, •Eco- 
nomic Development  Administration,  F.S.  Department  of  Commerce,  Washington 
D.C.  20230.  Telephone  :  (202)  967-5111. 

Related  progranjs:  11.302,  Kconomic  Development-Planning  Assistance  22.001, 
Intergovernmental  Relations  Advi.sory  Service;  23.009,  Al)palachlan  Local  De- 
velopment District  Assistance. 

Coast  A  I.  Plains  Regional  Action  Plan  ni  no  Commission 

liH.'iMl  coastal  plains  BKOIONAL  ECONOillO  DEVELOPMENT 
»  (OIlANT-rN-AI!)  srPPLKMENTS) 

FEDEKAL  AOENCY  :  CO.\STAr,  pr  AINS  KEtflONAL  COM  MISHTON 

.Vuthori/jition  :  Puhllc  Works  nnd  Kcononuc  Development  A(  t  of  li;(M ;  Puhlic 
Law  H{)^13tj  a^  siin«'nded  by  Puhllc  Law  90-103.  and  r'n!>llc  Law  91-123:  4** 
C.S.C.3Wa. 

Ohjectives:  To  enable  States  and  other  entities  to  take  maximum  advantage 
of  Federal  grant-in-aid  progranm  for  the  construction  or  c<|uipplng  of  facilities 
or  the  ac(|iiisItion  of  land. 

Types  of  assistance  :  Project  O rants. 

Cses  and  u*^e  restrictions:  Grant-in-aid  supplements  provide  a  i>ortioiJ!t)f  the 
local  share  of  Federal  grant-in-aid  programs  for  the  construction  or  equipping 
.of  facilities  or  the  accinlsitiou  of  iand  when  the  conuuunlty,  l)ecau.se  of  its  eco- 
nomic situation,  cannot  supi)ly  the  nuitchlng  share.  Total  Federal  a.ssistance 
cannot  e\ce«'d  so  percent  of  eligible  project  cost.  When  the  l)asic  grant  agency 
certifies  thnt  the  pj-ojjosed  project  coiild  he  fiuuled  if  funds  were  available,  the 
conimission  may  prntvlde  alTor  any  portimi  of  the  basic  Federal  cr)ntril)ution. 

Aptdicaut  KliglblHty  :  State  and  other  entities  within  the  region  (gcnernlly 
any  political  subdivision  or  private  or  public  nonprofit  organization).  Designated 
counties  within  the  States  of  Georgia.  North  Carolina  nnd  South  Carolina. 

Beneficiary  Kligibility  :  Same  as  applicant  eligibility. 

Credentials/Documentation:  Copy  of  basic  grant  application,  plus  CPRC 
application,  including  statement  of  regional  significance. 

tpfitication  and  niranl  prorra.9  *• 

Preapi)Hcation  Coordination  :  Through  Governor's  representative  for  CPRC 
affairs.  ' 

.Vpplication  Procedures:  Apply  for  basic  Federal  granl-ln-aid  with  approiiriate 
Federal  Agency  and  obtain  determination  of  distrU)ution  of  Federal  and  local 
.share  of  project  financing.  Proje<'t  ai)i)llcation  must  l)e  approved  by  Governor  of 
r>.'5-.-»S2— 71-|>t.r4r-    ir>  -  . 
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Stnh'  in  which  the  j>roj(M'r  in  Nx^ittMK  Applicant  applies  throng)!  ftre  Governor's 
Office  for  CoiiiiniHHion  UHsistatice  to  meet  with  hwal  share  nM|niren»entH.  T'poii 
State  approval,  the  ('onitnissioti  considers  and  determines  leN'el  of  participation 
in  proj<H  t, 

Award  Trocednre:  ( 'ommission  notifios  applicant.  Kech'nil  c(j-<hairnuin  notifies 
i)a*^i<'  KHint  aK^'ix  y  of  < 'omiiiission*>  appro\a]  to  assist.  Hnsic  ^'rnnt  aK<*ncy  maizes 
jiward  of  rhisic  ^'iaii(  acc(H(liMK  to  Its  own  awarding  pro(  echires. 

Deadlines:  None.  ^  ^ 

UanK<'  of  App^;oval/I)isapproval  Timet  l.*>  (o  (}()  days. 

Appeals  :  None. 

IlenewalK :  None. 

Ifi.siHtancv  vofutidvratiomt 

Formula  and  Matching  lUMpdrements  :  Total  Federal  assistance  cannot  exceed 
SO  percent  of  elif?lhle  project  costs.  The  State  or  commnnlty  nnist  tinurjce  the 
reninininff  project  costs,  not  less  than  20  percetjt. 

I,enKth  and  Time  Fasslni;  oT  A.ssit^tance  ;  Fn  the  event  that  the  \\()rk  int(»ndod 
to  he  financed  l>y  a  supplementary  frrant  in  not  completed  or  committed  hy  con- 
tract witliin  JH  montlis  nfter  the  date  thereof,  the  commission  re.serves  the  rl/;ht 
at  the  Federal  co-ciuiirman's  option  to  terminate  the  supplementary  f;rant  and 
all  ohliijations  thereumler. 

Reports  :  As  recpiired  hy  haslc  ^'rant  agency. 

Audits:  All  records  reiatiufr  to  the  ^^raiit  are  sul).|ect  to  audit  i»y  the  HeKional 
Copuni.ssion  ami  hy  the  ComptroUer  (»enernl  of  tlje  Tnited  Stales,  or  other 
designee!  s). 

Itecords  :  As  necessary  for  ahove-meut  i(me(l  audit. 

Finnnvinl  information  ^ 

Account  Identification:  0^  15  21tM)  0  \  Tm. 

(Hdiu'ations:  (f;rants)  FV  70  $;{.LW.!KlO:  FY  71  est.  $:{,K*W.OOO:  and  FY  72  est. 
$4.<M0.000. 

KanKo  and  Avera^'c  of  Finani-ial  Assistance  :  $;?«,000  to  $t),>4,000 ;  ?2m),000. 
I'VoKram  accomplishments:  In  fiscal  year  lljfo,  11  projects  were  funded 
KeK»ihiti(Uis,  ^'uidelines.  and  literature:  (T*HC!  Hesolntion  No.  10,  April  30. 
lOtis  ;  api)lica1ion  for  VVWi '  Supplemental  ^rant :  CVWV  hrochure. 

f nfornifttion  rontuctx 

KeKional  of  I.ocal  Office:  Federal  co-chairnmn's  Field  Office,  Federal  liuildiUK. 
Liidy  Street,  (^)lumhia.  South  Caroliiia  2*»201.  Telephone:  {S0;{)  25:5  Km,  exten- 
sion 274. 

Ileathjuarter  ^  Office  ;  Coastal  iMaiifs  Hc^i^'nal  Coiinnission,  2000  L  Street. 
X.W..  Hoom  Ml.  ^VashinKton.  0.(V  20O.Sti.  TelcplKaie  :  (202)  n07  :{7.i:}. 

Related  i>ro^rams:  11. ,'^00.  Kconomic  Oevelopment  Orants  and  Loans  for  Fuhlie 
^York's  and  I)evelopmet>t  Facilities;  U.;U)1.  Economic  I)evelopment-r>oans  for 
lousinesses  and  Oevelopment  Companies;  23.001.  Appalacliian  Ue^'ional  Economic 
OvelopnietJt :  '{S.OOl,  Four  Corners  He^'ional  Kconomic  Development:  IS.OOl, 
New  Fn^'laud  Uej^ional  F<'onoudc  Development:  .")2.(M)1.  Ozarl^s  KoKional  Kco- 
nomic Dt^velopment  :  r)f).01.H.  State  and  Local  I)eveh)pnjent  Company  Loans; 
03.001,  rpper  (Jreat  Lal^^t;  Hes:ioual  FOconomic  Development. 


FOI'K  COKNFRH  RKtUOVAL  A(T'ION    I>I..\NVINO  COMMISSION 

;;R.t)oi  Foru  eoKVKiis  Ri':{iiox.vi,  kconomk^  dkvki.opmknt 

(  OKAXT-TN-AII)  HrPPl.FMKNTS) 

KKDKRAr.  A(;KNrv  :  Foru  eORVKlW  kkcionai.  commihsiox 

Autliorizatlon :  Puhlic  Works  and  Economic  I)eveloi)menf  Act  of  1005  ;  Puhlic ' 
Law  .SO-L30  as  amendtnl  hv  Tublic  Law  00-103,  and  Puhlie  Law  01-123;  42     S  C 
31MSa. 

Ohjectives:  To  eimble  States  antrother  entities  to  talce  maximum  advantage 
of  Federal  jrrant-in-aid  programs  for  the  construction  or  e(piippinp:  of  facilities 
or  the  ar(piisition  of  land.  *■ 

TyiK'S of  Assistance  :  I'rojeet  (irants. 
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Vkch  ami  use  restrictiona :  Oraut-iii-alU  auppleuieiits  provide  a  portion  of  the 
lot-jil  tihare  of  Federal  grant-in-aid  prograniH  for  the  construction  or  equipping 
of  facilities  or  the  u<*<iulHUion  of  land  when  the  community,  because  of  its 
economic  situation,  cannot  supply  the  matchln^j  share.  Total  Federal  assistance 
canoot  exi-eed  W)  percent  of  ellKible  project  cost.  When,  in  a  ^ivcn  year,  the 
Imsic  KPaut  agency  has  expended  It«  proKHitn  monies  bnt  ifl  willing  to  certify 
that  a  s|HM-iHc  project  co\ild  be  approved  if  fiindn  were  available,  the  <'oinniiH- 
siou  may  provide  all  or  any  portion  of  the  Federal  c(mtribut!on  to  that  project. 
FJiyibUity  requirements 

Applicint  eligibility;  State  and  other  cntHies  within  the  region  (generally 


nummary  of  the  manner  in  which  the^projegt-  will  i)e  financed,  provide  a  de- 
tailed economic  justitication  for  the  propcij^al,  and  certify  compliance  with  var- 
ious statutory  re<|uirements  of  the  program. 

A/jplumtion  atut  aimrd  proccoo 

lir**»PPlication  coordinatioa  :   Conference  before  formal   application  sub- 
mission. 

Application  procedure:  Apply  for  baste  Federal  Kniat-in-aid  with  appropriate 
Federal  Agency  and  obtain  determination  of  distribution  of  Federal  and  local 
.share  of  iiroject  finaiicliifj.  Project  application  must  be  approved  by  (iovernor 
(»f  State  in  which  the  project  is  lo<-ated.  Applicant  applies  through  the  Gov- 
ernor's Office  for  Commission  aasistance  to  meet  with  local  share  requiremeats. 
Cpon  State  approval,  the  Commission  considers  and  determines  level  of  partl<-i- 
patlon  in  project. 

Award  l*rocedure  :  Cominlsslon  notifies  applicant.  Federal  co-chairman  notifies 
basic  jjrant  a^jency  of  (Commission's  approval  to  assist.  Basic  grant  agency  makes 
award  of  basic  grant  according  to  its  own  awarding  procedures. 

deadlines :  None. 

Uange  of  Approval/Disapproval  Time  :  60  days. 
Appeals  :  Xone. 
Uenewals  ;'Noue. 

^uitintnnrc  C(msiderati(ms 

Formula  and  Matching  Uequirements :  Total  Federnl  assistance  cannot  exceed 
•    so  iMTcent  of  eligible  project  cost.s'.  Tlie  State  or  coniiimnity  must  fijiinice  the 
remaining  project  costs,  not  less  than  20  percent. 

i/cngfh  and  Time  I'ha.sing  of  A.ssi.stanee :  In  theVvent  that  the  work  Intended 
^.to  be  financed  b.\  a  suppicnientMry  grant  shall  not  hnve  been  <-ornpI<'te<l  or  vnm- 
mitted  by,  eontract  within  18  months  after  the  date  thereof,  the  commission  re- 
serves the  right  at  the  Federal  co-chairman's  option  to  terminate  the  suDole- 
mentaryl^r^nt  and  all  obligations  thereunder. 

Pffitt  amtiatarhr  rcquircmcnta 

Reports:  As  required  by  basic  grant  agency  and  the  Commission. 
^  Audits:  All  records  relating  to  the  grant  are  subject  to  audit  bv  the 
(  ominl.ssion  and  by  the  Comptroller  (ieneral  of  the  Cnlted  States 
designee  (s). 

Records  :  As  necessary  fr)r  above-mentioned  and  it. 
Financr  infomtatian 

Account  Identification  :  00-1 5-2100-0-1  >r)07 
c/kII^^S'^^"""  •  ^^''•^"^•^^  $:>.r>l)n.OOO:  FY  71  est  $.1,100,000:  and  FY  72  est 

litinge  and  Average  of  Financial  Assistance  :  .i;7,(K)0  to  $42«,0(X)  •  S,K\  7(K) 
Program  Accomplishments  :  In  fl.scal  1070,  37  projects  were  funded 
Regulation.s,  Guidelines,  and  Literature:  "Guidelines  and  Procedures-  Four 

(orners  Regional  Commis.sion  Financial  As.»<istance  Program,"  by  Four  (^orners 

Regional  (Commission  Petroleum  Plaza  Building,  Farmlngton,  Xew  Mexico  S7401. 

Inffurmatifm^  contacts 

Regional  or  Local  Office:  Commis.sion  Headquarters.  Four  corner<^  Refiional 

Commi.ssion,  Petroleum  Plaza  Building  Farmiigton,  Xew  Mexico  87401  {^^"e- 

N 
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Iihone:  (505)  327-9026.  State  Alternates:  Mr.  Hawley  Atkinson,  Officer  of  the 
Governor,  State  Capitol.  Phoenix.  Arizona,  telephone:  (WZ)  271-4381;  JMr. 
Dvvlght  Xell,  Department  of  Business  Development.  State  Office  Building.  Den^ 
ver.  Colorado,  telephone  (803)  8^-2350;  Mr.  Keith  Dotson.  State  Planning 
Office,  State  Capitol,  Santa  Fe,  New  Mexico,  telephone:  (505  )  827-2315;  Mr. 
D.  Uowe  Moffat,  Industrial  Promotion  Commission,  State  Capitol,  Salt  Lake 
Clty,  UtQh,  telephone:  (801)  322-1187.  ' 

Headquarters  Offloe:  Commission  Heaff^uartera,  Fpur  Corners  Beglonal  Com- 
mitjslon.  Petroleum  Plaza  Building,  Farmlngton,  New'  Mexico  87401.  Federal 
co-chaIr man's  Office,  Four  Corners  Regional  Commission,  Office  of  the  Federal 
coK^halrman^  1898  Commerce  Building,  Washington,  D.C.  20230.  Telephone: 
(202)  WJ7-5534. 

Related  Programs:  11.300,  Economic  Development-Orants  and  Loans  for 
Public  Works  nnd  development  Facilities;  11.301,  Ii2conomlc  Development- 
Loans  for  Businesses  and  Development  Companies ;  23.001,  Appalachian 
Regional  Economics  Development;  28.001,  Coastal  Plains  Regional  Bconoltalo 
Development;  48.001,  New  England  Regional  Economic  Development r  52.001. 
Ozarks  Regional  Economic  Development;  59.013,  State  and  Local  Development 
Company  I-oans:  (J3.001,  Tpper  Great  Lakes  Regional  F>onomlc  Development. 


New  En(ji.a.'^I)  Rp:oio.'<?ai.  Actio.n  Planning  ('oMMISSIo^f 

4H.UU1   NEW  ENOUiNl)  BEOIONAL  ECONOMIC  DEVE1X)PMEWT 
(GRANT-IN-AID  StTppLEMENTS) 

FEDERAL  AGENCY  :  NEW  ENGLAND  REGIONAL  COMMISSION- 

Authorization:  Public  Works  and  Economic  Development  Act  of  1065;  i'ubllc 
Law  89-130  as  amended  by  Public  Law  90-ia3,  and  Public  Law  91-123;  U.8.C. 
3188a. 

Objectives :  To  enable  States  and  other  entitles  to  take  maximum  advantage 
of  Federal  ^rant-ln-akl  programs  for  the  construction  op  equipping  of  fatilltles 
or  the  acquisition  of  land. 

Types  of  assistance :  I'roject  Grants. 

r^es  and  use  restrictions:  Orant-ln-ald  supplements  provide  a  portion  of  the 
local  Hhirre  of  Federal  grant-in-aid  programs  for  the  construction  or  equipping 
of  facilities  or  the  acquisition  of  land  when  the  community,  because  of  Its 
economic  sitmitlon  cannot  supply  the  matching  share.  Total  Federal  assistance 
cannot  exceed  80  percent  of  eligible  project  cost.  When  the  basic  grant  agency 
certille*^  thjU  the  proposed  project  conld  be  funded  If  'nnds  were  available,  the 
coninilsslon  may  provide  all  or  any  portion  of  the  basic  E|edefal  contribution. 

BUvibilitif  requirement 8:  ^  J 

Appllciint  Eligibility:  States  and  other  entitles  within  the  region  ^generally 
any  political  subdivision  of  privnte  or  public  nonprofit  organization).  The  New 
England  Region  covers  the  States  of  Connecticut,  Maine,  Massachusetts,  New 
Hampshire,  Rhode  Island  and  Vermont. 

Beneticlary  Eligibility:  Same  as  applicant  eligibility. 

Credent  la  Is/Docunientatlon  :  None. 

AppVwQixm  ami  award  prooesH 

Preappllcatl<m  Coordlnathm  :  Not  applicable. 

Api)licntion  Procedure:  Apply  for  basic  Federal  grant-in-aid  with  appropriate 
/Federal  Agency  and  obtain  determination  of  distribution  of  Federal  anch  local 
share  or  project  financing.  Project  aplicatlon  must  be  approved  by  Govenhor  of 
State  in  which  the  project  Is  located.  Applicant  applies  through  the  Governor's 
Office  ft)r  Commission  assistance  to  meet  with  local  "Share  requirements.  Vptm 
$tate  approval,  the  Comml.ssion  considers  and  determines  level  of  participation 
in  project. 

Award  Procedure:  Conmil.s.'^lon  notifies  applicant.  FfMicral  co-chairman  notifies 
basic  grant  agency  of  Commission's  approval  to  assist.  Basic  grant  agency  makes 
award  of  basic  grant  according  to  Its  own  awarding  procedures.  Notification  of 
award  is  made  to  the  designated  State  Central  Information  Reception  Agency 
(SF240). 
♦      Deadlines :  None. 

Range  of  Approval /Disapproval  Time :  30  to  90  days. 

Appeals :  None. 

Renewals:  None.  . 
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AHHUtance  tnmitiderationa 

Formula  and  Mutrhing  Re<iuirein(»iit^ :  Total  Federal  a»i4f»tan(v  ninnot  ex- 
'i^d  80  i>ercent  of  eli(^b)e  prcject  eostfi.  The  State  of  coiunmnfty  must  fluance 
tnK4;eniaining  project  coats,  iioJVflfl  than  20  percent. 

I..ettgUlJ)ud  Time  Thimiuc  of  ^^slstunce:  In  the  event^^iftt  the  work  intended 
to  be  tlimnceil  by  a  HUpi>lein(*utury  ^runt  Hhall  not  have  Imhmi  (completed  ur  com- 
mitted by  contract  withlb  IS  montb^  after  the  date  thereof^  the  comnilHNion 
re»epve0  the  right  at  the  Fetleral  ro-rhairmatrH  option  to  terndnatc  the  supple- 
laeiitary  crant  and  all  obligations  thereunder.  ^ 

f*f>Ht  ttHsUtanev  rvqnirementa 

Ke)M)rt»  :  Ah  rc(|Uired  by  basic  grunt  Jigency. 

Audits:  All  records  relating  to  the  grant  are  Hu!)Ject  to  audit  hy  the  regional 
comniiHtdow  and  by  the  (Niniptrollcr  (Jencral  of  the  I'nited  States,  or  their 
det4iti:nee<»). 

lie<*or<ls:  \^  necessary  for  al)oV(»-Mientioaed  audit. 
hlnnn&at  injnnnation  * 

Accoimt  Identification:  0(i~ir>  ^KKV-a  i  507. 

Obligations:  (Grant)  FY  70*^:52,871,101;  FY  71  e«t  $2,0.10,000:  and  FY  72  eat 
.1!2.28.">,000. 

Range  and  Average  of  Finan<-iiil  AHsiMtance:  .^l-'MHW)  to  .%'^«H.(MM):  .*i;ir>iaOO. 
Program  uccoinplinbinentH :  In  flucal  year  1070,  2?)  project.s  were  funded. 
Hegulatioim.  gnidelineH,  and  literature;  -Annual  Iteport,"  'Itegionnl  I)cvcIo|>* 
n.ent  IMan."  "Monthly  liighlightN." 

Information  contacts 

Regional  or  X^ual  Office:  Office  of  the  Federal  co-chairman.  New  Knglaiid  Re- 
gional Conmdmion,  Tm  ('ourt  Street,  Boston,  MaHsachusettH  02108.  Teleplume: 
i«17)  22JW04r>. 

HendquarterR  Office:  Office  of  the  Fe<leral  co-<'hairman.  New  Kngland  Regional 
<\>mndKFiion,  Room  2000,  Main  roniineree  Building,  Washington,  20230. 
Telephone:  (202)  «C7-434:i 

Relate<l  programs:  ll.;i00.  Eeonoftiic  I>evelopment-0 rants  and  Loanti  for  Pub- 
lic Works  and  Development  FaellltleH;  11.301.  Economic  I^evelopment^ — Loans  for 
BusineHS  and  Development  Companies  :  23.001,  Appalachian  Regional  Economic 
Development;  28.001,  Coastal  Flalnn  Regional  Economic  Development:  38.001, 
Four  Corners  Regional  Econonde  Development  •  52.001,  Ozarks  Regional  Eeo- 
nomle  Development;  50.013.  State  and  Lcwal  r)cveloi)ment  ('omp»>"y  Loans; 
♦Ui.OOi,  rpper  Great  I>ake£]  Regional  Development. 


/     OSiABKS  REGIONAL  ACTION  PLANNING  COMMISSION 

,  ft2.001  07.ARKS  BEOION^  ISOONOMIO  DEVELOPMENT 

(GRANT-IN-AID  SUPPLEMENTS) 

KKDERAL  AGENCY  :  OZARKS  REGIONAL  COMMISSION 

Authorization:  Public  Works  and  Econonde  Development  Act  of  UMlTi;  Public 
Law  89-138  as  amended  by  Public  I^w  OO-lOTi.  and  Public  Law  01  12.'^;  I\S.C. 
3188a. 

Objectives:  To  enable  States  add  other  entitles  to  take  maximum  advantage 
of  Federal  grant-in-aid  programs  for  the  construction  or  equipping  of  facilities 
^5^<he  acquisition  of  land  for  economic  development. 

Tvpes  of  assistance  :  Project  Grants. 

T'ftes  and  use  restrictions:  Orant-in-aid  supplements  provide  a  portion  of  tlie 
local  share  of  Federal  grant-in-aid  programs  for  the  construction  or  equipping 
of  facilities  or  .the  acquisition  of  land  when  the  community,  because  of  Its 
economic  situation,  cannot  supply  the  nmtching  share.  Total  Federal  assistance 
cannot  excwd  80  percent  of  eligible  project  cost  When  the  basic  grant  agency 
certifies  that  the  proposed  project  could  be  funded  If  funds  were  available,  the 
commission  may  provide  all  or  any  portion  of  the  !)asie  Federal  contribution. 

Eliffibility  requirements 

Applicant  Eligibility:  States  and  other  entities  within  the  region  (generally 
any  jwlitlcal  subdivision  or  private  or  public  nonprofit  organizations).  Designated 
counties  within  the  States  of  Arkapsas,  Kansas,  Missouri  and  Oklahoma. 
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Henefidary  KllKlbllUy  :  Same  aH  applicant  eliffihilUy. 

Oedentials/DocumeutuHon  :  ApplicaMon  acceptahle  to  a  Federal  iMnic  grant- 
in-aid  a  j?en<>y. 

ApplU'Qtion  and  aioard  prorcan 

Preappllcatlon  Coordination:  ApplicationH  Jor  aid  must  he  coordinated  with 
the  (lovernor'H  (torkn  Alternate  in  each  Htate  and  the  ()\arltH  < 'oniiidHHion  liaison 
*i)tticer  in  each  Htate. 

Application  Procedure:  Apply  for  hasic  Kecieral  f;rant-in-ai(i  with  appropriate 
Federal  Agency  and  ohtain  determination  of  distrihntion  of  Fnleral  and  local 
Hhare  of  project  financing.  l^roJe<'t  appli(^atlon  nuiHt  he  approved  by  Governor  of 
State  in  which  the  proJtM  t  is  locatipd.  Applicant  applies  throuRh  ttie  (iovernor's 
Office  for  Commission  asftiatance  to  meet  \vith  local  share  requirements.  Tpon 
Stnt^  approval,  the  Commission  colliders  and  det(»rmines  level  of  participation 
4n  project. 

.Vw'ard  Procedure:  Commission  notifies  apr)lic{int.  Fecieral  co-chairinnn  notifies 
basic  «ranr  agency  of  Commission's  approval  to  assist,  liasic  arrant  aKciK-y  makes 
award  of  hasic^rant  according:  to  its  own  awardinp:  pr(M*edures.  Notifi<-;ition  of 
award  is  made  to  the  desisuMted  State  (Vntral  Information  Ueception  Ajseiu  v' 
(SF240). 

1  )eadlines :  Ncme. 

Uan«(»  of  Apprr)val  '\ disapproval  Time  :  :i  months. 
Appeals :  None. 
Renewals :  None. 

I  V  la  til  nrv  ron  « idem  t  ions 

Formula  and  .Matcliin^  UfHiuirements  :  'JNjtal  I'eclei  al  assistance  cannot  ('xc(»e<l 
SO  pen-ent  of  eligible  project  cfj>-ts.  'I'he  »'>tate  or  comninnity  must  linance  tlie 
remaining  project  costs,  not  less  than  -0  jiercent. 

Ken^th  and  Time  Phasing  of  .Assistance:  In  tiie  event  that  the  worh  intended 
to  Ite  financed  by  a  sui)plementary  ^srant^  shall  not  iiave  been  completed  or  <()m- 
iifttted  by  cf>nti*lct  within  18  months  after  f)ie  date  thereof,  the  coiumission  , 
reserves  the  ri^ht  at  the  Federal  co-chairman's  option  t<T  terminate  the  sunple- 
i!ientary  ^rnnt  and  alt  oblluntions  there'iruler 

font  uaxiMtunrr  mpiirettu  ntM 

Uei)ortH  :  As  required  by  l)asic  ^rant  a^^'iu-.v  «nd  the  Commis^itm. 

Audits:  All  records  rel«tin^  to  the  tcrant  are  snbiecf  to  andil  by  the  r(»irional 
<*oiniidssion  and  by  the  Comptroller  (Jeneral  of  the  (*nlte<l  States,  or  t!»eir 
Oesiprnee  ( s ) . 

Records  :  As  nwssary  for  above  mentioned  audits. 
Fi)\fn\riul  'mfonnatimi 

Account  IdMitification  :  OfM.V21()(V^)-1 -.107. 

()hliirati(ms:  ((Irauts^  FY  TO  .$4,»80.00t) :  V\  71  est  $«.r»70.000:  and  FY  72  e<t 
t?r>.H7.'>.000. 

Ranpre  and  Avenge  of  Financial  Assistance:  S?22.000  to  .^«2.S  000 ;  .$101,4(M). 

Projjram  aci'omplishnients :  In  fiscal  year  1T>70.  108  pro.1ects  were  fnn<le<l. 

Rejpdation.s,  f^ddelines,  and  literature:  Prflgednres.  prnidelines  and  litenitnre^ 
available  from  Commission  office  maintained  awove  and  from  each  Stat<'  liaison 
Officer. 

FfiformntiottrmttartR 

Ue^onal  or  Local  Oftlce :  ()7/arks  Re^rional  Connnlssion,  12.'>  Mart  Puildinir. 
T.ittle  Rock.  Arkansas  72202,  telephone:  fHOl)  372-4.301;  Fcnleral  co-chairnwn's 
Field  Office,  1601  West  Okmuipree  Street,  MnskoffP*\  Oklahoma  74401.  telephone: 

r  01 8)  083  am. 

Headquarters  Officv :  FtMleral  co-chairman's  Office.  Room  20J>0R.  Deiwirtment  of 
Commerce  Building.  Washinprton.  D.C.  20230.  Telephone:  (202)  007-2.*)72. 

Relntwl  proprram.s  :  11.300.  Economic  Development-Cf rants  and  T^oans  for  Public 
Works  and  Deylopment  Facilities;  11. .301,  Fk'onomlc  Development-Tvoans  foufy^^ 
BiU4iness  and  Development  Companies;  23.001.  Appalachian  Re^rlonal  KcononilclP" 
Development;  28.001.  Coastal  Plains  Regional  Ec(momi<'  Development;  38.001. 
Four  Corners  Reprional  Econondc  Development;  48.001.  Xew  Enj»land  Rpprlonal 
Kconcmdc  Development:  ."50.013.  State  and  Local  Development  Coinpatiy  Loans: 
03.001.  T'pper  Oreat  T^akes  Regional  Economic  Development. 
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t'pPEH  Gu£iAT  I^KES  RKOIONAL  ACTIO^^   I'LANNl.VO  ('OMMm^IO^r 

«  !.tHH    rppKU  OUHAT   I.AKKS   UK(;i().NAI.  KCO.NOMK     UKN  KI.OI' \l  l-;»N  T 
<0I1ANT-IN-Ain  St  I»I»!J<:MKN'1H> 

I''KI)i<:HAL  AIJKNT'V  :   l*IM»Kll  (iUKAT  ^\  KKH  KKOIO.NAI.  (       M  rSH lO.N 

Authorizution  :  I'lihllc  Works  aiu)  Kroiunulv  Dt^volopinout  Act  of  UMl.") ;  Puhlic 
Law  H\y  VMi  as  umeiuhMl  !).v  Public  l,a\v  IM)-  KW;  and  IMil)li<'  Law  01  (\S.(\ 
SlKHa.  . 

Ohjwtlves:  To  enable  StatPH  and  ot!ier  eiitUioH  to  taxc  inaxinuiin  advanta^*'  <>f 
Federal •^niiit-ins*5<i  profxraniH  for  tlio  voii«tru<'tion  or  wiulppiii??  of  farilitleH  or 
the  aciiuiHition  of  land  for  ecoiioiiiic  development. 

Types  of  aHsiHtnnce  :  I'rojeet  (Jrants. 

I'ses  iind  u.se  restriction.'^ :  (iraiit-in  aid  .su|)|douieutH  provide  a  |»ortlon  of  the 
local  Hliare  of  Fe<leral  ^;rant-in-aid  pro^raum  for  the  c()iiHtrnction  or  c(iuli)i»ln«: 
of  facilities  or  tlie  acquisition  of  land  when  tlie  coinnmnity,  because  of  Its  eco- 
nomic situation.  <-annot  sup|)Iy  the  niatcliln?;  share.  'I'otal  Fe<lcriil  assistan<'e 
cannot  exceed  K()  percent  of  eU?;ible  project  cost.  When  the  basic  f<rant  af^enc.v 
certifies  that  the  proposed  i)roject  <'oUld  be  funded  if  funds  were  available,  the 
Coninil.sMioM  nia.v  provide  all  or  any  portion  of  the  basic  Federji]  contrlhution. 
Hi if/i hill t //  r f 7/ u in  wrntti 

Applicaid  FIlKlhllity  :  States  and  other  entities  within  the  Region  (generally 
any  political  s/ibdivision  or  i>rl\ate  or  public  iu»nprotit  or^uidzati(Ui ).  Designated 
counties  in  Michigan,  Minnesota,  and  Wisccuisin. 

lieneficiary  Fli^ihility  :  Same  as  applicant  eli?<ibility. 

Credent ials/I )ocunieidJJ4ioib:  Application  acceptable  to  a  Federal^  basic  ^nin(- 
in-aid  as;ency. 

Appiirfition  untl  uirrtrfl  itlortHR 

Preappllcation  ('oot*diuation  :  Applications  for  aid  must  be  roonlinated  w  itli 
the  ha.sic  ^rant  agency  through  (Jovernors  Alternate  in.  each  State. 

Application  Procedure:  Apply  for  basic  Federal  jjrnnt-in  aid  with  a|)proprintc 
Federal  Agency  and  obtain  determination  of  dlKtributiou  of  Federal  and  local 
share  of  project  timnu  fn^.  Project  application  must  be  aj)proved  by  (ioveriU)r  of 
>^tate  in  which  the  project  is  lo<-at<»<l.  Api>licant  applies  tiirou;;h  the  (5(jvenuir*s 
Office  f<»r  Commission  assistance  t(»  meet  with  local  share  re(iuii-ementH.  I'pon 
State  approval,  the  (^)nnnlssion  considers  arid  (h^termines  level  of  participation 
in  project. 

Award  Pnwi'dure:  Commi.sslon  notifies  applicant.  Federal  co-chairman  notifies 
basic  Krant  a^^ency  of  Commission's  approval  to  assist,  Hasic  ^rant  a^cnt-y  makes 
award  of  basic  irrant  according  to  Its  own  awarding?  pr(K-e<lures.  Xotification  of 
award  Is  nnide  to  the  desi?<nate(|  State  Central  lihforniation.  Reception  Aj<enc.v 
(SF  240). 

Deadlinesr  Xone. 

Range  of  Approval/Disapproval  Time  :  '^  inontlis. 
Appeals :  None. 
Renewals:  Xone.  ». 

.4         n cv  CO u m  dern  tiona 

Formula  and  Matching  Ri^uifements :  Total  F<»<lerHl  assistance  caiuiot  exceed 
80  percent  of  eligible  project  costs.  The  State  or  conimuidty  must  finance  the 
remaining  project  costs,  not  less  than  20  percent. 

Length  and  Time  Phasing  of  Assistance:  In  the  event  that  the  work  intended 
to  be  fimince<l  by  a  supplementary  grant  shall  not  have  t)een  completed  or  coni- 
mitte<l  by  contract  within  IS  months  af-ter  the  date  thereof,  the*  Counnissloii 
reserves  the  right  at  the  PYderal  co-chairman's  oi)tion  to  tenninate  the  supple- 
mentary grant  an<I  all  obligations  thereunder. 

Reports:  As  required  by  basic  grant  agency  and  by  the  Commission. 

Audits:  All  records  relating  to  the  grant  are  subj(»t  to  audit  by  the  regional 
Commisshm  and  by  the  (^)mptroller  General  of  the  Cnited  States,  or  their 
designee  (s). 

Records :  As  ne<*easary  for  above-mentioned  audit. 
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FMfl^al  information 
[^^6iint  Identification  :  06-l5-210(M)-l--507,  * 
.  ^^Sffiooo"^'  (Grants)  FY  70  $3,715,898;  FY  71  est  $5,925,000;  and  FY  72  est 

gange  and  Average  of  Financial  Assistance :  $3,000  to  $600,000;  S64  0(K) 
Frogram  accomplishments:  In. fiscal  year  1970,  62  supplemental  grant-in-aid 

and      research  and  demonstration  projects  were  funded. 
Regulations,  guidelines,  and  literature:  Program  guidelines  available ' from 

Commission  offices  and  offices  of  State  Alternates, 

Information  contacts  /  . 

^'PP®^  ^^^^^  Regional  Commission  504 

Chcistie  Bu  Iding,  1^20  Nacth  Fourth  Avenue  West,  Duluth,  Minnesota  55802. 
Telephone:  (218)  727r64^  ^  woov-. 

_Headquaj:tbr8  Office; Office  of  thfe  Federal  co-chairman.  Upper  Great  Lakes 
Keglonal  Commission,  Room  2093,  J)epartment  of  Commerce  Buildinff  Wash- 
ington, D.C  20230.  Telephone:  (202)  967;^2845.  ' 

uv.^^*^!!^  programs:  11.300,  Economic  I>^elopm.ent--Grants  and  Loans  for  Pub- 
i    Z?^  Development  Faciliflea;  11.301,  Economic  Developments-Loans 

for  Business  and  Development  Companies ;  23.001,  Appalachian  Regional  Ec<>- 
Development;  28.001,  Coastal  Plains  Regionai  Economic  Development; 
^».UU1,  Four  Corners  Regional  Economic  Development;  43.001,  New  England 
Regional  Economic  ^development;  52,001,  Ozarks  Regional  Economic  Develop- 
ment; 59,013,  State  and  Local  Development  Company  LDans. 

U.S.  OEPARTWENT  OF  COMMERCE  ECONOMIC  DEVELOPMENT  ASSISTANCE  PROGRAMS-EXPENDITURES  IN^IlUS 

OUTSIpE  SMSA'S 


Program 


Economic  Development  Administratjon: 

Warrants  and^oaiu  (or  development  facilities. 

BuSintss  loans      

Working  capital  guarantees   . 

Planning  grants  ■   •   

Technical  assistance   " '  

Title  V  Regional  Commission  program;  Supplemental  grVni^'toVdeveloprnVnt  f^^ 

Total  ,  


Number  of       Fiscal  Vtar 
projects      1970  obliga-^ 
(estimate)  ti  ns<estimatt) 


270 
30 
I 

124 
77 
134 


(142.672.866 
33.84^.555 
782.242 
5. 221. 022 
1.592.748 
12.720.208 


635  196.830.641 
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TUESDAY,  SEPTEMB3EB  21,  1071 


U.S.  Senate, 
Subcommittee  on  Rural  Development 
OF  THt  Committee  on  Agriculture  and  Forestry, 

kWdshington,  D.C. 
9:05  o'clock  a.m.  in 
es  B.  Allen,  presiding.  . 
Present:  Senators  Allen,  Talijaadge,  and  Dole.  ^ 
Senator  Allen.  The  committee  will  please  come  to  order. 
There  is  a  quorum  of  the  subcommittee  present.  And  we  will  proceed 
with  the  hearing. 

Senator  Humphrey,  chairman  of  the  subcommittee,  is  unable  to  be 
here  today.  He  will  preside  at  other  hearings  of  the  subcommittee  that 
have  been  scheduled.  But  he  has  asked  that  for  today  I  preside  at  the 
heaeings. 

STATEMENT  OF  HON.  JAMES  B.  ALLEN,  A  U.S.  SENATOR  FROM  THE 
STATE  OF  ALABAMA 

Senator  Allen.  Today  we  begin  the  second  hearing  on  S.  2223, 
the  proposed  Consolidated  Farm  and  Rural  Development  Act  by  Sen- 
ator Herman  Talmadge,  Senator  Hubert  Humphrey,  and  others,  and 
Amendment  153  originally  proposed  by  Senator  James  Pearson  of 
Kansas  to  be  added  to  the  Farm  Credit  Act. 

Both  pieces  of  legislation  are  very  similar,  proposing  to  infuse  credit 
dollars  into  what  is  clearly  a  depressed  rural  economy  in  this  country. 

The  authors  of  both  pieces  of  legislation  have  indicated  strongly 
that  they  are  willing  to  accept  improvements  of  their  bills,  and  a 
considerable  eflFort  has  been  made  by  the  staflf  of  the  Agriculture 
Committee  to  seek  suggestions  for  improvement  for  all  of  the  poten- 
tially interested  parties. 

At  this  subcommittee's  field  hearings  in  Alabama,  Probate  Judge 
Conrad  Fowler  of  Shelby  County  told  us: 

Out  continuing  dependence  on  property  taxes  and  consumer  taxes  insures 
that  our  ability  tq  deliver  services  to  the  local  level  will  lag  far  behind  the  needs 
of  our  citizens. 

Judge  Fowler  went  on  to  say: 

Local  governments  need  to  be  relieved  of  the  necessity  of  providing  large 
sums  in  a  matching  arrangement  to  fet  federal  funds  for  local  projects. 

Local  officials  nped  to  have  their  discretion  on  local  needs  untied  from  the 
categorical  grodt  ^hicle. 

Judge  Fowler,  who  is  president  of  tl||^  Associatior  of  County 

Commissioners  of  Alabama  went  on  to  support  the  id(a  of  general 
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revomio  sharing,  bnt  the  gonoral  tenor  of  what  he  had  to  say  was  that 
the  Federal  Govennnent  needs  to  he  more  respoiisive  to  loeal  |)eo|)U\ 
and  nio^n  important,  loeal  i)eople  would  prefer  to  hel|)  themselves  if 
at  all  p()sjal)le. 

And  I  think  that  is  the  point  of  tliese  two  j)ieees  of  legislation. 

In  rum  I  America  Hliere  is  a  definite  need  to  develop  new  industrv. 
The  South  is  living  proof  of  tliis.  The  Southern  States,  long  at  the 
bottom  o  the  American  eeonomie  ladder,  have  worked  Quird  to  develoi) 
new  indi/strial  sources  of  income.  These  efforts  are  now  paving  ofli*. 
Recent  census  bureau  figures  show  that  the  Southeast  is  the  fastest 
growing  portion  of  the  country.  ( 

But  it  will  take 'more  than  new  industry  to  r^» vitalize  rural  ar^as. 
Small  towns  without  adequate  roads,  medical  care,  water,  sowers  ami 
other  communit^y  facilities,  have  nothing  to  offer  prospective  indus- 
trial developers.  And  as  we  know,  tliere  are  literallv  thousands  of 
eommunities  which  have  been  waiting  innhe  Federal  line  for  years 
to  have  loan  and  grant  applications  ap|)roved.  -      ^  ^ 

Sixty-five  percent  of  all  of  the  Nation's  substandard  housing  is 
in  the  countryside,  yet  in  many  areas,  liome  buyers  must  j)ut  up  40 
percent  of  the  cost  of  a  new  hoine  before  they  (  an  buv. 

Obviously  there  are  great^'^mnet  credit  needs  in*  rural  America. 

Recent  nseanh  indicates  that  nmgh  of  the  potential  investment 
capital  now  generated  iu  rural  areas,  is  u.ot  reinvested  there,  but 
leaves  the  small  towns  for  the  major  money  markets  Tor  investment 
elsewhere. 

It's  the  reverse  of  the  Old  Robin  Hood  theory.  We  are  robbing 
tlie  poor  to  help>the  v'lvh.  That  doesn't  make  mwh  sense  to  me. 

Todny  we  begin  4  days  of  hearings  on  these  two  proposals.  We 
are  attempting  to  get  the  views  of  all  of  those  concerned.  Hopefully, 
out  of  these  proceedings  we  can  make  a  beginning  t-liat  will  promote 
a  balanced  growth  and  stop  the  interminable  migration  of  |)eople 
from  Countryside,  U.S.A.  to  the  major  cities— peo[)le  who  are  niov- 
ing,  not  because  they  want  to  leave  their  homes  but  because  ec()nomi<' 
circumstances  force  them  to  migrate. 

Our  first  witness  will  be  ^^r.  Stanley  W.  Dreyer^accompaWied  by 
^Ir.  Glenn  Fox.  '     \  \ 

Do  Mr.  Dreyer  and  Mr.  Fox  both  plan  to  testify? 

STATEMENT  OF  STANLEY  W.  DREYER,  PRESIDENT,/oOPERATIVE 
LEAGUE  OF  THE  U.S.A.,  CHICAGO,  II 

Mr.  Dreyku.  Mr.  Fox  is  here  to  confer  on  any  (jgestious  that  you 
may  have. 

Senator  Allen.  Very  woU.  You  nuiy  proceed. 

^Ir.  Dreyer.  Thank  you,  Mr.  Chairman.  We  do  have  prei)ared 
testimony,  as  you  may  be  aware. 

My^name  is  Stanley  Dreyer,  I  am  president  of  the  Cooi)erative 
of  the  United  States,  f  was  born  and  raised  on  a  farm  in  Colorado 
and  received  a  master's  degree  in  agricultural  economics.  For  7  years 
T  w^orked  with  the  St.  Paul  Bank  for  Cooperatives,  so  I  have  a  Httle 
bit  of  exj)erience  in  some  of  the  problems  of  rural  America  and  in 
the  lending  oi)eratioiis  delated  thereto,  especially  as  it  relates  to 
cooperatives.  ^ 
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We  appreciate  this  opportunity  to  (iiscuss  with  you  the  |)r()posed 
le^slation,  whii*h,  if  enacted,  I  think,  would  really  reverse  the  trends 
which  have  plagued  rural  America  for  so  many  years  —the  loss  of 
hope  for  the  good  life  which  has  heen  hrought  «l)out  through  the 
loss  of  opportunity  as  you  mentioned  in  your  opening  remarks. 

The  Coo|)erative  League  is  a  natioiuil  federation  of  coo|)eratives 
interested  in  self  help  solutions.  And  our  league  meHd>ers  re|)resent 
over  20  million  families  in  rural  and  urban  America  serving  a  variety 
of  needs.  And  as  a  national  organization  w)f»  are  also  engaged  In  efTor'ts 
to  bwng  about  sound  cooperative  development. 

ly4iroughout  (Mir  society  I  tliink  there  is  a  deefr  basic  need  for  self 
hel/),  for  mutual  aid,  aiul  for  ways  to  develoj)  meaningful  ownersliip 
arwong  f)eople  and  real  participation  in  controlling  tlieir comnumities 
aiid  their  destinies,  as  you  mentioned  in  your  opening  remarks. 

What  they  are  seeking.  M/.  Chairman,  I  thiiik  is  the  Uimv  efTect 
of  shared  experiences. 

We  are  made  especially  aWare  of  this  concern  through  over  125 
recpiests  for  technical  a.ssistaiu-e  and  financing  resources  which  our 
ofUce  receives  each  month  from  peo|)le  who  have  discovered  that 
nuiybe  in  the  coc^perative  concept*  the  co()|)erative  technicpie,  there 
is  a  |)ossibiiity  for  them  to  resolve  some  of  their  own  problems. 

Smaller  rural  towns^  lose  their  people  because  they  do  not  have  the 
resources  for  redevelopment.  And  this  fact  I  think  is  strikingly 
bi ought  to  our  attention  in  a  recent  television  documentary  on  rural 
America,  when  it  was  re|)orted  tluit  the  legisliiture  of  the  State  of 
North  Carolina^recently  just  wi|)ed  off  the  maj)  some  90  towns  in 
that  State.  And  that  is  a  telling  statistic.  ' 

Self  help  is  American  tradition.  We  see  examples  of  nnitual  aid 
self  help  throughout  our  history.  And  there  is  a  renewed  interest  iti 
self  help  enterprise  taking  place  in  our  country  today. 

The  cooperatives  are  the  essence  of  self  helj).  And  self  help,  botli 
economic  and  social,  I  think,  should  be  encouraged  by  this  government. 
It  is  in  the  best  of  American  traditions.  And  we  believe  that  the 
passage  of  this  Consolidated  Farm  and  Rural  Development  Act  is 
a  way  to  do  this.  And  s\ich  an  agency  would  give  confidence,  it  would 
bring  guidance  and  encouragement  for  new  projects  in  the  self-help 
area,  as  well  as  accelerate  growth  of  those  already  in  existence. 

We  would  presume  that  the  poli(  ies  aiul  the  administration  of  the 
bank  would  permit  lending  with  courage,  and  yet  with  reasonable 
assurance,  of  course,  that  terms  for  repayment  would  be  met.  CVr- 
tainly  the  capital  augmentation  feature  of  this  bill  Svill  encourage 
such  a  dynamic  posture  on  the  part  of  this  wow  agency. 

The  very  creation  of  this  credit  system  would  give  assurance  to 
lending  institutions  across  the  (oimtry  that  their  Initiar loans  nuiy 
be  supplemented  by  an  additional  financial  in^)ut.  And  'its  existence 
ariiong  other  things  would  tend  to  create  a  positive  attitude  in  those 
with  responsibilities  and  hopefully  those  seeking  opportunity  in 
rural  America. 

We  believe  that  this  ( ommittee  will  recognize  as  we  do  that  te(^h- 
nical  assistance  or  business  know-how  and  sound  financing  are  the 
critical  elements  in  the  success  of  any  business  enterj)rise. 

Ev6ry  experience  we  have  had  indicates  strongly  that  any  financial 
institution  working  with  newly  developing  cooperatives — and  I  am 
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sure  other  businesses — must  have  resources  available  to  pravide 
managerial  and  technical  assistance  and  even  seed  money  for  studies 
on  economic  viability.  And  I  think  the  Small  Business  Acfministration 
has  had  some  experience  with  that. 

Not  all  cooperatives,  Mr.  Chairman,  which  |)rovide  services  to  rural 
America,  rural  |)eo|)le,  are  able  to  borrow  from  Farm  Credit  or  the 
Fanners  Home  Administration.  And  we  ore  pleased  to  see  that  under 
this  act  financial  and  technical  assistance  would  be  available  to 
cooi)eratives  unable  to  borrow  from  other  SQurces.  One  of  the  major 
benefits  to  be  derived  from  an  understanding  and  sympathetic  lender 
^  is  the  counsel  and  advice  that  he  can  package  with  the  money  he  lets 
the  borrower  have.  So  .technical  assistance  will  be,  we  think,  the 
critical  factor  in  the"  mix  needed  to  make  this  a  truly  innovative 
program  with  which  to  attack  the  economic  development  problems  of 
rural  America.  4 

Adequate  technical  assistance,  ranging  from  the  initial  or^nizatioh 
to  staff  training,  accounting  and  management,  must  be  provided  and 
closely  coordinated  with  the  lending  process.  We  are  pleased  to  see 
that  provisions  for  this  type  of  assistance  in  the  federal  rural  devplqp- 
ment  credit  agency  proposed  in  the  legislation. 

While  the  |)roposed  legislation  would  be  helpful  in  its  present  form, 
we  feel  it  can  be  made  to  serve  America  in  even  more  effective  ways 
with  a  few  additions  or  alterations.  And  I  would  like  to  read  these 
specifically.  ,  ' 

Not  all  such  technical  assistance  should  be,  or,  from  a  practical 
standpoint,  could  be  provided  directly  by  the  bank,  vSuch  Government 
fluencies,  for  exam|)le,  as  the  Farmer  Coo|)er{^tive  Service  and  the 
Cooperative  Extension  Service  of  the  USDA  might  be  authorized  „to 
contract  for  services  from  the  bank  which  in  tneir  and  the  bank's 
judgment  would  be  more  economic  or  more  effective  in  the  long.run. 
And  we  would  therefore  like  to  |)ro|)Ose,  Mr.  Chairman,  that  there  be 
added  a  subsection  to  section  7 10  of  the  bill  to  read  aomewhat  as  follows: 

To  further  carr>'  out  the  nurposes  of  this  Act  "thoro  shall  bo  appropriated 
anntmliy  $6,000, OOQ  which  the  Aigency  may  allocate  to  appropriate  Federal 
Agencies  or  private  inHtitutions  for  expenditures  directly  or  by  contract  for 
research  and  study  oh  economic  and  social  viability,  asHistance  in  organizing 
bufiinci^se^,  including  cooperatives,  and  to  conduct  leiiderHhip  and  management 
development  trainhig  and  orientation  programs >  either  on  their  own  or  jointly. 

Because  of  the  changiiig  nature  of  health  care  delivery,  we  would 
8up:gest  the  substitution  of  the  words  ^'health  care  facilities"  for  the^ 
word  ''hospitals*'  in  section  710(4) (A). 

On  the  subject  of  administration,  we  are  |)leaaed  to  see  that  the 
bill  recognizes  the  importance  of  the  broad  interests  of  the  nation 
and  the  economic  interests  in  rural  development  when  it  sets  forth 
the  qualifications  the  President  shall  consider  in  the  appointment  of 
the  Federal  Rural  Development  Credit  Board.  Such  representation 
will  help  bring  about  at  the  Federal  board  level  an  awareness  of  the  ^ 
problems  and  opportunities  for  coordinated  efforts  important  in  the 
revitalization  ot  rural  America. 

Next,  following  the  conventional  method  used  by  most  businesses 
we  would  suggest  that  in  section  611  possibly  the  board  of  directors 
should  approve  rather  than  appoint' officers  and  executive  employees 
other  than  the  president  of  the  bank.  And  with  various  references 
*  made  in  611. 
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having  U>  be  legal  residcMits  of  rural  areas  within  which  the  hank  is 
authorized  to  operate*.  We  believe  that  rural  Anierica  does  liave 
leadership  which  could  be  cnpahle  of  poV4»rniuor  the  nffniiN  of  the 
respective  institutions.  But  do  we,  however,  wish  to  preclude  in  all 
cases  the  election  or  appointnient  ofSonieone  witli  a  pnrticnlur  i)ack- 
proiind  or  training;  who  niay  be  resident  in  a  nonrurnl  area?  This 
is  a  question  I  would  simply  raise  to  tl)e  conimittee. 


We  reaUze  that  ecpialization  n^ynieiits  are  grants  which  should 
facilitate  rural  develoj)nient  and  not  (Jetract  from  services  being 
rendered  on  an  effu  ien%bjisis.  W^hat  we  seek  to  avoid  is  unfair  competi- 
tion. But  the  attack  on  unfair  competition  is  one  whic  h  can  be  carried 
to  extremes  and  we  would  therefore  suggest  that  in  section  S05(b)  (5), 
we  add  the  word  substantial  to  that  section  so  it  would  read:  *'The 
project  to  be  financed  will  not  be  in  substantial  direct  competition 
with  another  such  project  tliat  is  wholly  financed  by  private  enter- 
prise/' 

The  interest  supplements  and  capital  augmentation  payments  are 
extremely  valuable  components  to  this  legislation  and  to  any  program 
to  release  rural  Americans  from  the  historic  handicaps  of  |)rovidirig 
services  where  there  is  a  lower  density  of  population.  Such  payments 
ti^d  in  with  sound  technical  assistance  would  help  those  of  limited 
income  to  develop  economically  viable  units  of  service  in  order  to 
help  them  surviv^e  in  the  rural  (ommunities  rather  than  to  be  driven 
into  urban  centers.  The  long-range  net  cost — both  socially  and  eco- 


payments  would  be  less  to  revitalize  rural  communities  than  to  tackle 
the  problems  resulting  from  the  flight  of  poor  rural  people  to*urban 
centers. 

On  the  subject  of  capitalization.  We  are  concerned  about  certain 
capital  stock  and  voting  provisions  of  section  504.  Subsection  (b)  of 
secrtion  504  provides  that  each  borrower  6r  participant  may  purchtise 
stock  in  the  credit  agency  and  that  each  holder  of  voting  stock  shall 
be  entitled  to  one  vote  for  each  such  share.  We  sincerely  hope,  however, 
that  some  consideration  may  be  given  to  reducing  the  threat  of  a 
concentration  of  i)0wer  in  tlfe  hands  of  a  few  major  borrowers  or 
participating  institutions. 

This  might  be  accomplished  by  limiting  the  number  of  votes  of 
any  one  stockholder.  (In  the  banks  for  cooperatifves  system,  each 
borrower,  irrespective  of  the  size  of  his  loan  or  invlestment,  has  one^^ 
vote.)  A  second  method  is  to  rule  out  proxy  voting  pr  place  a  ceiling 
on  proxy  voting  to  perhaps  no  more  than  five  proxy  votes  per  person 
or  a  small  percentage  of  the  total  votes  cast.  The  pileferred  language 
we  would  suggest  would  be  to  add  to  the  last  line  of  subsection  (b) 
of  section  504,  the  following  words: 

"Proxy  voting  is  not  authorized  but  written  absentee  votes  on 
specific  questions  is  permitted.''  We  would  also  suggest  that  the  sen- 
tence halfw^  through  subsection  (d)  in  section  504  which  reads, 
"The  holders  of  such  preferred  stock  shall  be  entitled  to  one  vote  in 

terson,  for  each  share  of  stock  heW  might  read  as  follows:  "The 
ciders  of  such  stock  shall  not  be  entitled  to  vote.'- 
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Wo  would  lik('  to  suggest  that  in  siibsc^ction  (l)  of  section  Olf), 
tliat  each  rogional  bank  shall  have  tlio  powor  to  borrow  fr-orn  or  loan 
money  to  not  only  any  other  regional  banks  but  farm  credit  banks 
as  well. 

It  is  proposed  that  the  regional  bank  b(M'a|)italize(l  at  up  to  $2 
hillion  over  a  lO-year  period.  This  plus  their  reserves  would  serve 
as  a  l)ase  for  the  sale  of  $40  billion  of  long-term  obligations.  We  have 
'hoine  eonecM-n  tluit  one  segment  of  the  eligible  borrowers— namely, 
the  States  and  local  governmeaits,  could  absorb  substantial  ainounls 
of  the  loan  f^inds.  Housing  needs,  which  are  so  very  critical  in  rural 
Hi*eas,  likewise  could  'use  a  major  |)()rti()n  of  the  funds.  Therefore, 
Horne  statement  should  be  included  in  the  hill  (at  the  end  of  section 
50f))  providing  that  every  effort  shall  be  made  to  allocate  equitably 
the  batik's  loans^and  services  between  types  of  |)otential  users.         '  . 

The  authoi-s  of  this  imaginative  legislation  have  proposed  that 
investments  in  the  credit  agencies  be  relateiHo  a  percentage  of  the 
outstandin":  loan.  There  are,  I  arn  sure,  good  reasons  for  such  an 
approach.  For  one  thing,  it  would  bring  earlier  capitalization  to  the 
bank.  This  wns  tnie  in  the  earlier  days  of  the  banks  for  cooperatives. 
Subsequently,  stock  acquisitions  in  the  l)ard«  for  cooperatives  were 
converted  to  purchases  of  stock  in  rehUion  to  the  amount  of  interest 
whi(4K  is  purchased  as  the  quarterly  interest  payments  are  made. 
To  (loVtherwise  is  to  place  an  unfair  burden  upon' the  borrower  who 
retires  a  loan  and  reborrow^'s  later.  Should  the  connnittee  care  to 
explore  this  altcM'nate  method  of  raising  capital  from  the  borrowers, 
we  would  be  happy  to  funiish  appropriate  suggested  amendments! 

In  section  606,  "Eligibility/*  we  are  pleased  to  see -the  specific 
desigiuition  of  cooperatives  as  one*  of  the  business  type  borrowers 
eligible  to  use  the  .services  of  the  district  rural  development  credit 
agencies.  We  have  a  question,  however,  concerning  the  domicile  of 
principnl  office  of  the  institution  whicli  is  eligible  to  borrow.  For  » 
o^ftunple,  can  ji.  firm  which  is  headquartered  in  an  urban  center  but 
serving  principally  a  rural  inarkel  area  be  eligilbe  to  use  the  services 
of  the  regional  credit  agencic^s?  We  would  feel  that  such  institutions 
slioidd  be  eligible  to  borrow  if  it  can  be  determined  that  a  majonty 
of  tluMr  business  i^  done  in  rural  areas. 

In  conclusion,  one  impc^^itive  in  nu^eting  the  total  financing  needs 
of  nu-nl  AnuTtca  is  the  development  of  the  finest  possible  coordina- 
tion between  the  farm  cn^dil  system  and  other  programs  serving 
rural  Atnericii.  W(*  l)eli(*ve  that  the  grent  emf)hasis  on  coordination 
through  the  (governor  of  fr.rtn  crc^dit  will  minimize  any  cor\flicts  or 
duplication  which  might  develop  in  the  future. 

Miiny  segmcMits  of  our  society  are  having  great  |)roblems  and  a 
'great  tnnny  of  them  can  ho  traced  back  to  the. lack  of  opportunity 
in  rural  areas.  The  ^'deeming  social  and  economic  values  of  this  act 
.sfiould  not  b(*  unden^^tinnithl.  The  finnncial  resounrs  which  this 
act  (leveloi)s  will  provide  this  Nation  with  a  more  optimistic  attitude 
about  implementing  the  possibilities  of  rnnd  develo|)rnent .  The 
credit  itistruments  and  t(*chnical  assistance  aid  to  be  provided  muU'r 
this  net  shouhl  bring  incnnised  credit  service,  more  equitably' to  all 
peopl(\  goven\ments  and  huNines^es  winch  ai'c  worthy. 

The  potentials  of  this  bill  n^mind  one  of  w  hat '  happened  when 
fimnicial  resoun^es  were  made  available  to  tlu*  people  of  nn-al  America 


239 


233 


for  rural  oloctrification.  Soiiu*  poopio  Miid  it  was  unoconomical  or 
that  rural  people  wouldn't  take  to  elect nficatiou.  But  tUe  people 
or^janized  tlieir  need  for  eleetrieity  in  a  self-hel[)  manner,  funduij; 
was  provided  and  tlie  rest  of  tins  success  story  is  known  to  you.  T\c 
crisis  in  rural  America  would  liave  come  much  sooner  had  it  not  been 
for  rural  electrification.  T\w  same  type  of  limmcial  resources  need 
to  be  made  av^ailable  to  Ae  people  of  rural  America  to  solve  some, 
of  their  other  critical  problems.  Tliis  hill  comes  fartluu*  in  ()rovidinfi: 
such  an  instrumentality  tlum  any  now  pcndin^j;.  In  the  interest  of 
of  social  and  economic  advancement,  some  losses,  of  course,  will 
occur.  We  woi^W  assume,  liowever,  tluit  tliroujjh  a  program  of  sound 
technical  a^ssistaRVe  tliese  would  be  minimized. 

We  commend  t\e  authors  and  sponsoi*s  of  tliis  lefi:isl«ition.  In  our 
testimony,  we  liave  not  attempted  to  laud  various  facets  of  tlie  bill 
wliich,  I  am  sure,  are  readily  apparent  to  tliouglitful  persons  cogni- 
zant of  rural  conummity  needs. 

Thank  you  for  tlie  privilege  of  ai)peUrRig  before  you  to  share  our 
views  on  belialf  of  tlie  (Cooperative  l>.eague  of  the  U.S.A. 

(The  prepared  statement  of  Mr.  Dreyer  is  as  follows:) 

Mr.  Dreyer,  Mr.  (^hiiirtniin  imd  Metnhers  of  the  Committee: 
,  -  Nly  imme  ih  Stanley  W.  Dreyer.  I  iiin  Predident  of  the  (^jbopenitive  League  of 
the  r,S,A.  1  was  born  and  raised  on  a  farm  in  ('olorado  anfi  received  a  master's 
degree  in  Aj^rictdtural  Keonoinics  from  the  I'niversity  plf  Minnesota.  B«'fore 
comin^^  to  the  Cooperative  Lea^iK*,  1  worked  for  seven  years  with  the  St.  Paul 
Bank  for  Cooperatives  as  a  Business  Analyst  and  A*^sistant  N'ioe  President.  It 
is  rny  privilefre  to  serve  currently  us  a  member  of  the  Secn^tary  of  .\K^*'culture's 
('Oop<'rative  Advlsorv  ('orntnittee.  Arnoiif?  other  responsibilities,  I  am  a  member 
of  the  Board  of  the  Inter-American  Cooperative  F'inance  Development  Institute. 

We  appreciate  this  opportunity  to  discuss  with  you  the  proposed  leK'^l^ition 
H.22T-i  which,  if  enacted,  would  help  to  reverse  the  trend"^  which  have  plagued 
rural  America  for  so  many  yvars  the  loss  of  hope  for  the  ^ood  life,  throuf^h  loss 
of  opportimity. 

The  Cooperative  LeaKiJc  of  the  I'.S.A.  is  a  national  ft'deration  of  eooi)erHtives 
interested  in  setf-hel[)  solutions  to  economic  and  social  problems  of  our  nation. 
The  LeaK^ic's  nuunbers  repres(»tit  dirt*ctly  and  indirectly  20  million  families  ij^ 
rural  and  urban  AttU'rica.  Thouj^h  our  resources  are  limited,  we  are  also  en(?nK<'d 
in  efforts  to  helf)  brinj^  about  soimd  cooperative  develoijment. 

These  meml)er  orj^anizations  provide  crculi^  union,  a^<ric«iltural,  housirif^,  in- 
surance, consumer  goods,  health  and  electric  service.  As  snch,  the  Cooperative 
Leaj^ue  is  a  sensitive  sounding  board  for  people's  needs  furnished  through 
cooperatives. 

Throifghout  our  .soci(?ty,  rtirnl  and  urban,  low  income  and  middle  income, 
minorities  and  majorities  -ther(*  is  the  de<»))  basic  need  for  self-help,  for  mutual 
aid,  for  ways  to  develop  meauingf^il  ownership  among  people  and  real  ptrtieipa- 
*  tion  in  coni rolling^heir  communitu's  and  their  destini(*s.  What  they  are  s^'ekiujj, 
Mr.  Chairman,  is  the  tonic  effect  of  shared  experiences. 

We  are  made  espcM'ially  aware  of  this  concern  through  over  12.')  recpu'stn  for 
technical  nssist:inc(*  and  iiiiancial  resources  which  we  receive  each  month  from 
groups  interested  in  cooperative  (ievel()])ment. 

Individuals,  throughout  our  society,  are  increasingly  "lost"  in  th(*  cities  and 
subtirbs  with  Tio  sense  of  belonging  or  of  participation.  And  smaller  rural  towns 
lose  their  people  because  they  do  tu)t  ha^ c  the  resources  for  self-help  redevelop- 
ment. 

This  fact  wns  strikingly  brought  to  our  attention  in  a  recent  television  documeu- 
tary  on  rural  America  when  it  was  reported  that  the  legislature  of  the  StJite  of 
S        Nortl*4jirolina  recently  "wif)ed  off  the  map*'  some  Oti  towns  in  that  State. 

Self-liHfiJs  an  American  tradition.  We  see  <»xumples  of  mutual  aid  self-tieli) 
throughout  our  history,  from  barn  raisings  and  husking  bees  to  volunteer  fire  d<»- 
partinents.  A  renewed  inter(»st  in  self-help  etUerprise  is  taking  place  in  our  country 
today  although  it  is  taking  forms  Norman  Rockwell  would  not  recognize. 
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vocal  should  1...  ,.„nH.raK.  <i  by  thi,  Kov,.rn,....r,t,  anil  v.  hcli,.  ,1  ,  .  I  V  1)^ 
(  <.n>ol.duto<l  I-arni  and  Rural  D.-vvlopiu.-m  Act  i>  a  wav  to  do  i.  .  n 
«K<-ncy  properly  ad,.iini.st,.r,.d,  would  «iv.-  cuLdcuc..,  Kuidam-.  w  d  ,Maoura«  ! 
in..nt  for  .„.«■  project.  ,u  the  .clf-hclp  area  as  well  as  a^vlcratc  m>w  h  of  t  oh,. 

Vfy  would  pr.wu.ne  the  policies        admiui.stratiou  of  tlu-  Bank  would  ixTtnit 
Z  lH*?  ,">"1       »i<l'  r-asonahi,.  assurauc..  that  J.-r.ns  fin  " 

^hl'^rmic  pos"u^^      ""«"'<■"'""<'■'  f.<""  of  "ill  "-ill  ..;.eour:.«: 

Th<;  very  cn-ation  of  this  credit  Mysteni  would  Rive  usnurancc  to  Iciidinjr  iii- 
s(.lut,on«  acros-s  the  coiHUry  that  their  initial  loans  .nav  l«- >upplen     ted  "  v  an 
uddifonal  hnancial  input,  thus,  the  Syste.n  mav  triRsi-r  rnore    r  vat  finan^^ 
...  ureas  of  Rn-at.-s.  need.  Its  existence,  nrnong  otlier  tWnfts  would  e  d  to  "reat  1 
U^TkCZ     "'  responsihility  and  thoH.^seekinK  oIJomS  in 

I'KCHNlC.At  AK.SIhT.V.NCh  NKKUKO  * 

We  believe  this  comniit'tee  recoKnjzes,  as  we  do,  That  technical  assistance  and 
.•sound  tinancinK  are  the  critical  elements  in  the  .suceeSH  of  anv  l.usineHS  <  nten,rise 
_  esp,.c.ally  those  of  s.nall  and  .nediu.n  size.  Kv-ry  experie,.ce^-e  h  ^had^ 
strongly  that  any  hn,M,c<al  nstitution  working  With  newlv  developing  ^0  ,"^  ' 
must  have  resources  «va.l«l,le  to  provide  managerial  and  technical  LsWtai.c"  and 
eve  1  seed  money  for  studie.s  on  economic  viability  ""sisianci  ana 

While  nioHt  asriculturul  6)operatives  have  available  for  their  use  the  Bank  for 
Cooperat.veH  of  the  Far.n  Credit  System,  not  all  coop.Tatives  providing  .s"  n^ices 
to  rural  people  are  «l,l,.  to  borrow  from  Farm  Credit  or  even  the  Farmers  l7,  n  e 
Adm.n.strat.on  \Ve  are  |,leaHed  to  see  that  under  this  Act  financial  and  tech  ica^ 
assistance  would  l,e  avaihd,le  to  cooperative.s  unable  to  borrow  fro.n  other  sou  ce" 
J.nr:  "i';*^-^ ''"cowraK..  people  to  help  the.nselves  and  thereby  maintain 
more  vitality  in  rural  communities,  ' 

I'kiually  if  not  more  important  than  collateral  or  loan  UKreement  provisions  for 
ZL'T^T"^  1°""       "         <'"«-n'n-ve,  is  the  U-chnical  a    s  wee  o 

coi  nse  the  new  underlnkinK  may  be  able  to  obtain.  Orte  of  the  major  benefit 
to  be  derived  from  an  understandins  and  sympathetic  lender  is  the  counsel  and 
advice  he  can  packuRe  with  the  money  he  lets  the  borrower  have 
...nt   .k  """  ."'7"""<'''  «'1.11  think,  the  critical  factor  in  the  mix  needed  to 

.":<tr;i!i;i;r'^f'nrn,v:(r.r'i;T"" ^-••■"'f- 

Without  question,  a  major  factor  in  the  success  of  the  Banks  for  Cooperatives 
system  IS  their  provision  of  operations  and  financial  counsel  to  their  liorrowers 
Loan  aKr,H.ments  to  eliRible  organizations  frequently  establish  requirements  that 
make  for  sounder  operation  and  more  efTeetive  management.  Sound  feasibility 
Studies  are,  of  course,  es.sential,  but  more  than  these  are  needed.  It  i.s  well  known 
that  many  of  the  failures  of  small  bu.siness  and  .self-help  enterpri.ses  in  this  countrv 
an,  due  to  the  absence  of  adeqiiat<.  technical  as.sistance,  ranging  from  initial 
prganiaation  to  staff  training,  accounting  and  management.  The.se  must  be  pro- 
V  ded  for  and  closely  coordinated  with  the  lending  process.  Again,  wp  are  pleased 
CredH  Ag°  ncy."'  Federal  flur^l  Development 

While  the  the  proposed  legislation  would  be  helpful  in  its  pre.sent  form,  we  feel 
or  alterations  <'^'<'"  "">^<'  •'ffective  ways  with  a  few  additions 

Not  all  such  technical  assistance  sh5uld  be"— or,  a  from  practical  standpoint 
could  be-prov.ded  directly  by  the  Bank.  Such  government  agencies,  for  exampb! 
a.s  the  Farmer  Cooperative  Service  and  the  Cooperative  Exten.sion  Service  of  the 
U.S.  Department  of  Agriculture  might  be  authorized  to  contract  for  .services  from 
the  Bank  which  ,a  their  and  the  Bank's  judgement,  would  be  more  economic  or 
more  efTeetive  in  the  long  run.  We  would,  therefore,  like  to  propose  "that  there  be 
•dded  a  subsection  (d)  to  Section  710  of  the^bill,  to  read  .somew-hat  as  follows- 

*he  purposes  of  this  Act  there  shall  be  approDriated 
annually  $6,000,000  which  the  Agency  ma*  allocate  to  appropHate  Tderal 
Agencies  or  private  institutions  for  expenditures  directlv  or  by  contract  for  re- 
Search  and  study  on  economic  and  social  viability,  a.ssistance  ih  organizing  biisi^ 
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nortses,  including;;  coopcrutivcH,  and  to  conduct  Icadcr'^hip  and  rnanngt'inent 
d(*voloprnent  trainin^^  and  orientation  prof^rains,  cither  on  their  own  or  jointly." 

-Becaime  of  the  changin^^  nature  of  health  x*are  deliverr,  wo  would  Hup;ReHt  the 
MiibHtitution  of  the  words  "health  care  facilities",  for  the  w'ord  "hospitaK"  in 
Section  710(4) (A). 

ADMlNriTU  ^TION 

We  are  i)lea8ed  to  see  that  tlie  l)ill  recognizes  the  import  anee  of  I  he  broad  in- 
terentH  of  the  nation  and  the  economic  interests  in  rural  development  when  it  nets 
forth  the  quaUfioations  the  President  shall  consider  in  the  appointment  of  the 
Federal  Rural  Development  Oedlt  Board.  Such  representation  will  helj)  bring 
about  at  the  Federal  Jioard  level  an  awareness  of  the  problems  and  opportunities 
for  coordinated  efforts  important  in  the  revitalizatlon  of  Rural  America.  i 

Following  the  conventional  ihethod  used  bv  most  businesses,  we  would  suggest 
that  in  Section  61 1  (g),  possibly  the  Board  of  directors  sho\ild  approve  rather  tnan 
appoint  officers  and  executive  employees  other  than  the  president  of  the  Bank. 

Various  references  are  made  in  Section  61 1  to  Board  nominees  having  to  be  legal 
residents  of  the  rural  area  within  which  the  banlc  is  authorized  to  operate.  We 
believe  rural  America  does  have  leadership  which  would  be  capable  of  governing 
the  affairs  of  the  respective  institutions.  Do  we,  however,  wi.sh  to  preclude  in  all 
cases  the  election  or  appcuntment  of  someone  with  a  particular  background  or 
training  who  may  be  resident  in  a  nonrnral  area  (i.e.,  an  officer  of  a  commercial 
bank  or  Bank  for  (-ooperatives  located  in  an  urban  area)? 

AUOMKNTATION  PAYMf:NT8 

We  realize  that  ecjualiziition  payments  an*  grants  which  should  facilitate  rural 
development  and  not  detract  from  services  being  rendered  on  an  efficient  basis. 
What  we  Beek  to  avoid  is  unfair  competition.  But  the  attack  oh  unfaii; competition 
is  one  which  can  be  carried  to  extremes  and  we  woiild  therefore,  suggest  that  in 
Section  805(b)  (5),  we  add  the  word  "substantial"  tQ  that  section  so  it  would  read: 
*'The  project  to  be  financed  will  not  be  in  substantial  direct  com[)etition  with 
another  such  project  that  is  wholly  financed  by  i)rivnte  enterprise." 

The  interest  supplemT»nts  and  capital  augmentation  payments  are  extreniely 
valuable  components  to. this  legislation  and  to  any  program  to  release  rural  Amer- 
icans from  the  historic  handicaps  of  providing  services  where  there  is  a  lower 
density  of  population.  Such  payments  tied  in  with  sound  technical  assistance 
would  help  those  of  limited  income  to  develop  economically  viable  units  of  service 
in  order  to  help  them  survive  in  the  rural  communities  rather  than' to  be  driven 
into  urban  centers.  The  long-range  net  cost — both  socially  and  economically- — of 
Huch  interest  supplements  and  capital  augmentation  payments  would  be  lens  to 
revitalize  rural  communities  than  to  tackle  the  problems  resulting  from  the  flight 
of  poor  rural  people  to  urban  centers. 

CAPITALIZATION 

t 

We  are  concerned  about  certain  Capital  Stock  and  voting  provisions  of  Sec- 
tion 504.  Subsection  (b)  of  Section  504  provides  that  each  borrower  or  participant 
may  purchase  stock  in  the  Credit  Agency  and  that  each  holder  of  voting  stock 
shall  be  entitled  to  one  vote  for  each  such  share.  At  this  moment,  we  do  not  know 
the  composition  of  the  voting  stockholders  of  the  District  Credit  Agencies. We 
.sincerely  hope,  however,  that  some  consideration  may  be  given  to  reducing  the 
threat  of  a  concentration  of  power  in  the  hands  of  a  few  major  borrowers  or 
participating  institutions.  This  might  be  accohiplished  by  limiting  the  number  of 
votes  of  any  one  stockholder.  (In  the  Banks  for  Cooperatives  system,  each  bor-  ^ 
rower,  irrespective  of  the  size  of  his  loan  or  investment,  has  one  vote.)  A  second 
method  is  to  rule  out  proxy  voting  or  place  a  ceiling  on  proxy  voting  to  perhaps 
no  more  than  5  proxy  votes  per  person  or  a  small  percentage  of  the  total  votes  cast. 
The  preferred  language  we  would  suggest  would  be  to  add  to  the  last  line  of 
Subsection  (b)  of  Section'504,  the  following  words:  "Proxy  voting  is  not  authorized 
but  written  absentee  votes  on  specific'  questions  is  permitted.  '  We  would  also 
suggest' that  the -sentence  halfway  through  subsection  (d)  in  Section  504  which 
reJds,  "The  holders  of  such  preferred  stock  shall  be  entitled  to  one  vote  in  person, 
for  each  share  of  stock  hela"  might  read  as  follows:  "The  holders  of  such  stock 
shall  not  be  entitled  to  vote." 

We  would  like  to  suggest  that  in  Subsection  (1)  of  Section  616,  that  each 
Regional  Bank  shall  have  the  power  to  borrow  from  or  loan  money  to  not  only 
any  other  Regional  Bank  but  Farm  Credit  Banks  as  well. 
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It  iH  proponed  that  (ho  Kogionul  Bunk  he  cupitalizod  ut  up  to  $2  biiiion  ovor 
a  lO-your  period.  Thin  i)iuM  (heir  reservex  would  nerve  us  a  bane  for  the  sule  of 
fMO  biiiion  of  long-term  obiif;ation,s.  We  have  some  concern  that  one  segment  of 
the  eiigibk'- borrow(»rrt  namely,  (he  s(H(es  and  local  governmentH— could  absorb 
Hubstantiui  amounts  of  (he  loan  funds.  Ilou.sing  needs,  which  are  so  very  criticai 
in  rurai  areas,  iik(»wiH(»  ^'ould  use  a  major  i)ortion  of  (he  funds.  Therefore,  some 
statement  should  be  included  in  the  bill  {a(  the  end  of  Sc^ction  r>()8)  providing  * 
that  every  effort  shall  l)e  made  to  allocate  equitably  the  Bank's  loans  and 
services  Iwtween  types  of  poten(ial  users. 

The  authors  of  this  imaginative  legislation  have  propo.sed  that  investments 
in  the  Credit  Ag  encies  be  r(»lated  to  a  p(»rcentage  of  the  outstanding  loan.  There 
art,  lam  sure,  good  reasons  for  jsuch  an  approach.  For  one  thing,  it  would  bring 
earlier  capitalization  to  the  bank.  This  was  true  in4te^arlier  days  of  the  Banks 
for  Cooperatives.  Subsequently,  stock  acquisitions  in  the  Banks  for  Cooperatives 
were  conv(?rt<*d  to  purchases  of  stock  in  relarlon  to  the  amount  of  interest  which 
is  purchaRt»d  as  the  ^larterly  in(ereH(  paymen(s  an*  made;.  To  do  otherwise  is 
to  place  an  unfair  burden  upon  (he  borrower  who  retires  a  loan  and  reborrows 
later.  Should  the  ('ommitt(»e  care  to  explore  this  alt<*rnat<'  method  of  raising 
capital  from  the  borrowers,  we  would  be  happy  to  fuinish  appropriate,  suggested 
amendments. 

In  Section  606,  ''Eligibility,"  we  are  pleased  to  see  the  specific  designation  of 
cooperatives  as  one  of  the  businesM  type  borrowers  eligible  to  u.se  the  serviceK  of 
the  District  Ilural  Development  Cre'(ii(  Agencies.  We  have  a  (question,  however, 
coiu'erning  (he  domicile  of  (he  principal  office  of  the  institution  which  is  eligible 
(o  borrow.  For  example,  can  a  firm  which  i><  head(juar(ered  in  an  urban  center 
but  servicing  principally  a  rural  marke(  area  be  eligible  to  use  the  nervices  of 
the  Jleglonal  Credit  Agencies?  We  would  fe<*l  (ha(  such  insti(utions  .should  be 
eligible  to  borrow  if^kean  b(  de(ermined  that  a  maioritv  of  (heir  business  is  done  * 


One  imperative  in  mee(ing  (he  t()(al  financing  needs  of  rural  America  is  the 
development  of  the  finest  possit>le  coordimi(ion  l)e(ween  (he  Farm  Credit  System 
and  other  programw  wervicing  rural  America.  We  believe  (ha(  (h(^  great  emphasis 
on  coordinadon  through  t1ie  (Joveriiorof  Farm  Cn*di(  will  minimize  any  conflic(s 
or  duplica(ion  which  might  develop  in  the  future. 

Many  segmen(s  of  our  .soeie(y  are  having  gniat  problem^?,  and  a  gn*at  many  of 
them  can  be  (raced  back  (o  (he  lack  of  opportunity  in  rural  areas.  The  redeeining 
social  and  economic  values  ot  this  Act  siiould  not  iw  underestimated.  The  finan- 
cial resoureen  which  this  Act  develops  will  provide  this  mition  with  a  more  opti- 
mistic-attitude abou(  implementing  the  possibilities  of  rural  development.  The 
ciedit  instruments  and  teehuu'Jil  assistance  aid  to  Ije  provided  under  this  Act 
should  bring  inereasi'd  credit  services  more  e(iuital)ly  to  all  people,  governments, 
and  businesses  which  an  worthy. 

The  potentials  of  thi*  i.ili  remind  one  of  whi\t  hapi)ened  when  fitmneial  resources 
were  made  available  to  Un'  ,)eople  of  lural  Anu'rica  for  rural  electrification.  Some 
people  said  it  was  uru*eot)omieal  or  that  rural  people  Wf)ul(ln*t  take  to  electrifica- 
tion. But  the  people  organizeci  their  nvM  for  electricity  in  a  self-help  manner, 
funding  was  provid(»d,  and  the  rest  of  this  suce^^ss  story  is  known  to  you.  The 
crisi.s  in  rural  America  would  have  come  much  sooner  had  it  not  been  for  rural 
el(»ctrification.  Th(»  same  type  of  financial  resources  need  to  be  nuide  available 
to  the  people  of  rural  America  to  solve  some  of  their  other  critical  problems.  This 
bill  comes  the  farthest  in  providing  such  an  itis(rumen(iility  as  any  now  pending. 
In  the  interest  f)f  social  arid  eeonorme  advancement,  soni<'  losses,  of  course,  will 
occur.  We  would  assume,  however,  (ha(  through  a  program  of  sound  tc'chnical 
assistance,  (hese  would  be  tninimizt  d. 

We  comm(>nd  the  aut^hf)rs  afid  aponsors  r)f  this  legislation.  In  f)ur  testimony, 
we  have  not  attempted  to  laud  the  various  facets  of  thf  l)ill  which,  I  am  sure,  are 
readily  apparent  to  thoughtful  P't^oih  cognizant  of  rurjil  conununity  needs. 

Thank  you  for  the  privilege  of  appearing  before  you  to  share  our  views  on  behtdf 
of  the  Cooperative  Ijcagiu'  of  the  ('.S..\. 

Mr.  Dkkyeu.  Prior  to  atiswiU'iug  any  quostions,  I  will  make  an 
iutrodiirtion  of  Mr.  Fox. 
Thank  you. 

Senator  Allen.  Thank  you  very  much,  Mr.  Dreyer.  We  appreciate 
your  coming  before  the  committee  and  givinsi;  us  the  benefit  of  your 
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vieus  and  speaking  on  behalf  of  the  Cooperative  League  of  tlie  United 
States. 

Mr.  Fo.\,  do  you  care  to  sup[)leuient  Mr.  Dreyer's  testimony? 
Mr.  Fox.  I^'believe  \  would  rather  [)arti('ipate  in  case  there  are 
(lue.stion.s. 

Senator  Allen.  All  right,  sir,  fine. 

I  would  like  to  inciuire  as  to  just  how  nienibershif)  in  your  league  is 
obtained.  Who  goes  to  make  up  your  league,  Mr.  Dreyer? 

Mr.  DitYEu.  We  are  a  voluntary  organization.  There  are  about  24 
businesses  and  national  federations  of  cooperatives  which  belong  to 
our  organization,  which,  as  I  mentioned  in  my  testimony,  represent 
about  20  rnillion  people.  AncPShey  arc  concerned  with  areas  of  credit 
union  activity,  agricultural  affairs,  iiousing,  insurance,  consumer 
goods,  health,  and  electric  service. 

These  organizations  pay  dues  to  the  ('ooperative  League.  We  are  an 
organization  founded  in  1916.  And  we  hav^concerns  about  the  coo[)er- 
ative  conce[)t  and  the  cooperative  education,  t>ad  [)ublic  information, 
and  technical  assistance,  and  new  cooperative  develo[)ment  on  a 
sound  basis.  Being  a  voluntary  merabershi[),  they  are  free  to  come  and 
go  as  they  wish. 

And  we  do  have  in  our  membership  the  National  Federation  of 
Credit  Unions,  the  National  Rural  Electric  (Cooperative  Association, 
the  National  Association  of  Housing  Cooperatives,  and  tiie  Group 
Heal  til  Association^  of  America. 

Senator  Allen.  Yours  is  an  as.sociation  of  associations  rather  than 
individuals,  then? 

Mr.  Dreyer.  Associt^ions  and  businesses.  We  have  a  number  of 
cooperative   enterprises,  also. 

Senator  Allen'.  Does  this  include  public  bodies  as  well? 

Mr.  Dreyek.  No;  just  cooperative  organizations. 

Senator  Allex.  All  private? 

Mr.  Dreveu.  Yes. 

Senator  Alle\.  It  would  not  cover,  then  rural  electric  cooperatives? 

Mr,  Drey  EH.  Rural  elec^tric  coo[)erati\'es  wiiich  are  financed 
tiirough  REA  loans  are  eligible  to  be  members.  And  tiieir  national 
association  is  a  member. 

Senator  Allex.  They  are  public  bodies,  then? 

Mr.  Dreyer.  The  c()oi)eratives  themselves  would  be  the  self- 
help  type  ventures  that  I  mentioned  in  my  testimony.  But  they  have 
benefited  from  [)ul)lic  financing  of  the  Rural  Electrification  Admin- 
istration. And  hopefully  new  enterprises  in  rural  America  would  be 
helped  in  the  same  manner  by  this  legislation  which  is  here  proposed. 

Senator  Allen.  Would  vou  antici[)ate,  then,  that  nniny  of  your 


Mr.  Drever,  ()ne|^f  our  member  organizations  in  Utah  is  going  to^ 
be  testifying  before  tlir  committee  the  latter  part  of  next  wcu'k,  I  think. 
And  they  have  some  very  specific  needs  that  they  and  their  borrowers 
have  out  there.  We  are  [)articuiariy  aware  that  in  the  more  sparsely 
settled  areas  of  the  country  of  some  coo])eratives  that  do  not  now  have 
a  reliable  source  of  credit.  And  we  are  comj)iling  a  catalog  of  these 
kinds  of  needs.  If  the  committee  woidd  liJce  to  have  such  a  catalog  of 
specific  local  needs  we  can  easily  provide  it. 
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And  there  are  in  sonu»  an^as  of  the  country  soin(»  low-income  coop- 
eratives which  I  think  would  (^specially  W^nofit  bv  supplements,  the 
augmentation  payments  that  are  provided  for  in  this  legislation.  And 
low-income  cooperatives,  in  that  their  members,  are  composed  of  low- 
income  individuals,  |)erha])s  not  all  farmers  so  therefore  they  mav  not 
be  eligible  to  borrow  from  Farmers  Home.  And  because  of  the  broad 
nature  of  this  legislation  permitting  enterprises  of  all  sorts  in  rural 
America  to  be  eligible,  this  is  one  of  our  strong  reasons  for  testifving 
in  favor  of  this  legislation. 

Senator  Allen.  Do  you  fee^  that  the  mechanism  of  the  bank  is  a 
sound  approach? 

Mr.  Dreter.  I  do.  I  feel  this  way  j>articularly  strongly  because  for 
7  years  I  worked  with  the  bank  for  cooperatives  in  St.  Paul.  And 
visiting  with  local  cooperatives  and  such,  I  realized  the  tremendous 
leverage  which  a  lending  institution  has  and  a  lending  system  has  to 
raise  questions,  to  put  in  loan  provisions  which  will  make  for  a. sound 
business  operation,  and  which  will  enable  the  people  themselves  to 
determine  more  readily  the  feasibility  of  certain  ventures.  And  I  think 
when  that  common  experience  is  not  shared  through  a  lending  insti- 
tution the  odds  for  success  go  down.  This  way  projects  with  no 
prospect  of  success  can  be  nipped  in  the  bud.  And  I  think  until  you 
get  that  kind  of  philosohpy  into  an  institution  whose  purpose  is  to  aid 
in  rural  development,  I  don't  think  it  is  going  any  place. 

Senator  Allen.  Do  you  feel  that  there  is  a  field  of  operation  for 
this  proposed  bank  that  is  not  now  covered  either  by  private  capital  or 
by  the  farm  credit  system? 

Mr.  Dreyer.  Yes;  I  do.  The  lending  restrictions  for  the  bank  for 
cooperatives  and  the  farm  credit  system  preclude  a  number  of  i)oten- 
tial  users  or  borrowers.  The  Farmers  Home  legislation,  I  think,  is 
primarily  related  to  agriculture.  For  example,  in  the  State  of  Michigan 
a  couple  of  years  ago  there  was  a  study  that  said  that  over  40  percent 
of  the  j)eople  in  rural  areas  were  getting  more  than  half  of  their  income 
off  of  farms.  And  so  if  these  people  decided  that  they  want  to  do  some- 
thing together,  whether  it  is  transportation  to  and  from  work  or  what 
have  you,  there  is  no  really  understanding  sympathetic  lender,  you 
might  say,  to  look  after  their  needs.  And  as  we  become  more  and  more 
urbanized  and  more  nonfarmers  live  in  rural  areas,  I  think  that  the 
need  for  this  kind  of  institution  is  going  to  continue,  even  more  so 
than  is  already  the  (rase. 

Senator  Allen.  You  had  some  comments  to  make  on  the  stock 
acquisition  by  borrowers,  and  you  made  a  suggestion,  I  believe.  Just 
explain  that  a  little  bit  more  fully,  please. 

Mr.  Dreyer.  Perhaps, ^r.  Chairman,  I  am  not  totally  cognizant 
of  the  implications  of  the  control  provisions  as  are  envisioned  by  its 
authors.  But  eventually  it  is  my  understanding  that  we  want  this 
institution  to  be  owTied  bv  the  borrowers  who  use  it,  and  participating 
institutions,  which  could  be  local  banks  or  other  credit  institutions. 

Now,  as  we  looked  at  this  situation — and  Mr.  Pox  has  had  many,* 
many  years  experience  in  agricultural  credit  and  is  well  known  and 
respected  in  cooperative  financial  circles — we  felt  that  there  were  no 
provisions  in  the  current  proposed  legislation  which  would  preclude 
any  one  borrower  from  sort  of  getting  a  la»gc  !i umber  of  votes.  If  he 
were  a  large  borrower  he  might— I  think  it  is  one  vote  for  each  $5 
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share  of  stock — he  ini^jlit  arciuiuilate  a  very  krge  n\imber  of  votes,  and 
outvote  maybe  70  percent  or  50  percent  or  whatever  of  all  of  the  other 
stockholders  who  nup:ht  he  in  any  one  State,  area,  or  (iistrict.  And  we  ' 
folt  that  it  miglit  not  he  in  the  best  interests  of  r\iral  American  develop- 
ment if  tliere  was  a  concentration  of  voters  in  the  lumds  of  one  or  two 
instit\itions,  whether  they  he  participating  institutions  or  some  -of 
tlie  major  borrowei-s. 

,For  example,  I  just  finislied  a  trip  aro\ind  Lake  vS\iperior  and  saw 
q\iite  a  bit  of  the  sparsely  settled  area.  If  a  member  orp;anization,  for 
ex-ample,  ui)  there  ^ot  a  loan  from  tliis  institution— I  am  not  s\ire  that 
it  wo\dd— out  it  minjht  have  such  a  large  loan  tluit  it  j\ist  might  over- 
ride in  electing  officials  to  t^o  regional  credit  institiition,  it  might 
override  all  the  other  small?^n^ro\ips  in  small  towns  in  tliat  area.  Aiid 
so  we  were  concerned  that  t|iere  not  be  a  concentration  of  power  in 
the  luinds  of  the  few. 

Senator  Allen.  That  could  be^  handled  by  putting  a  limit  oxx  the 
voting  strength  of  any  one  borrower. 
Mr.  Dheyeu.  Yes. 

Senator  Allen.  Aiid  you  feel  that  that  shoidd  he  doiie? 
Mr.  Dreyer.  Coffect. 

Senator  Allen.  Do  you  feel  that  this  legislation  nuglit  be  an  entrant 
for  the  creation  of  job  opportunities  in  rural  areas? 

NTr.  Dkeyer.  Indeed  so.  I  think  this  is  shown  in  one  of  the  tele- 
vLsioi>  documentaries  that  some  of  us  saw.  Tlw^se  high  scliool  grad- 
uates were  saying  that  there  was  no,  opportimil^v  lu»re  and  thev  were 
going  to  go  elsewhere^.  An<l  our  organization  at^thc  present  time  is 
engaged  in  a  Depart nuM»t  of  Labor  contract  to  traiu  persons  in  rural 
areas.  jWe  are  training  about  220  people  to  work  in  new  jobs  and  local 
coo|)eratives.  And  so  we  know  about  that  kind  of  thing  the  oppor- 
tunities are  there  and  the  jobs  are  tliere  if  they  can  get  training  of 
the  riglit  sort  when  and  where  needed.  And  so  from  our  own  personal 
experienre,  and  certainly  if  new  jobs  are  provided,  I  think  tliat  there 
ctvn  be  a  measuring  of  some  training  programs  that  will  enable  people 
to  do  wliat  I  think  tliey  really  want  to  do,  and  that  is,  stay  near  their 
Idnfolk. 

Senator  Allex.  Bringing  it  a  little  clo.ser  home,  iu)w,  the  coopera- 
tives that  you  represent,  can  you  envision  activities  on  their  part 
through  the  making  of  loans  from  the  bank  that  woidd  create  job 
opportunities? 

Sir,  Dreyeh.  One  of  the  problems  in  the  current'farm  credit  leg- 
islation is  that  cooperatives  which  serve  nonfarmers  to  any  major 
extent  are  reallv  not  eligible  to  borrow  from  the  Farm  Credit  and 
the  Bank  for  Cooperatives.  And  I  think  that  tliis  has  really  dis- 
couraged, Mr.  Chairman,  some  cooperatives  from  going  into  services 
to  serve  rural  peoi)le,  because  if  they  are  going  to  become  ineligible 
to  boiTow  from  the  bank,  that  is  a  very  serious  thing  in  their  minds. 
And  so  they  are  not  progressive  or  aggressive,  you  ihight  say,  in 
this  tirea.  And  so  they  are  reluctant  to  move  into  these  areas.  And  I 
think  if  there  were  an  alternative  source  of  credit,  if  tliey  lost  the 
eligibility  to  borrow  from  one,  they  could  become  eligible  to  borrow 
from  another.  I  think  this  could  be  a  tremendous  spur  to  their  in- 
novative nature  to  serve  the  people  living  in  their  own  communities. 
And  some  of  them  find  that  a  number  of  their  people  are  moving 
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«n,l  lL!'^'"^""'^"r\'^"''  IX'^t'-'Ds  tl.oy  -mv  becoming  Joss  c.-onomi,- 

Kinds  of  sorvires  that  they  need. 

Glenn,  do  you  liavo  niiy  coniniont?  ' 

STATEMENT  OF. GLENN  S.  POX.  FINANCE  CONSULTANT  COOPERA- 
TIVE  LEAGUE  OF  THE  U.S.A.,  SHAWNEE  MISSION,' KANS. 

N[r.'Dr(H^>^'  ^  ^'""^  a.loqu.ito  stntomont, 

I  Nvonld-lrke  to  conunont  thnt  u  hiio  nvo  nnvv.not      in  the  same  kind 
of  a  do,)ros.sion  natiomil  v  that  wo  Nvoro  in  1933,  many  niral  oomn.nni- 
•      Q^-r'A  n'l  T  *^'"°rP"V''  ''nm-ssion  or  n  Aqnoozo  tliat  is  a  groat  doal  hko 
1983  And  I  NN'oi.hi  hke  to  oall  thoir  attention  to  the  fart  that  wo  have 
prmxiont  for  this  kind  of  financing  Avflioh  helped  ns  pull  out  of  (he 
933  depression.  For  o.xamplo.  the  Agricultural  Marketing  Act  t)f 
1929  j)rm-i(  ed  funds  at  low  interest  rates  and  long  term.  One  of  the 
hrst  ta.sks  I  perfornie.l  as  extension  marketing  si)ecialist  at  Knnsa-s 
Mate  Unrversity  m  1933  and  1934  an.l  1935.  that 'perio.F,  was  to  heh, 
orpnizetor  assist  in  the  organization  of,  for  example,  apple  <'rowers 
Woc.ations  to  save  the  apple  ind.rstryM,f  that  .section  of  the  (^)untrv 
\Nuit  had  lost  it.s  packing  slie.ls.  T.oday  we  Inn-e  strong  institutions 
^  cooperative  institutions,  handling  those  a|fi)les,  for  example,  which 
came  from  orchards  which  might  not  even  be  there  today  had  it  n&t 
been  for  a  Federal  Farm  Board  fund  loan,  for  example 

And  incidentally,  the  one  thing  [  remember  about  this  loan  is  that 
ti.einterest  rate  was  seven-eighths  of  1  percent.  Now.  we  are  not  talking 
about  . seven4^ighths of  1  percent  interest  in  this  particular  bill,  I  am 
tu  ly  aware.  I  can  t  help  but  recall  another  .side  of  that  coin,  thou<^h 
When  I  was  also  assisting  Roy  Green,  the  first  production  credit 
corporation  director  for  this  Nation  in  1933,  1934  and  1935  in  that 
formative  period,  we  were  organizing  production  credit  as,sociatioTis, 
one  of  the  arms  of  the  farm  credit  banks  now,  and  a  j^rv  fine  series 
of  institution.s  across  the  Nation  here.  And  1  i-emeij>bi?r  one  story  Kov 
Green  used  to  tell  in  the  organization,  He  said^^I  found  southwest 
bankers  —he  was  talking  about  .southwestyf  Kansas  now  in  that 
in.staiice—  I  found  southwest  banke,i-s  loawrftig  money  at  10  percent 
intere.st  per  annum  because  it  was  easier  Yo  figure  th^  interest  rate  " 
Well,  1  call  your  attention  to  the  fact  that  we  are  back  to  Ifl 
percent  interest  in  many  rural  areas  at  the  present  time,  maybe  imt 
for  that_  same  reason.  And  I  don't  tell  that  little  st«ry  to  take  ain'swat 
at  the  bankers,  because  many  rural  bankfrs'  are  doing  a  fine  service 
to  rural  communities.  ~ 

On  the  other  hartd,  no  rural  banker  that  I  know  of  is  in  a  i)osition 
to  make  the  long-term  loans  nece.ssary  to  sto])  out  migration  in  agri- 
cuiture.  I  am  talkmg  a,bout-well,  let's  take  an  irrigation  ditch  16an, 
tor«xample.  None  of  the  rural  bankers  would  make  these'20  iind  30 
,  and  maybe  even  40  years  loans  for  this  yen-  wor.thy  juiriJose.  And  I  - 
only  cite  that  as  one  examjjle  of  the  long  term  credit  needs  The  lon<r 
term  credit  needs  for  concrete  gtain  eleyators,  for  example,  are 
something  that  a  demand  deposit  banker  can't  and  maybe  shouldn't 
tr>'  to  handle— at  least  I  want  high  Kquiditv  in  my  demand  (iei)O.sit 
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banker,  I  don't  want  him  to  tic  U|)  too  much  of  his  fi^jids  at  least  m 
these  extreirielv*long  term  loans. 

Therefore  tliis  kind  of  a  bankuig  structure  seems  to  me  and  seems  to 
us  to  be  very  badly  needed  to  take  uj)  a  setrnient  of  rural  America 
Nvliich  is  not  now   served  at  all. 

Senator  Allex.  There  is^i  definite  field  of  o])^'ration,  then,  for  tins 
bank  that  is  not  |)i»ovi(led  for  in  the  present  farm  credit  systcin? 

Mr.  Fox.  Mr.  (Iiairmaii,  you  are- exactly  ri^ht  m  your  im|)lied 
answer.  And  the  Cooj)erative'League  has  made  surveys,  and  as  Mr. 
Drever  saiti,  it  is  in  the  |)rocess  of  updatin^r  those  at  the  i)resent  tmie. 
Ami  if  vou  would'  like  sow  of  these  specific  exanijflcs  liled  with  the 
committee,  the  Cooperative  Lcai^ue  would  be  glad  to  ik)  that. 
Senator  Allen.  We  would  like  to  have  that .  information. 
Mr.  Drever,  I  would  like'to  ask,  in  what  way,  if  vou  recall,  docs  the 
bon-ower  stock  ac(iuisition  provision  for  the  Bank  for  (\)Oi)cratives 
differ  from  the  borrowers  stock  acquisition  i)rovision  for  this  bankr 
Mr.  DiiETfiii.  I  mithg  ask  Mr.  Fox  to  comni^U  on  that.  1  made 
\     some  broad  mention  of  it  hi  mv  JlK'stimony. 

Mr.  Fox.  To  ^ret  a  little  more  si)e\ific;  Uie  Bank  for  (\)0|)eratives  in 
its  earlv  (lavs,  from  1933,  had  a  proxj^i  for  stock  accumulation  for 
mend)ership,  a  whole  lot  similar  {(T^mi  ^\hich  is  envisioned  here:  5 
l)ercent  of  the  amount  of  the  loan  was  issued  hi  the  form  of  common 
stock,  voting  stock,  in  the  Bank  for  ( \)opcratives.  Over  the  years,  it 
was  found  atlvisable  to  shift  from  that  t^tock  ^^  ith  relation  to  loans,  and 
have  the  stock  i.ssued  with  relation  to  interest  payments,  mahily 
because  of  those  associations  wliich  borrow  ma>'be  more  than  once  a 
year,  or  maybe  every  2  or  3  years,  borrow  and  pay  off,  or  even  every  5 
'years,  now,*  there  could  be  "a  stock  equalization  framework  hi  there. 
\Ve  rather  favor  the  present  i)olicy  of  the  Bank  for  (\)operatives,  whicli 
is  a  payment  for  stock  at  the  time  you  make  your  interest  |)ayment. 

No\v,  in  the  Bank  for  Cooperatives,  and  in  all  other  segments  of  the 
Farm  Credit  Banks,  the  stock  control  is  on  the  basis  of  ])eople  rather 
than  on  the  basis  of  investment,  one-man,  one-vote,  one-bQfrower, 
one-vote,  in  the  regional  cooperative.  The  largest  of  the  loans  has  one 
vote,  just  "as  the  smallest  of  the  borrowers  has  one  vote. 

Senator  Allen.  1  think  that  you  agree  with  the  conce|)t  of  working 
toward  the  goal  of  having  this  bank  owned  by  the  borrowers,  just  as 
the  banks  are  in  the  Farm -Credit  System  at  the  present. 
Mr.  Dreyer.  That  is  correct.  ^ 
Mr.  Fox.  That  i^^  a  good  concept. 

Senator  Allen.  Ami  that  is  the  concept  of  this  bill.  ^ 
Do  you  feel  that  the  farm  credit  system  has  b^^en  a  success?  It  is  one 
of  the  outstanding  success  stories,  is  it  not? 
Mr.,  Dkever.  Indeed  it  is. 
Senator  Allen.  In  the  financial  field? 

Mr.  Dreybr.  Indeed  so.  And  I  thmk  an  outstanding  model  which 
would  H[)e  looked  at  in  other  countries  of  the  world.  And  my  only 
concern  with  it  is  that  restrictions  are  such  in  the  legislation— and  ^\:e 
are  not  suggesting  that  they  be  changed  at  this  moment — that  they 
uion't  serve  all  coo|)eratives  in  rural  America. 

But  T  certainly  do  commend  the  Senate,  Mr.  Chairman,  on  the 
])assage  of  the  Farm  Credit  Act  of  1971,  because  I  think  that  it  brings 
the  Farm  Credit  System  into  a  position  where  it  is  going  to  be  able 
to  serve  a  changing  America  better  than  it  has  heretofore. 
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isSu  !   f    i  r?''''i'"'  r  ■"•<"f''n-,.d  stockholders  on  the 

ISM  anco  of  mhlitional  proforred  stock.  What  is  voiir  thought  on  not 

Mr  Dreyer.  I  must  admit,  Mr.  Chairman,  that  mv  references  here 
m.-ht  be  so.newhat  out  of  order  if  I  am  uot'full^.  a^Vare  tl^ 
oommmee? "  ^  f^'^-'  ouUl  I  ask  a  question  of 

Senator  Alle.v.  Yes,  sir. 

fOff  the  record.)  ' 
Mr.  Fox   Mr.  Chairman,  I  would  observe  that  we  are  not  vorv 
fussy  about  this  section.  However,  as  it  is  ^vritten  ..onventionallv  in 
our  cooperative  orgam.ations,  the  preferred  stockholder  gets  ieturis 

"useVfTa  "rS'  ^-^"1  -  <'onsequ  "S. 

L  /he  n  • 'i  !  ^^^'^'l'''f^^,<^ontTo\  to  the  common  stockholder,  who 
inve^,tment  '  ""'^  return  very  frequently  on  his 

Mr.  Dreyer.  Mr  Fo.x  has  spoken  to  the  issue.  It  is  just  sort  of 
fore^,  to  our  thinking,  Mr.  Chairman,  that  preferred  s  ockl  olders 
ought  o  be  given  a  vote  in  an  organisation  of  this  sort.  And  whetheJ 
one  vote  is  sufficient  for  them  to -et  the  savings  that  would  enable  them 
to  buy  additional  stock  in.th<,  ifank,  I  don't  reallv  know.  I  have  been 
a  very  large  stock  buyer  raysolf.  But  that  would  be  foreign  to  our 

!o  pl;"Sa.^"tocJ.""  """'""^^        '''''         '"^^'^^  anlncentivJ 
Senator  Alle.v.  Thank  you  for  vour  suggestion  on  it 
.\<)\v,  Mr.  Pox,  you  \yere  talking  about  tht>  credit  needs  of  rural 
Ameri,.a.  They  have  escalated  tnanifoid  in  recent  vea.^,  have  thev  ,3 
.   Mr  I  here  i.s  no  question  about  it.  And  anv  forecast  "would 

mdicate  that  they  will  .loubie  again  in  this  decade,  perhaps 

th^7       A'^-^r.^.-''''  ^''^'^  ""l^        '''^'"'^      the  private  sector  of 
beso  .'^o  lit    "'■'^^^•'t'""^,r<  the  existing  govemn.ental  institutions, 
these  credit  needs  are  not'  being  fnllv  met,  are  they' 

Mr  Fox.  This  is  true,  in  my  opinion.  They  are  not  being  fullv  met 
And  this  Lsn  t  to  (Titicip^e  the  present  institutions  that  have  been 

fnroTMl^"'"'^r  •  ^l'^^'/''"  ^'^I'-'^  «f  •^^'"^t  needs  in  agric.T- 

ture  in  the  area,  largely  of  rural  development,  which  is  the  title  Khi  , 

hint  ZlrZ'^lTJ  I'Z^i.'!-      'T'^-'^      ™7  that  if  this 

In  I  IS  enacted,  the  ASCS  loans,  for  example,  and  the  Farmers  Home 

an.r-Hlf  f'ir./r  '^'T'  "^'^^'^  7'i     r^*'  ^""^  ^^^^^^^y  ^^'^^'^^^  purposes,  . 
and  still  further  enhance  rural  development,  and  agriculture  conserva- 
on,  and  other  program.s  that  will  help  stop  outn^gration  of  agricnl 
ture^and  help  relieve  a  little  bit  the  unemployment  situation  In  o.ir 

Senator  Allex.  Yes. 

Mr.  Dreyer.  May  I  make  one  additional  observation' 
I         XT  ?u'i!^^u       the  Bank  for  Cooperatives,  I  traveled  a  great 
deal  in  North  Dakota  And  time  after  time  we  witnessed  the  fact  that 
smalltown  bankers  left  because  the  business  wasn't  there.  And  unless 
you  have  a  field  force  of  agents  going  out  and  seeking  loans  as  we  did 
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in  the  Bank  for  Cooperatives,  unless  there  are  |)eo|)le  out  there  h>oking 
at  o|)portunities  and  working  with  the  |)eo|)le,  you  aren't  going  to  get 
those  loans  made.  So  with  the  withdrawal  from  rural  America  in  many 
areas  of  the  smalltown  banker,  there  is  no  one  really  there  to  serve 
them,  even  if  the  local  banker  wanted  to  and  he  were  there.  1  think 
that  is  one  of  the  catastro|)hes  of  rural  America,  is  that  the  former 
traditional  financing  institutions  are  no  longer  there  because  of  the 
decrease  iff  the  |)0|)ulation. 

Mr.  Fox.  And  their  ability  to  serve  goes  up  and  down  with  the  de- 
posits. And  the  time  when  deposits  are  low  may  he  the  time  when  the 
needs  for  rural  develo|)ment  are  even  doubled  or  (quadrupled. 

vSenator  Allex.  If  community  services  and  job  o|)portunities  nre 
made  available  in  ruraJ  America,  would  we  continue  to  have  much 
|)roblem  with  outmigration  from  rural  areas  to  the  urban  centers  of 
the  country? 

Mr.  Dreyer.  One  of  the  very  substantial  services,  I  think,  that 
the  younger  generation  feels  the  need  for,  are  health  services  aud 
adequate  .Schools.  And  as  I  go  around  this  country  time  after  time, 
I  see  signs  across  the  street,  a  doctor  needed  in  thi^  community. 
And  I  think  that  is  why  there  is  a  need  of  change  in  our  health  deliv- 
ery system. 

And  so  I  tliink  that  one  of  the  real  kinds  of  community  vservices 
tlnit  are  needed  is  some  sort  of  a  unique  j)attern  of  health  (lelivery 
care.  And  I  think  that  this  kind  of  institution  would  be  the  kind 
tlnit  wouhl  think  in  those  imaginative  terms.  And  so  our  current 
institutions  certainly  aren't  thinking  in  those  terms,  and  1  don't 
know  who  would  finance  tiiem,  unless  it  is  HUD  in  the  present  way. 
Housing  is  just  j)itiful.  [ 

An(l  we  just  recently  did  a  |)ublication  in  our  mtigazine  of  some 
of  the  })roblems  that  these  rural  j)eople  are  facing  in  housing.  And 
some  of  the  rural  electrics  are  doing  something  about  this.  But  some- 
one sliould  think  more  imaginatively  so  tlmt  funds  would  be  available 
for  sewers,  water,  and  things  of  this  type. 

Well,  the  clean  air  out  there  in  the  country  is  a  wonderful  thing 
to  liave.  And  there  are  many  things  in  rural  America  which  I  think 
|)eople  would  j)refer  over  the  concentration  and  the  alienation*  in 
some  of  tlie  major  cities  that  they  would  find  in  moving  from  one 
kind  of  community  to  another.  1  just  feel  that  if  the  job  opportunity 
were  there  they  would  even  commute  quite  a  ways  in  order  to  live 
in  their  own  community. 

vSenator  Allen.  As  I  stated  at  the  outset,  the  authoi-s  of  both 
pieces  of  legislation  have  no  |)ride  of  authorship  in  the  exact  language 
or  tlie  exact  provisions  They  are  open  to  suggestions.  Jfou  gentle- 
men have  made  some  suggestions  which  I  know  the  aufnors  and  the 
members  of  the  subcommittee  will  be  interested  in  studying.  And  I 
feel  that  we  can  |)rofit  by  a  consideration  of  these  suggestions.  You 
may  rest  assured  that  they  will  be  carefully  considered. 

I  do  appreciate  so  much  your  coming  and  a|)])earing  before  the 
committee. 

Mr.  Dreyer.  Thank  you,  Mr.  Chainnan. 

vSenator  Allen.  Thank  yon,  gentlemen. 

(Additional  information  submitted  by  the  Cooperative  League  of 
the  U.S.A.  is  as  follows:) 
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The  (>()oporativ(»  LcaKur  rcccivcH  nior(»  than  12")  irKjiiiricrt  monthly  socking 
Mfx'cific  advice  and  aHrHistuncM*  rcgardiiiK  c'f)op('rativ(^.  Thrsr  fall  Into  3  gcru'ral 
areas  relevant  to  this  lef;islatiori,  and  brief  exainplKH  of  each  follow: 

/ .  Arean  where  a  spectfiv  need  exintH  Jor  the  type  of  eeif-help  enterpriae  that  would  be 
made  fiambU'  by  S,  ^22S: 

Some  1,000  older  resident-^  of  a  Mi^>.oiiri  area  iiialte  craft  |)rodirets  and  market 
them  iridividimlly  from  their  homes,  chopping  centers  or  wherever  thev  can  find 
space.  They  seek  funds  to  create  a  single  eincient  eo-o|)  outlet  in  a  single  location. 

An  Indian  reservation  in  South  Dakota  also  s(M'kf^  a  central  outlet  for  craft 
products  but  lacks  funds  to  l)uild  up  an  inventory.  If  the  funds  arc  available  and 
the  project  "succeeds,  part  of  the  proceeds  will  go  toward  siipi)orting  a  museum  and 
library. 

In  tt  Pennsylvania  coal-mining  area  of  low-income  ))ccause  of  closed  mines, 
people  s(w»lc  to  form  a  cooperative  ston'  l)erause  no  shopping  facihties  of  anv  kind 
exist  iu'arb> . 

A  coilitionof  Mexican-American  iigetu-ies  \\\  Texas  is  se(. king  to  develop  a  co-op 
facility  for  ff)od  distrii)Ution  in  a  two-country  rural  tirea  but  has  wo  one  specialh 
trnined  in  cooperative  techniques  to  assi^t<<it. 

A  riepresseri  jnca  of  North  Dakota  where  at  IcMst  half  the  adult  population  is 
\\ithout  work  is  subject  t<)  "out ra^eous  foofl  prices".  Community  leadership  seeks 
a  cooperative  solution. 

fn  areas  such  a.s  these,  technical  a'-'-i'-t ance  over  a  long  period  for  organization, 
plarurmg,  fin.itu'-ing  aivd  oth<  r  h<'I/j  is  needed  as  well  as  oj>erational  finatu'ing  that 
coidd  provide. 

J.  Mo''(  fnqiunt  nn  nqiuMs  fo'-  .sfxrifir  ndd'tiotuil  tfchnical  hdp,  advirv  arid  it- 
nunc m'j  for  cooprrntivv  and  olhn-  f<Jf-ht(p  vtnluns  (hut  nn  nirmdii  undtr  way 
in  (I  liinHid  nfnsr,  but  <irv  twl  //W  riahh  . 

A  food  processing  co-op  in  an  Aiaskjin  island  community  wJiere  fishing  has  been 
poor  seeks  finam'ing  for  a  lanndromat  and  hotel.  It«^  purpose  is  to  stimulate  em- 
pl')Vment  rather  than  creatt'  ^.iviuRs,  although  food  pTices  nu-  also  ver>  li' 

A  communit\'  ar'tion  council  iu  Ohi(r-Ua«-  «^et  up  a  co-op  to  buv  fresh  prodn 
canned  goods  and  meats  b?it  lacks  ca[)i>Hl  and  e\perienc<'  to  "expand  furtlu 

Some  2,000  (i(»orgian  small  farmer"^  ueeVTiecent  housing  and  seek  $100, 
to  [dan  a  small  industrial,  shopinng  cent<T  and  health  services  development 
<'reate  services  and  jo])s.  Residents  \\  ho  had  left  for  cities  are  willing  to  returtj  if 
this  cooperative  venture  can  be  funded. 

In  Alalrumi.  200  families  own  a  large  tract  of  latul  when'  they  raise  cucumbers 
and  tobacco.  They  have  a  credit  union,  atul  operate  a  thrift  shop.  Thev  seek 
investment  funds  to  expaml  vt'getable  jjroduction  and  go  into  beef  and  swine 
production  if  machinery   and  JHpiipmcrit  is  available  also. 

In  Virginia,  in  a  tobacco-raising  area,  some  600  low-income  farmers  received  a 
private  loan  and  OKO  fimds  but  the  few  middle-inconu'  farnuTs  were  barred  from 
participation.  Thev  need  an  additiomd  $;J0,000  annually  for  technical  assistance 
and  for  transport  facilities  to  create  tu'W  jobs  and  comnumlty  opportimities  on  a 
self-help  basis. 

Frorn  Xorth  Dakota  through  the  up])er  Peniasida  of  Michigan,  nearlv  50 
smaller  (up  to  $000,000  anniuU  volutn**)  co-op  retail  f^iiterpriscs  have  no  federal 
fi mincing  source.  These  crossroads  stores  serve  loyal  membership  in  this  sparsely- 
set  thul  area  but  have  been  hard-pressed  for  vears  to  keep  in  bu.^iness  because  of 
iuadc(pnite  volume^iind  back-up  capital.  Most  are  in  areas  of  economic  depression 
and  unem()loymet)t. 

Likewise  in  \(»w  KtJgland,  more  than  a  dozen  retail  consumer  goods  coopr'ra- 
tives  serving  rural  area,^  have  tm  fed(Tal  financing  source  and  their  financial 
position  has  been  declining  despite  their  joint  ownership  of  a  wholesaling  organi- 
zation. 

In  Montana,  a  group  of  rural  familits  set  up  and  has  operated  a  bus  trans- 
porttition  system  on  a  co-op  basis.  Most  of  the  owm'rs  are  Indian  families  who  lack 
backgroimd  and  knowledge  of  cooperati\'e  techniqm^s.  They  t^eek  to  expand  into 
other  more  productive  areas  than  providing  the  bus  service  (despite  need  for  thi.s 
service)  but  lack  technical  means  to  do  so. 

In  Alabama,  a  group  of  wonien  hav(^  developed  as<nving  project  whose  products 
have  been  widely  distributed  but  lack  technical  assistance  and  equipment  to 
continue  to  expand  their  job-))roduciug  program,  which  has  created  their  first 
major  income. 
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In  Mi&^isHippi,  voliint<'(*fs>cli(l  much  of  the  work  to  get  a  small  Uore  started 
serving  rural  people  and  pard  a  small  refund  at  the  end  of  the  first  year.  Local 
financing  got  the  ^tore  under  way.  However,  to  expand,  the  stope  needs  new 
sources  of  finance  to  continue  in  burfint^H  in  addition  to  training  fuiiidH  and  other 
technieoj  oK^ii^tance  i^bt  now  availal)le. 

3,  Cooperativeo  in  many  caseo  have,  by^their  own  local  ruaourcro  frotn  their  own  cani- 
Munitieo,  gone  into  biminess  and  are  hanging  in  ami  for  tune  being,  rnakinq  a 
oucceoo.  fiowever,  long-range  financing  and  technical  anoistance  ia  imper alive, 

A  co-op  craft  biisint^ss  among  Indian  women  in  Michigan  has  created  a  source 
of  income  and  jobs  in  an  area  where  very  little  of  either  existed.  One  of  the  members 
also  has  promoted  a  honst^buildiiiK  program,  arjd  a  sand  pit,  caniping  and  tourist 
area  offers  other  economic  resource  possii^lities.  This  is  an  outstanding  self-help 
program  put  together  with  ii  vuriety  of  technicul  assistance^ — i)ut  none  of  the  latter 
is  any  longt*r  availai)le.  With  such  help  this  area  could  i)ecoiue  self-support tng. 

A  deprtssed  rural  area  in  Wisconsin  has  ('stui)lished  a  small  co-op  creamery 
who.se  employees  have  received  technical  triiining  to  develop  skills.  This  creamer) 
r(»sulted  from  a  shift  from  an  earlier,  unsuccessful  venture  to  a  new  product  and 
servicej4.  Kxpansion  of  production  of  thi^  new  product  is  possible  if  additioiiai 
financing  can  i)e  arranged,  A  new  source  of  emplo)  rnent  would  be  readily  created 
if  this  happened. 

The  Cooperative  League  on  its  own  initiative  has  developed  a  i)unk  of  consul- 
tants in  the  fields  of  organization,  planning,  management,  legal  .-indfeviiccounting 
procedur(»s.  However,  no  funds  are  availa})le  from  uny  source  to  pM  for  these 
consultants'  work  on  a  eoutinuiug  hiisis.  Mnrh  coop<'nUive  or  self-h<4p  venture 
seeking  to  use  their  services  nuist  create  its  own  source  of  fuii<ls  to  pa\  their 
expenses  -often  traveling  from  an  urban  nnvi  to  the  site  of  the  ventur<',  and  to 
maintain  them  andA)r  pay  fees  f^r  th'vduration  of  their  work.  In  most  case^  this 
work  is  short-lived  })ecause  few  of  the  eonsnltants  are  able  to  sta.\  in  an  area  over 
an  exten(ie(i  period. 

Senator  Talma  DUE.  Mr.  ('hninDa!!,  may  1  say  a  word? 
Senator  Allen.  VV(*  would  W  (loli<rrht(»(l  to  hour  froiri  yc^tiT  ^^r. 
Chtiirnuin. 

Soiiator  Talma ixuc.  This  is  oiu^  of  tlwose  days  w  hore  T  am  supposed 
to  bo  at  thr(»o  difforont  plneo^  simidtanipoiisly,  which  as  tho  chairman 
knows,  is  not  unusual  around  here. 

I  want  to  take  this  opportunity  to  jjrosont  to  the  committee  my 
lonfctimo  friend  and  ( onst^ttient,  tho  distinguished  Ivan  Allen  of 
Atlanta. 

Ho  has  had  a  longtime  record  of  (listino:inshod  civic  service  as  presi- 
dent of  the  Atlanta  (Chamber  otCommorce,  and  I  believe  al5<o  president 
of  the  State  chamber  of  commerce. 

He  has  been  active  in  civic  affairs  in  all  areas  of  State  res|)onsibility. 

He  is  an  oiitstandinjij  businessman  and  president  of  his  firm  at  the 
present  time,  which  does  a  very  substantnil  btisiness  in  tho  State^of 
Georgia. 

He  served  two  terms  as  mayor  of  Atlanta,  and  Ire  has  been  volim- 
tarily  n^tirod.  Atlanta  is  one  of  the  fai4te-^t  «jrowing  cities  in  otir  Nation 
percentagewise.  And  during  that  time  he  has  been  confronted  with 
^vhat  is  commonly  referred  to  as  tho  urban  erlsis,  particidarly  that 
part,  wli^'h  related  to  massive  migration  of  |>eoplo  with  few  skills 
anfl  limited  knowledge  to  our  \irban  areas. 

Home  of  the  ideas  that  I  have  had  in  trying  t6  solve  some  of  these 
problems  are  as  a  result  of  my  conversations  with  Mayor  Allen  at 
the  time  he  served  as  n^ayor  of^the  city  of  Atlanta. 

It  is  a  pleasure  to  welcome  him  to  our  committee.  fAiuLthank  you, 
Mr.  Chairman,  for  giving  me  this  opportunity. 

And  if  you  will  excuse  me,  Ivan,  I  have  got  to  go  bacjc  to  a  sugar 
conference. 
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Senator  Allen.  Thank  you,  Soiuitor  Tahnri(|o:o.^  a|)i)ro(  iate  your 
lionoring  jis  on  tlio  subcoinnuttee  with  vour  presence.  Antl  1  appre- 
ciate yourHntroduction  of  M  ayor  Ivan  Allen,  Jr.,  whom  we  Ijave  known 
for  nmny  years,  and  who  has  certainly  made  an  outstancliutr  record 
as  a  comnninity  Icaflor,  ai)(l  as  inayor'of  one  of  our  <:reat  nu^iropoli- 
lan  arejLs.  / 

We  are  just  delj/ghted  to  have  you  come  l)efore  the  conuniltee, 
Mayor  Allen.  We  Ibok  forward  to  your  testimony. 

STATEMENT  OF  IVAN  ALLEN,  JR.,  ATLANTA,  OA. 

Mr.  Allen.  Thank  you  very  much. 

And  may  I  express  appreciation  ^o  Senator  Talnuidge  for  his 
generous  introduction. 

I  would  like  to  furnish  a  statement  and  be  glad  to  answer  any 
questions. 

I  would  in  no  way  wish  to  (lei)reciate  tlie  work  thai  vou  gentlemen 
are  domg  in  regard  to  rural  development,  but  manv  big  citv  mavors, 
I  am  certain,  feel  you  may  be  closing  tl)e  barn  door  after  ihe^horse  has 
run  off. 

As  you  know,  30  million  peoj)le  have  left  rural  America  for  the 
cities,  and  if  anything,  the  migration  seems  to  be  slowing  down  to  a 
smaller,  but  steady  stream. 

I  wish  to  state  at  the  outset  that  I  am  not  here  so  much  to  testify 
on  the  specifics  of  the  (Wolidated  Farm  and  Rural  Development 
Act,  but  to  tell  you  that  you  haven't  got  that  bam  door  closed  yet, 
and  the  horses  are  still  escaping,  much  to  the  dismav  of  big-citv  mavors, 
all  over  this  country. 

In  the  past  several  years  it  has  been  common  for  cities  and  vStates — 
Piirticularly  in  the  Nouth-  to  advertise  their  municipal  wares  to 
[)otential  industries  and  developers.  Our  "Forward  Atlanta"  program 
in  my  city  has  been  most  successful  in  giving  Atlanta  a  rightful  imago 
as  a  progressive  city  full  of  people  who  care  about  their  communitv. 

I  am  particularly  proud  of  the  record  Atlanta  has  made,  and  the 
reputation  she  has  acquired  throughout  the  country  as  a  town  too 
busy  to  hate.  Northern  industrialists  were  asked  a  few  years  ago  which 
cities  in  their  minds  seemed  to  be  the  best  sites  for  locating  new 
development.  Atlanta  was  high  on  the  list. 

In  addition  to  efforts  by  the  Atlanta  Chamber  of  Commerce,  the 
Georgia  Department  of  Industry  and  Trade  has  run  a  series  of  very 
effective  advertisements  which  have  reflected  the  benefits  of  industrial 
and  business  expansion  in  Georgia. 

As  a  result  of  these,  and  other  efforts,  the  Atlanta  metropolitan  area 
has  grown  enormously.  While  downtown  business  districts  in  other 
cities  have  languished,  ours  is  still  growing  and  developing. 

But  the  word  about  our  attractions  got  out  to  people  who  were  not 
just  financiersvand  developers.  The  word  got  out  to  rural  Georgia, 
Tennessee,  and  Alabama  that  Atlanta  had  jobs. 

You  gentlemen  on  the  Agriculture  Committee  know  better  than  I 
do  what  has  happened  on  farms  all  over  this>tFnntr\\  The  American 
farm  population  dropped  36  percent  betwet^n  1900  and  1970  because 
of  increased  mechanization  and  low  income.  And  I  can  assure  you  that 
many  of  those  who  left  the  farms  came  to  my  city  and  major  urban 
areas  like  mine  all  over  the  country. 
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Many  who  came  were  young  people,  well  educated  in  our  State 
universities.  Their  family  farms  simply  couldn't  8U|)port  their  parents 
and  themselves.  These  young  |)eople  have 'been  a  considerable  asset. 

But  many  others  who  came  were  in  no  way  prm)ared  for  either  the 
social  or  economic  |)ressures  of  big-city  living.  Forced  by  one  kind 
of  despair  or  another  from  their  rural  homes,  these  ()eo|)le— black  and 
white — came  to  us  uneducated  and  unskilled  with  lai^e  families  to  . 
supj)ort  and  no  s|)ecific  i)lans  on  how  to  8ui)port  them. 

As  I  said,  Atlanta  had  the  attraction  of  jobs.  During  my  adminis- 
tration the  unem|)loyment  rate  remained  at  3  |)ercent  or  lower,  reach- 
ing as  low  as  1.7  |)ercent.  But  among  these  poor  rural  migrants,  un- 
employment soared  to  as  much  as  15  |)ercent. 

Now  most  cities  are  like  steel  vaults.  Thev  have  strictly  nrescribed 
boundary  limits,  and  while  the  census  |)eople  and  others  Jike  to  talk 
about  tKe  Atlanta  metro|)olitan  area,  And  the  standard  metropolitan 
statistical  area,  our  concern  had  to  be  for  that  area  within  the  vault. 

As  more  and  more  |)Oor,  uneducated  people  were  pressed  into  that 
vault^  more  and  more  of  those  could  afforxl  it  moved  out  of  the  city. 
Many  of  these  poor  people,  unfortunately  ^were  consumers  of  tax 
dollars  rather  than  producers. 

Although  our  city  (le|)artments  performed  herculean  feats  to  handle 
the  problems,  our  crime  rate  went  u|);  our  fire  department  was  given 
mucli  more  work  to  do;  sanitq-tion  became  a  nightmare;  welfare  costs 
soared;  our  housing  authority  could  not  build  fast  enough, 

We  were  fighting  a  holding  action,  doing  our  best  to  stay  ahedd  of 
the  problems  while  handling  each  day-to-day  crisis.  Someone  once  said 
facetiously  that  the  big  v'iHm  didn't  have  time  to  |)lan  for  the  future 
because  thev  were  to8  busy^rying  to  %ure  out  how  thev  v^ere  going 
to  pay  for  tfie  city  employees'  cost  of  livmg  pay  mcrease  for  next  year. 
This  little  irony  is  not  so  funny,  nor  is  it  too  far  from  the  truth. 

There  is  no  doubt  in  my  mind  that  Atlanta  could  not  have  met  each 
crisis  as  it  came  along  without  the  considerable  assistance  of  the 
Federal  Government.  ...  ,  ,  , 

Between  1955  and  1960,  a  5-year  penod,  Atlanta  proper  added 
29,400  people  or  6,000  new  residents  every  year  who  had  previously 
lived  either  in  rural  Georgia,  Alabama,  or  Tennessee.  As  nearly  as  I 
can  determine  this  pattern  is  similar  for  other  5-year  periods.  But 
in  that  5  years  alone,  rural  people  increased  the  city's  population  by 

nearly  7  percent.  ^.  •     i  r^r^,^ 

During  that  same  period  of  time.  New  \ork  City  received  69,000 
rural  migrants;  Chicago  got  87,800— nearly  all  of  them  from  Missis- 
sippi, Tennessee, -West' Virginia,  and  Arkansas;  38,300  moved  to  the 
District  of  Columbia,  mostly  from  North  and  South  Carolina;  Dallas 
got  43,800;  and  60,500  moved  to  Houston. 

In  these  days  when  urban  |)lanners  are  worried  about  po|)ulation 
explosions,  many  rural  areas  are  concerned  about  not  having  enough 
population.  In  1967,  348  rural  counties^h  the  United  States  had  more 
deaths  than  thev  had  births,  or  what  the  demographers  call  a  natural 
decline  in  population.  I  must  tell  yon  Senators  that  I  don't  see  any- 
thing natural  about  that. 

And  what's  happening  in  the  cities? 

The  Delaware  Legislature  and  the  State's  Governor  have  enacted 
legislation  which  will  end  industrial  development  along  the  Atlantic 
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coast.  Tlie  Govertinf  of  (^olcrado  snvs  ho  }]nos  not  want,  and  will 
(hsj-ourage  any  further  dovelopm.nt  In  his  metropolitan  .'erfter.  In 
to  s^tayT.mc''"^  are  (puetly  asking  the  migrants  from  Illinois  and  Iowa 

...JH!!.^^  happening  in  America?  It  nsed  to  l,o  that  chand.erN  of 
con  meree  boasted  (,f  their  progress  by  citing  the  luunbers  of  new 

n  h""'h  '"''''''Tr theJargest  eitier. 
there  has  been  a  subtle  change  m  those  kinds  of  attitii(h^ 

spoke  a  moment  ago  about  promotion  efforts  by  citieVand  States 
to  ftt''a''VP'\"i'-''-^'  '  "  'n'i?i2i"<^  "'I  the  otluT  day  whieW.ininue 
MXe'atle&'"^  '  '"'^'"•^-"^  itsVlf  as'^^^it^of 

Clearly,  manageability  is  the  key  to  the  future  of  the  American  city, 
-koii.  Senator  Talmadge,  along  with  Senator  Hum|)hrey  and  others 
on  this  co;nm,ttee  ha^•e  called  for  a  balanced  national  growth  I  l  ave 
o  te.,  said   hat  the  problems  of  Atlanta  were  f.,rmerly%h  >  problems 

..I  •  •  a'.-.^'^^^T  ^"'■.^♦"t''  govej^iment  has  tosse.i  ofTour  dif- 
fic.il  ICS  as  "Atlanta's  problems",  when  in  fact  thev  were  Georgia's 

problems,  an(l  as  y,,u  have  perceivecl.  America's  pr()l)lerns 

anil  Wt^rH^lSey''-'  '  ''"''^  by  Senator  Talma.lge 

Arne'^"^*"  '"^'''^  '^''"'^      ''as,  and  so  will  rural 

Tils' legislttticm  would  encourage  new  industrial  development  to 
Ocate  in  (ommunities  of  under  35,()()()  people;  and  it  would  provide 
loan  money  and  some  subsidies  to  build  vocational  schools!  water 
and  sewer  systems  and  generally  improVe  the  ouHlilv  of  life  ih  rural 
areas,  so  that  the  people  who  live  there  won't  W  f.r.ced  to  move  to 
ttie  major  cities.  If  it  succeeds  in  this,  then  iMv^rrfor  it 

-  would  also  hope  however,  that  the  ("(/gress  would  find  some 
method  to  improve  the  economic  future  of  The  inner  cities  While  it 
IS  important  that  we  put  a  stoj,  to  the  massive  migration  from  rural 
aieas.  would  remind  you  that  there  are  millions  of  Americans  who 
have  already  made  the  tnp.  Somehow  we  must  restore  faith  in  the 
inner  city  so  that  the  people  who  live  th(.ie  can  find  some  alternatives 
to  |)ul)lic  bou.sing  and  welfare. 

Now  one  final  |)()int.  You  hear  a  lot  of  talk  these  davs  about  new 
cities  <'r  powt|.  centers  that  will  have  to  be  built  to  handle  the  ad- 
(litional  100  niillKm  pe()i)le  we  e.v|)ect  to  have  in  this  countrv  in  the 
.  next  ,iO  years. 

I- would  .submit  to  you  that  those  growt h'centers  alreadv  e.xist  in 
rm-al  Amenca  If  the  farm  po|)ulati(m  h.sses  in  the  past  .several  venrs 
ar4  subtracted  from  the  total  nonmetropolitan  jx.puiation,  vou"  find 
that  the  iionfarm.  ^.oninetro  population  rose  bv  19  percent  during 
the  sLxties,  (les|)ite  po|)idation  losses  on  the  farms 
A,  nlT"n"^  and  more  people  are  growing.  Thev  are  healthy. 

Appaiently.  most  of  the  towns  of  1,1)00  and  more  that  were  going 
to  die,  have  done  it.  Many  of  the  others  are  hanging  bv  a  thread, 
but  clear  y.  natural  economic  forc^es  are  kee|)ing  them  viable  - 
^-  nl''  '[;^^''i^">n/«'m.s  to  recognize  that  these,  small  towns  are 
=         f'.K  TV'^  ^^"^  standpoint  of  their  being  able  to  accept 

some  of  the  Nation^  future  growth,  and  I  applaud  this. 
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Although  I  am  glad  to  see  experiinental  new  eities  like  (Columbia 
and  Reston  tr^  neW  ideas' iii  urban  development,  I  think  that  when 
we  begin  talkmg  about  growth  for  the  future,  we  should  fii^t  look 
at  the  eommunity  infrastruetures  that  already  exist. 

Gentlemen,  I  thank  you  for  this  (Opportunity  to  testify  on  the 
(.'lonsolidated  Farm  and  Rural  Dc^velopment  Act.  I  wish  it  and  you 
a  happy  and  healthy  future. 

Thank  you  very  much,  sir. 

Senator  Allen.  Thank  you  very  much,  Mayor  Allen.  We  sure 
appreciate  your  coming  before  the  committee  and  giving  us  ndt  ()id3' 
the  benefit  of  your  views,  but  the  benefit  of  your  vast  experience 
with  Metropolitan  Atlanta  and  the  great  metropolis  that  Atlanta  irf. 

We  have  watched  with  a  great  deal  of  interest  the  progress  that 
Atlanta  nuide  under  your  administration.  We  are  proud  that  it  is 
one  of  our  great  metropolitan  areas  in  this  country. 

You  commented(i>n  the  fact  that  Atlanta  dhl  draw  into  its  city 
numy  people  from  trie  rural  areas  of  Alabama,  Tennessee,  and  Geor- 
gia, but  that  you  were  still  able  to  hold  unemployment  down  to 
around  3  ])ercent.  f  believe  you  interpolated  it  at  one  point  nit  below 
2  percent. 

Mr.  Allen.  1.7  i)ercent;  yes. 

Senator  Allen.  Docs  tlmmnclude  also  the  15  ])ercent  who  were 
unemployed  among  the  rural  i\eas? 

Mr.  Allen.  Yes;  aniong  the  rural  mipants  that  had  inoved  in, 
this  was  the  total  unemployment.  Thes(J  people  were  basical^^  un- 
employable. 

Senator  All^^n.  But  in  tlmt  particular  classification,  the  unem- 
ployment was  15  percent;  but  overall,- less  than  3  i)ercent? 
ill.  Allen.  Yes  sir. 

Senator  Allen.  That  is  certainly  very  remarkable. 

Now.  do  you  feel  that  supplying  the\'redit  needs  of  rural  America 
wouhl  iielp  rural  America  create  job  opportunities  for  people  living 
in  those  areas,  and  would  thereby  avoid  the  necessity  of  their  moving 
out  of  rural  areas  into  the  urban  centers? 

Mr.  Allen.  Yes,  sir.  Of  course,  1  am  speaking  somewhat  in  a  de- 
fensive position  in  regard  to  relieving  the  cities  of  the  burden  of  the 
tremetidous  inmigratio!!  which  they  have  had.  But  on  the  more 
( onstruc'tive  sid(\  I  have  the  genuine  conviction  that  the  develof)- 
ment  of  the  a\itomol)ile,  which  has  given  us  ahnost  unlimited  mobility, 
and  the  affluence  of  the  American  people  to  liiove  almost  at  freedom  o( 
will,  whereV(U-  they  choose,  nuikes  it  highly  desirable  for  the  devel- 
opment of  centers  outside  of  these  urban  areas  to  be  given  the  neces- 
sary credit  to  develop  what  really  a  great  runnber/)f  American  peoi)le 
want  to  do,  and  that  is,  they  doirt  necessarily  want  to  move  into  the 
congestion  Of  tlie  urban  cenfer.  And  it  is  a  two-way  street.  By  nuiking 
it  im])ortant  for  their  co!i veniein^e  and  pleasant  living  in  the  rural 
areas,  you  not  only  improve  the  situation  there,  but  you  take  this 
terriWe  burdeii  ofT  of  the  itmer  cities. 

I  guess  the  best  thing  to  do  is  to  cite  an  example  wliich  may  not  be 
a  perfect  anah)g>%  but  the  cities  hava  had  no  control  over  the  move- 
ment of  people  into  them.  And  this  is  part  of  our  concept  of  freedom. 
I  am  not  contesting  that,  except  it  would  be  Hke  running  a  hotel  and 
having  a  hundretl  rooms  and  being  able  to  accommodate  a  hundred 
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pvopW.  or  let's  say  a  tuuulml  couples,  and  suddenly  finding  your- 
self witli  200  couples,  or  400  people,  moving ' into 'the  hotel.  The 
cities  have  not  been  able  to  provide  eitlier  housing  or  the  necessary 
public  facilities  ()r  hospitalization,  or  any  of  the  other  factors  (if  ) 
Amencan  life  as  it  should  be  for  this  tremendous  number  of  people 
that  have  moved  in.  It  is  kind  of  a  confused  .situation.  You  have  good 
people  nioyc  in— they  are  all  good  pe()j)le,  but  tiicy  are  not  prepared 
lor  city  Itvuig.  and  they  have  created  a  great  j)robhMn.  And  it  wouhl  be 
much  better  it  adeciuate  circumstances  in  rural  areas  were  provided  to 
maintain  hfe  there. 

Senator  Allen.  Xow.  the  rural  areas,  though,  arc  losing  to  the 
urban  centers? 

Mr.  Allev.  That  is  correct. 

Senator  Allen.  Xot  only  the  unemi)lovables,  but  they  are  losing 
sonie  of  their  best  skills  and  talents  as  well,  and  some  of  tlieir  people 
with  the  abilities  if  they  had  the  opportunity  to  use  them  in  their 
hometowns. 

Mr.  Allen.  The  young  people  in  Georgia  in  the  rural  counties  of 
Ixeorgia  the  minute  they  get  educated,  they  come  to  Atlanta  or  some 
other  urban  center.  You  are  drahiing  the  rural  areas  of  this  country 
of  tiie  l)est,  as  well  as  some  of  not  the  best. 

vSenator  Allen.  That  is  one  of  the  big  problems.  . 

You  have.  then,  a  double  interest  in  this  problem,  being  still  inter- 
ested as  you  are  not  only  in  the  entire  State  of  Georgia,  but  in  Atlanta 
lou  naturally  want  to  see  the  rural  areas  prosper.  And  you  want  to 
see  job  opportumties  created  there.  But  at  the  same  time,  you  do  not 
\vant  tlie  unemployable  people  to  come  in  from  the  outlying  areas 
Aow,  I  daresay  that  you  would  welcome  those  with  skills  and  abilities 
and  talents.  ^  ou  are  not  voicing  objection  to  that.  I  assume. 

Mr.  Allen.  }\o\\,  they  are  really  having  an  opportunity  to  get 
prepared.  The  cities  were  never  prepared  for  th(»  immigration  of  people 
that  occurred:  they  neyer  had  an  opportunity  to  catch  ui)  with  it 
and  haven't  caught  u[>  with  it  yet.  That  is  the  defensive  side  ot  the 
mechanism. 

Senator  Allen.  Xow,  in  the  Atlnnta  area,  is  the  po|)ulation  con- 
tinuing to  grow  rapidly,  or  is  it  leveling  off? 

Mr.  Allen.  The  central  city,  like  other  central  cities,  is  static.  It 
has  been.  The  metropolitan  area,  which  is  only  the  area  prescribed  by 
some  artihcial  boundary  hues  established  by  the  legislature,  the  met- 
ropolitan area  IS  growing  by  leaps  and  bounds.  S  to  10  percent  a  vear 
a  fantnstK  growth.  The  metropolitan  area  simply  didn't  hardly'exist 
20  years  ago.  with  a  centrnl  ('ity  of  350.000  i)eoi)le.  The  central  city 
is  now  oOO.OOO.  and  the  tnctropolitnn  area  1.4  million.  But  the  sub- 
urban area  is  ex-pandnig  nil  the  time',  which  is  really  an  indication  of 
the  desire  of  tlie  affluent  who  can  afford  it.  as  well  as  racial  problems 
that  contribute  to  it,  to  get  f\u-ther  and  further  away  from  the  central 
'(*ity  to  more  open  space. 

vSenator  Allen.  They  end  u[).  though,  somewhere  in  between  the 
central  city  and  rural  America,  don't  they:  they  end  up  in  the  suburbs? 

Mr.  Allen.  Yes.  Although  they  are  not  witiiin  the  city  limits,  they 
constitute  in  many  respects  the  urban  center  of  the  metropolitan  area\ 

Senator  Allen.  DoVs  that  create  any  problems  there  in  Atlanta  in 
imancing  the  city? 
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Mr.  Allen.  Absolutely. 

Senator  Allent.  They  inove  out  to  the  suburbs? 

Mr.  Allen.  The  inability  of  the  eeutral  city,  the  municipality,  to 
have  a  normal  p:rowth  and  expansion  is  in  my  estimation  the  greatest 
detriment  today  of  the  central  city,  its  inability  to  ^row  and  expand. 
Senator  Allen.  So  aetually,  then,  this  problem  that  we  are  working 
on  is  scmiethinp:  that  directly  concerns  every  citizen,  whether  he  lives 
in  a  lar^e  city  or  a  small  city  or  in  a  completely  rural  area;  the  i)roblem 
touches  and  concerns  him,  does  it  not? 

Mr.  Allen.  Yes,  sir. 
X.J>enator  Allen.  S[)eakinp:  of  the  rapid  growth  of  Atlanta,  the  sky- 
linelia.s  changed  there  so  much  since  the  war.  You  have  some  tall 
buildings  built  tluTC  that  makes  you  wonder  jyist  wliat  was  there  before 
the  war. 

Mr.  Allen.  I  don't  know  which  war  you  are  talking  dbout,  but 
there  wasn't  anything  there  after  one  war. 

Senator  Allen.  I  have  knowledge  only  of  the  last  one,  |)ersonally. 
Mr.  Allen'.  I  didn't  mean  to  be  facetious. 

Senator  Allen.  There  wasn't  much  left  after  the  other  one,  was 
there? 

Mr.  Alle.n.  We  always  say  the  greatestv' urban  renewal  j)rojcct, 
shj^m  clearance,  that  any  city  (»vcr  had  was  in  IS04. 
Senator  Allen.  That  is  ricjht. 

I  do  appreciate  you  ( oming  before  the  committee  and  giving  us  tjie 
benefit  of  your  views,  looking  at  it  as  a  great  comnumity  leader,  a 
great  nuiyor  of  one  of  our  great  metropolises,  andcertaiidy  one  that  is 


I)roblejn  and  a  Common  problem  that  we  all  have,  And  we  do  a|)[)re- 
ciate  the  information  you  have  given  u.s.  Thaid^  you  very  much. 
Mr.  Allen.  Thank  you. 

Senator  Allen.  Mr.  C^irpenter,  please.  We  are  always  always  glad 
to  have  you  come  and  testify. 

STATEMENT  OF  L.  C.  "CLELL''  CARPENTER,  VICE  PRESIDENT, 
MIDCONTINENT  FARMERS  ASSOCIATION,  COLUMBIA,  MO. 

"Mr,  Carpenter.  Thank  you.  Senator. 

I  am  amazed  at  your  persist cmcc^  iu  aUv  iys  b(M     here  at  the  com- 
mittee liearings.  We  a[)preciate  it.  I  want  you  to  know. 
Senator  Allen.  Thank  v^ii. 

'Mr.  (\vupENTER.  Mr.  CiiMirmau.  with  your  permission,  I  \vill  read 
a  rather  brief  statement  which  re[)resents  the  statement  of  our  or- 
ganization. . 

Senator  Allen.  Very  well. 

Carpenter.  Aly  name  is  L.  (\  "(^leir'  Carj)enter,  vice  presi- 
dent of  Midcontinent  Farmers  Association  with  headquarters  in 
Columbia,  Mo.  I  am  aj)j)earing  here  today  on  behalf  of  a|)proxiraatelT 
152,000  members  in  Missouri,  Arjtansas,  Oklahoma,  Kansas,  Ne- 
braska, Iowa,  Illinois,  and  other  adjacent  States. 

Mr.  Heinkel,  president  of  Midccmtinent  Farmers  Association, 
stated  in  his  testimony  before  your  committee  on  June  16: 

I  wish  to  compliment  Senator  Talmadgo,  the  Chairman  of  the  Seaato  Com- 
mittee on  Agriculture  and  Forestry,  for  having  the  foresight  to  insist  upon  the 
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incorporation  of  Title  IX  in  th<^  Ap;ricultural  Act  of  1970  before  its  final  passage. 
We  view  this  provision  m  a  inanaat(^  to  develop  an  adequate  balance  between 
rural  and  urban  America,  and  it  further  requir<»«  the  Administration  in  power 
to  provide  factual  information  annually  on  federal  programs  and  services  ren- 
dered to  the  people  of  rural  America. 

I  can  truthfullv  say  that  this  is  one  section  of  the  Agricultural  Act  of  1970 
which  we  in  MFA  can  endorne  in  its  entirety.  I  might  say  that  the  price  of  corn 
in  Missouri  today  has  caused  us  to  thinlt  that  we  are  right  on  the  other  portions 
of  it. 

Furthermore,  it  occurs  to  mc  that  this  subcoimuittet*  can  prove  itself  to  be  of 
great  benefit  to  rural  AincTica  and  the  nation  as  a  whole  if  it  can  bring  to  the 
surface  the  facts  as  they  relate  t6  oij^  farm  economy,  the  amount  of  substandard 
housing,  the  amount  of  substandard  income  that  prevails  in  rural  America,' and 
as  th(»se  facts  are  reveak*d  constructive  programs  can  be  outlined  which  will 
develop  and  expand  our  rural  areas  in  such  a  manner  as  to  make  all  of  America 
a  better  place  in  which  to  live. 

During  the  past  two  decados  our  Nation  has  oxpericMiced  a  period 
of  unprecedented  ecorjoniie  growth.  Most  rural  ureas,  however,  have 
not  shared  in  this  expansion  and  prosperity  but  have  actually  been 
victinis  of  this  growth. 

Unlike  the  national  growth  pattern,  rural  areas  have  experienced 
a  decline  in  personal  incomes,  family-size  farms,  population,  jobs, 
and  basic  conununity  servic^es.  The  low  level  economic  base  of  most 
rural  areas  has  resulted  in  a  correspondingly  tmsatisfactory  level  of 
community  faciUties  and  servi<'es,  and  sociuTand  cidtm-al  advantages. 

A  recent  j)opidation  report  agaiu?  indicates  an  outmigration  of  . 
600,000  rural  peo])le  with  the  popidation  now  being  down  to  9.7 
million.  Unless  we  can  reserve  this  trend  of  rural  migration  to  urban 
centers,  we  can  expect  more  national  discontent  and  poverty. 

We  are  delighted  that  you  have  introduced  S.  2223.  We  heartily  sup-' 
port  the  intent  of  thi.s  bill:  to  encourage  and  expedite  development  in 
rural  areas. 

Our  organization  has,  for  years,  advocated  Federal  programs  de- 
signed to  improve  ])ul)lic  and  private  services  and  to  ])rovi(le  greater 
income  opportunity  to  all  rural  Am(»rica.  Members  of  thi.s  com- 
mittee have  been  inst nuTUMital  in  the  ej)aclment  of  worthwhile 
legislation  to  improve  farm  develo|)ment  for  which  we  are  grateful. 

We  now  are  in  need  of  legislation  to  enable  rural  conununities  to 
develop  strong  and  viable  economic-^  by  encouraging  industry 
development  in  smaller  tow  us  arut  thereby  improving  opportunities  for 
rural  peoplf. 

We  have  studied  S.  2223  and  generally  feel  "the*  mechanics  of  the 
bill  workable.  Title  I  is  constriU'tive  in  that  it  expands  the  Farmers 
Home  Administration's  su])ervi^^ed  credit  program  to  permit  nndcing 
loans  for  appropriate  rural  development  projects  which  will  benefit 
t!ie  commmuly.  It  is  good  business  and  g*)0(l  govermnent  to  build  on 
the  biusis  of  proven  programs. 

We  ap|)rove  the  above-board  approach  to  the  two  kiiid^  of  in- 
centives offered-  interest  supplemeiits  and  rural  developuKuit  capital 
augmentation  |)ayments,  which  for  all  practical  purposes  I  will 
designate  a^  grants  in  aid.  ^ 

^Ir.  (liairman.  if  you  w  ould  pardon  person-il  rvfereiicc,  I  have  had 
some  firsthand  e.xperience  in  this  field.  In  1935  I  w  as  emplo\'ed  by  the 
Missouri  Rural  Rehabilitation  Corporation  (tlie  forerunner  oif  the 
P'armers  Home  Administration^  (Irants  in  aid  were  an  integral  and 
necessary  <f)rocedure  in  the  inititd  developnituit  of  this  worthwhile 
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})rograni.  I  have  often  seen  exceptional  progress  niad^?  witll  relatively 
ew  dollars  extended  to  individuals,  £?roups,  and  organizations.  This 
same 'procedure  coul^i  produce  similar  results  in  the  development 
process  of  nonmetropohtan  areas. 

We  commend  the  })rovisions  of  title  II  wliieh  would  et^tablish  a 
Federal  rural  development  system.  This  proposal  is  similar  to  the 
farm  credit  system  which  over  the  years  has  been  one  of  the  most 
important  instruments  in  making  suitable  credit  available  to  farmers. 

T)ie  major  accomplishment  woiAd  be  that  through  this  process  the 
''central  money  market''  will  be  nVule  available  not  only  to  farmers 
but  to  nonmetropolitan  oriented  l^iness  and  enterprises.  . 

The  initiation  of  this  new  credit  s3^stem,  properly  funded  and  pro- 
perly administered,  could  indeed  assure  adequate  credit  availabte 
U>  all  facets  of  our  rural  communities.  "We  heartily  support  this  pro- 
vision as  we  undei-stand  any  rural  development  purpose  means  either 
a  public  or  [)rivate  project  that  will  contribute  to  a  reasonable  natural 
growth  policy  and  thereby  enhance  the  rural  areas  as  a  place  to  live. 

We  believe  also  that  by  using  the  same  principle  as  u>ed  in  the  farm 
credit  system,  the  rural  development  credit  system  should  irenerally 
require  partici[>ants  in  this  program  to  purchase  captinl  stock  so  that 
in  due  time  it  can  become  an  independent  ^vgency  as  the  farm  credit 
system  has  now  become. 

We  concur  with  the  provisions  of  this  act  that  loans  would  not  be 
ma<le  to  estabhsh  duplicating  ser\  ices  which  would  only  hjervc  to 
impair  the  success  of  both  the  new  business  enterprise  as  well  as  the 
existing  one. 

It  is  not  entirely  clear  to  us  how  the  sponsors  of  the  hill  int(*nd  to 
apply  the  provisions:  "Loans  are  restricted  to  borrowers  who  cannot 
obtain  credit  elsewhere.''  Whereas,  elsewhere  in  the  act  we  quot^e: 
'The  applicant  demonstrates  that  he  has  been  unable  to  obtain  needed 
finan(!ial  assistance  from  either  private  or  public  sources  at  reasonable 
rates  and  conditions."  We  realize  tiie  need  for  certain  safeguards  in 
this  regard.  Today,  rather  stringent  regulations  are  applied  to  the 
Farmers  Home  Administration  eligibihty  requirements.  However,  to 
my  knowledge  the  farm  cnedit  syt^tem  docs  not  have  such  limitations. 
Providing  additional  money  for  agriculture's  expanding  needs.has  been 
a  basic  function  of  the  farm  credit  system. 

Mr.  C'liairman,  I  don't  necessarily  have  an  anfewer  to  that,  I  am 
merely  asking  the  quastion  as  to  its  effectiveness. 

As  we  interpret  S.  2223,  it  appears  that  much  of  the  burden  of  proof 
of  loan  feasibility— aod  thus  of  success  of  thik  program— is  left  to  the 
borrower.  While  we  can  appreciate  the  need  lor  adequate  safeguards 
and  readilv  acknowledge  the  desirability  of  accepted  business  proce- 
dure in  order  to  judge  the  practicality  of  loan  Request,  underdeveloped 
rural  areas  are  in  need  of  an  advocate — who  is  possessed  with  ingenuity, 
expertise,  and  enthusiasm  sufficient  to  develop  local  leadership  into 
positive  action. 

The  purpose  of  this  bill  is  to  spur  development.  Would  it  not  enhance 
the  chance  for  succ^ess  if  the  agency  itself  was  charged  with  direct 
responsibility  for  assessing  opportunities  and  assistmg  prospective 
rural  development  project  borrowers  in  preparing  loan  applications 
and  also  for  following  through  with  technical  assistance  and  manage- 
ment? 
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Mr.  Chairman,  rural  progress  won't  be  measured  by  the  number  Qf 
agencies  in  opel'ation,  nor  even  by  the  concern  of  those  involved,  but 
by  the  effectiveness  of  the  effort.  You  and  I  and  many  members  of  this 
committee  hkve  worked  liard  to  design  and  implement  worthwhile 
Fedejal  programs  for  farm  and  small-town  America.  We  have  also 
continued  to  j)lead  for  adequate  funding.  Often  we  have  seen  these 
programs  bear  less^ruit  than  envisioned,  not  because  the  program  was 
at  fault,  but  simply  because  the  administration  didn't  request^4ti4  ^^^^ 
Congress  failed  t^  pro\ide  adequate  funds. 

May  I  again  use  personal  experience.  I  serve  on  the  Govenior's 
watershed  advisory  committee  wluch  mraE^Nrecomraendationa  and/ 
establishes  priorities  of  action  under  Public  LaV  566,  the  Watershm 
Protection  and  Flood  Prevention  Act.  These  \)rojects  are  diissic 
examples  of  community  development.  'Flood  and  erosion  jrontrol 
protection  plus  environmental  control  and  iiaproved  cron/^)roduc- 
tion  capa'bilities  are  provided  the  farmer,  while  Ids  city  cousins  are 
provided  Avater  supplies,  recreation,  as  well  as  environmental  im- 
provement, r  '         .  i 

It  has  been  alm<^t  embarrassing -to  serve  on  this  advisory  com- 
niittee  during  the  last  A'ear.  Here  is  our  dilemma:  Eleven  watersheds 
authorized  for  detail  planning;  three  watershed  areas  awaiting 4)lan- 
ning  authojjzation  in  Washington,  D.C.;  three  areas  with  preliminary 
^  investigation  started;  four  areas  with  priority  given  for  preliminary 
investi|;ation-  And,  at  our  last  meeting,  approximately  eight  addi- 
tional watershed  areas  made  requests  to  be  considere<L  Our  only 
action  was  to  jiiove  two  of  the  most  meritorious  out  of  the  cigltt 
<  ^  requests  into  the  category  ot^being  I'ousidered  for  preliininar}'  in-« 
vestigation.  ' 

This  UHsatisIactorv  ►situation  is  occasioned  soley  bj'  iri^ufficient 
funding  personnel.  T^his  program  is  a  key  to  rdral  development,  in 
whicli  the  individual,  the  cities,  the  State  of  Missouri  and  the  Federal 
Government  are  financially  participating.  ' 

Mr.  Chairman,  I  am  using  tins"  illustration  .fbr  one-  purpose  only. 
Unless  we  expect  to  move  forward  and  property  fund  .this  program, 
let's  not  put  another  item  of  legislation  on  tjie  books  to  confuse  the 
public. 

Now  does  seem  an  opportune  time  to  push  for  a  turnaround  in. 
the  problem-creating  migration  from  country  to  city.^^There  is  a 
clamor  for  rebuilding  rural  America.  All  across  the  .Nation  once 
bustling  local  trade  centers  have  become  decaying  ghost  towns. 
Those  towns  remaining  compete  for  the  location  of  a  reorganized 
school,  a  small  manufacturing  plant  or  a  farm  service  center  because 
the  outcome,  may  determine  which  town  survives,  which  dies.  On 
the  other  hand,  big  cities  are  filled  to  the  bursting  point,  many  over- 
whelmed by  social  problems,  some  wallowing  in  economic  stagnation. 

Dispersal  of  population  does  hohl  promise  for  relief  from  the  stag- 
gering social  problems  of  big  cities.  New  people  can  directly  benefit 
rural  communities.  They  can  supply  needed  skills  and  make  more 
feasible  the  addition  or  expansion  of  badly  needed  services. 

However,  any  program  designed  to  revitalize  rural  America  must 
hit  the  country  with  dynamic  impact  if  it  is  to  succeed.  The  job  of 
revitalizing  rural  America  cannot  be  accomplished  with  words.  Deeds 
are  going  to  be  required.  It  is  a  job  that  must  attract  national  support. 
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Mr.  Chairman,  \vq  can  see  .promise  in  the  prdviftions  of  S.  2223. 
Its  emphasis  a  new  source  of  adeqiia'te,  reliable  (iredit  is  sound. 
We  pledpje  otur  wholehearted  sup[)ort  to  help  pass  this  lepjislation 
and,  furthermore,  our  support  to  carry  it  out  if  enacted  into  law. 

Mr.  Chai^Dan,  1  could  not  conclude  tliis  statement  without  re- 
mindiu<r  yon  that  an  econoaucally  sound  rural  America  is  dependent 
upon  a  pros])ero\is  and  viable  agriculture.- We. ur^e  tliis  coiunuttee  to 
retU5sess,the  humarte  and  economic  values,  stren<rthen  Icgishitive  an- 
'thorizations  as  needed,  and  lead  the  way  to  a  total  commitment  on 
the  part  of  ('on2:ress  and  the  administration  to  vali(tate,  activate  and 
adequately  fund  this  and  tlk»  many  other  programs  already  in  force. 

Thank  you  very  much,  Mr.  Chairman.  r 

Senator  Allen.  Thank  you  very  much,  Mr.  (^irpentcr.  I  a])preciate 
your  a])pearance  before  the  subcommittee  a^d  the  expression  of  your 
views  and  those  of  your  asssociation. 

-  You  feel  that  there  is  a  need  for  additional 'cre'dit  for  tli'e  agri- 
cultural economy  hi  rural  America? 

Mr.  Carpenter.  Mr.  Chairman,  I  am  privileged  to  .reside  in 
almost  the  middle  of  the  State  of  Missouri.  And  as  such  I  have  almost 
(^)nstant  contact  with  (bounty  seat  towns  in  rural  ^fissouri.  And  there 
is  no  q\iestion  })ut  what  there  is  a  dire  need  for  this  type  of  a  ixrogram. 

As  an  illustration,  the  transportation  industry  is  in  trouole.  You 
folks  have  been  faced  with  that  problem  here.  The  railroadg  in  rural 
areas  in  Missouri  are  drying  up.  Why  are  they  dryiiig  up?  Because  the 
small  towns  out  there  are  getting  smaller  or  are  becoming  nonexistent. 
They  don^t  have  the  ecoimmic  base  to  remain  in  business. 

vSo,  Mr.  Chairman,  there  defin'itely  is  a  need  for  thjs  typ^»  of  program. 

Senator  Allen.  Mr.  Carpenter,  you  have  .given  ^is  sonu»  strong 
talk  and  some  straight  talk  on  the  matter  of  really  doing  something 
about  this  j)roKram,  or  not  bothering  to  enact  anything  into  law, 
that  seems  to  be  the  tlu'ust  of  your  renuirks. 

Mr.  Carpenter.  Well,  pretty  largely.  And  it  is  occasioned  a  little 
bit  by  the  agency  that  1  mentioned  -and  I  am  not  critical  of  that, 
Senator  Allen. ^ 

Senator  Allen."^!  think  the  ])oint  is  well  taken,  I  am  not  objecting 
to  it,  I  acrree  with  it.  At  the  last  meeting— just  3  weeks  ago,  the  reason 
it  is  so  vivid  in  my  mind— four  city  and  rural  area  committees  canie  in 
'  to  appear  before  us.  They  nuule  exceptional  pleas  for  their  ])rograms. 
They  were  meritorious.  They  were  water  systems  for  county  seat 
to^vns.  And  they  were  most  helpful  to  farmers.  But  all  we  could  do  was 
to  move  tliem  to  a  little  higher  priority,  and  we  had  to  tell  them,  folks, 
it  is  not  months  off,  it  is  years  ofT.  Now,  when  you  (h)  that  you  soon 
lose  the  confidence  of  j)eople. 

Now,  this  bank  envisioned  by  this  biJl  \vould  liave  a  field  of  op- 
eration that  is  not  provided  by  tlie  Resent  farm  credit  system? 
,  Mr.  Carpenter.  Very  (h^finitely,  yes  sir.  Of  course,  it  is  difficult — I 
happen  to  be  iu  business  j)e!'sonally  in  a  small  county  seat  town — 
the  Chamber  of  Commerctrfigivres  are  8,000,  but  T think  it  is  actually 
about  6,500— and  frankly,  there  are  businesses  there  that  encounter 
considerable^  difficulty  obtaining  credit  tp  be  able  to  expand  tjjid 
contin\ie  'this  business,  and  to  employ  additional  ])eople. 
.  Sentator  Allen.  Is  legislation  of  this  ^ort  needed  and  is  it  sound, 
in  your  judgment?-  '  • 


Mr.  Carpenteh.  Well,  you  are  building  both  of  those,  both  title  I 
and  title  II,  on  the  principle  of  existing  programs  that  I  haven't 
heard  anyone  say  are  unsound.  So  I  would  have  to  siiv  that  they  are 
.bound  to  be  sound. 

Sonktor  AtLEX.  Now,  the  conoopt  of  (M'ontual  borrower  ow  ner^hip 
of  the  bank,  is  that  a  sound  principle? 

Mr.  Carpenter.  It  certainly  has  been,  Senator  Allen,  for  the  farm 
credit  system,  yes. 

Senator  Allen.  Xom',  the  farm  credit  system  has  be(»n  an  out- 
standing success,  based  on  this  principle,  has  it  not? 

Mr.  Carpexter.  That  is  my  opinion,  sir,  I  think  you  are  correct. 

Senatoi  Allex.  I  note  that— and  by  the  way,  authors  of  th.e  bill 
and  the  subcommittee  welcome  any  suggestions  as  to  methods  of 
improvmg  the  language  of  the  bill,  or  methods  of  refining  the  thought 
belund  the  legislation.  I  note  that  you  call  attention  here  on  page  4  of 
your  testimony  to  the  fact  that  loans  are  restricted  to  borrowers  who 
cannot  obtain  credit  elsewhere,  and  then  the  next  sentence  ''whereas 
elsew'here  in  the  act  we  quote:  'The  ai)])licant  demonstrates  that  he 
has  been  unable  to  obtain  needed  financial  assistance  from  either 
private  or  public  ^lources  at  reasonable  rates  and  condition?,'.^'  Now, 
the  'Svhereas"  there  would  indicate  that  the  second  statement  M  ould 
be  inconsistent  M^ith  the  other,  but  they  seem  to  say  the  same  thing  to 
me.  And  the  thought  behind  it  is  that  this  would  be  a  i)lan  that  M  ould 
sui)plement  existing  progT*anih,  amPif  a  borroM'er  Mas  able  to  get 
the  money. from  private  sources  or  other  public  sources,  he  M'ould  not 
be  able  to  come  to  this  method  of  financing,  Avhich  M  ould  be  a  sound 
ap|)roach,  it  m  ould  seem  to  me. 

Mr.  Carpexter.  Senator,  1  M  ould  see  no  objection  to  that.  I 
pointed  out  that  only  as  theie  a|)j)eared  to  be  some  inconsistency.  Now, 
Mr.  Baker  knows,  he  and  I  m  orked  in  the  Farm  vSecuritv  and  Farmers 
Home  Administration,  m'c  had  this  stipulation  forever.  And  even  then 
it  M'orked  fairlv  satisfactory. 

Now,  I  think  I  am  correct,  hi  the  existing  farm  credit  system  oper- 
ations I  do  not  believe  the  same  provisions  prevail.  HoM'ever,  I  also 
have  been  through  the  ganmt,  as  have  you,  on  the  hearings  of  the  neM' 
farm  credit  bill,  and  I  am  aM  are  that  there  are  certain  interests  that 
M'ould  like  to  get  more  re^^trictive  than  it  is.  vSo  I  don't  knoM'  the  aiiMver 
to  that  one.  Senator.  I  am  pointing  out  Mhat  1  think  might  be  a 
problem. 

Senator  Allex.  Thej^)committ(>e  I  am  sure  m  ill  take  into  account 
your  suggestions  and  gMpliem  serious  consideration. 

Do  you  think  that  this  legislation  might  be  the  vehicle*  for  the 
creating  of  more  jobs  in  rural  areas,  more  job  opportuniti^^s? 

Mr.  (\\RPEXTER.  Mr.  C'hairnian,  I  don't  think  there  is  anv  question 
but  M'hat  it  can  be  the  vehicle.  I  don'e  like  to  admit  it,  but  I  have 
almost  come  to  the  conclusion  that  the  likelihood  of  our  having  greater 
numbers  of  peoj)le  actually  eniraged  in  agricultuu*  is  not  good,  but  it 
hkely  go  the  other  M'ay.  And  the  only  way  that  1  know  that  M'e 
can  maintain  a  rural  population  in  M'hat  I  consider  good  clean  environ- 
ment in  rural  areas  is  to  incn^ase  the  economy  of  the  riu'al  area  and 
thereby  create  jobs  for  those  people  M  ho  may  live  there  and  be  again 
fully  employed. 
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Senator  Allen.  You  suggest —and  I  certainly  agree — that  the 
only  way  that  we  are  going  to  have  a  favorable  rural  economy,  rurftl 
development,  is  to  start  with  a  basis  of  a  sound  agricultural  economy? 

Mr.  Carpextek.  Right. 

Senator  Allen.  That  is  an  absolute  must. 

Mr.  Carpenter.  Yes  sir. 
^     Senator  Allen.  And  this  bill  would  pronde  the  method  by  which 
agricidture  could  have  more  of  its  credit  needs  met,  and  by  which 
necessary  (Community  servi(;cs  would  be  brought  into  rural  America. 

Mr.  Carpenter.  Right. 

Senator  Allen.  And  more  job  opportunities  created. 
Mr.  Carpenter.  Correct. 

Senator  Allen.  Now,  have  the  credit  needs  of  rural  America 
or  the  agricultural  economy  increased  many  fold  in  recent  years? 

Mr.  Carpenter.  Oh,  by  all  means.  When  I  mentioned  there  being 
employed  back  in  1935,  we  could  make  a  loan  for  $700  and  actually 
set  a  family  up  in  farmuig  to  where  they  could  make  a  living.  But  it 
takes  many,  many  times  that  much  now,  as  you  know,  Senator,  to 
get  started  into  farming. 

Senator  Allen.  Hasn't  the  whole  concept  of  agriculture  changed, 
and  isn^t  it  continuing  to  change,  in  that  the  small  family  farm  is 
pretty  well  disappearing  from  the  face  of  America,  and  the  large  farms 
are  taking  over? 

Mr.  Carpenter.  I  would  say  the  larger  farms  are,  yes,  sir. 

Senator  Allen.  Re(iuiring  heavier  e([uipment,  more  iuA'estment, 
more  capital 

Mr.  Carpenter.  Right.  / 

Senator  Allen.  And  the  cost  of  land  has  increased  greatly. 
Mr.  Carpenter.  Yes, 

Senator  Allen,  What  about  the  young  people  going  into  agriculture 
as  a  way  of  life  and  for  a  livelihood? 

Mr.  Carpenter.  Mr.  Chairman,  that  is  one  of  the  real  problems, 
I  think,  that  faces  rural  America.  And  that  is,  how  does  a  young  fam- 
ily ^et  into  the  farming  business.  And  I  must  say,  when  we  start 
talking  about  an  investment  of  from  $150,000  to  a  quarter  of  a  million 
dollars,  it  does  indeed  become  a  perplexing  ])roblem  as  to  how  this  ia 
accomplished. 

Senator  Allen.  The  average  age  of  the  i)ers()n  engaged  in  farming, 
is  that  going  up  all  the  time? 
Mr.  C^arpenter.  it  sure  is. 

Senator  Allen.  The  same  people  who  grow  older  by  the  year 
remain  on  the  farm  and  no  new  blood  is  being  pumped  into  the  number 
on  the  farm? 

Mr.  Carpenter.  That  is  correct.  We  may  eventually  have  to  have 
some  new  system  of  farm  owniership.  I  don't  kiiAw  what  it  is,  but  I 
can  see  a  problem. 

Senator  Allen.  Now,  under  some  of  the  aspects  of  the  bill,  a  lot 
of  the  community  services  would  not  directly  be  farm  loans,  but  . 
would  not  farmers  profit  bv  some  of  the  nonfarm  loan  provisions  of 
the  bill? 

Mr.  Carpenter.  Senator,  by  all  means.  And  I  think  it  is  desirable — 
it  is  amazing,  in  the  rural  areas  of  Missouri  right  nt)W.  I  can  take  my 
home  community  of  Columbia.  Mo.,  and  those  particular  areas,  an(P 
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there  are  luiy  number  of  fnrniowners  or  tlieir  wives  who  now  luive  part- 
-time jobs  ill  industry  and  town.  And  it  is  c^ood,  it  helps  the  town,  and 
it  helps  those  peo])le  out  there.  Ami  they  still  are  able  to  live  where 
they  want  to  live,  and  with  a  rural  (Mivironhiefit,  and  raise  some 
j)r('tty  ^00(1  youtigs$i^rs  and  future  citizens. 

Senator  ALLKNV^J(|iH)tiee  on  page  3  of  your  testimony  you  think  that 
the  rural  loeatioi^fueentives  payments  that  you  endorse  there  would 
make  it  easier  to  attract  new  job  creating  industry.  j 
Mr.  Cakpenteh.  Yes  sir.  | 
Senator  Allen,  elust  how  would  that  work?  | 
Mr.  Carpentek.  Well,  of  course  1  think  thei'e  are  J  number  of  rn- 
eentives  that  can  be  developed  on  that.  And  one  that  iTan  mention— 
I  can  think  of  one  instance  that  I  call  grant-in-ai(l,  I  tliiidc  it  is  really 
something  else — hutf  take  my  home  town  of  Trenton,  Mo.  Withoidy  a 
few  thousand  dollars  they  were  able  to  install  a  new  wiiler  system,  and 
a  new  sewage  dispo.sal  system,  atul  with  the  rest  of  it,  aHoan  that  they 
were  able  to  pay  in  their  I'egidar  way  but  Senator,  whajl  that  has  dotie 
is,  it  has  encouraged  industry,  and'  as  of  today,  with/those  facilities 
being  available, ^here  are  some  2,000  additi()narpeo|)lc/empl()yed  there 
that  couldn't  be  employed  there  if  they  had  not  \\m  tho.se  fncilities, 
because  there  Wouhl  be  no  way  to  |)ut  them  in.^^^hat  ijs  what  I  am 
saying,  that  a  few  (lollars  — and  truly  it  is  (m^^f^asion  a  few  dollars — 
in  this  type  of  investment  can  return *i^ndtiniillions  of  dollars  in 
community  benefits. 

Senator  Allen.  Yes.  And  how  would  the  Goveniment  then  get  its 
money  back? 

Mr.  Caupentkii.  The  (jovernnuMit  gets  its  moiu^y  back,  most  of  us 
pay  income  taxes,  and  a  few  other  taxes  along.  So  the  Govertnnent  does 
all  right  \vhen  the  economy  does  all  right  on  that. 

I  would  like  to  point  out  one  thing  that  it  becomes  a  real  fwoblem  in 
rural  areas— and  I  made  mention  of  it— in  my  statement — rural 
areas  need  an  advocate.  1  have  seen  time  and  time  again  when  bene- 
ficial Government  programs  are  made  available,  and  they  ''are  as 
available  to  rural  aieas  as  th(\v  ate  to  ur])an  areas.  But  urban  areas 
are  generally  organized  and  have  |)lanned  with  their  expertise  *to 
where  they  canp^t  in  on  the  ground  floor  and  have  been  ready  to  move, 
and  unfortunatelv  we  out  in  the  rural  areas  are  stdl  sitting  thei'c  uith- 
out  plans  made  to  take  advantage  of  the  benefits.  Do  J  nuike  myself 
clear? 

Senator  Allen.  Yes,  you  do.  And  1  tlnnk  |)ossil)ly  this  bank  l^y 
making  tedmical  service  and  advice  and  ]iel|)  available  would  go  a 
long  way  in  t!up|)l ying  some  of  that  need. 

Mr.  ('AHPENTEii.  Ven^^desirable,  sir. 

Senator  Allen.  The  outmigration  from  the  rural  areas  is  not  only  a 
problem  for  rural  America,  but  as  Mayor  Allen  cogently  suggested 
in  his  testimonv,  it  also  creates  a  big  problem  hi  the  urban  area,  does 
it  not? 

Mr.  Carpenj-jer.  By  all  means. 

vSenator  Allen.  So  by  going  to  the  loot  of  the  matter  and  by  putting 
a  halt,  or  slowing  down  the  rural  outmigi  ation  to  the  big  popidation 
centers,  or  ev^en  if  we  con\d  reserve  that  trend  and  go  back  to  the 
land,  would  that  not  help  solve  some  of  our  uiban  ])roblems  as  well? 

Mr.  Carpenter.  Right.  And  I  really  think  there  is  a  large  segment 
of  our  population  who  now  lives  in  congested  urban  areas  that  would 
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thVro  is  any  (iiu^stioii  l)iit  what  it  wouhl  solve*  inun}M)rohl('ins,  sir. 

Sonutoi  *Allk\.  Tlumk  voii  vi^-y  niiirli,  Mr.  (\ir|)(»nt(;r.  1  sun^ 
uj)|)i(»ciat(»  your  coniiu^  l)cforc  thi^  sulx'oniinjt t(»(»  and  ^iviu^i;  us  the 
b(»n('tit  of  youi  vi(»NVs.  Thank  you  sir. 
Mi.  \Va<i;n(»r,  pleaso. 
Mr.  Warner,  you  may  i)r()c(»(Ml,  ^ir. 

STATEMENT  OF  AUBREY  J.  WAGNER,  CHAIRMAN  OF  THE  BOARD, 
TENNESSEE  VALLEY  AUTHORITY,  MUSCLE  SHOALS,  TENN. 

Mi.  Waoxku.  Thank  you,  vS(»nator. 

I  hiivv  with  iiw  Mr.  Marquis,  our  (icnrral  Counsel;  Mr.  Foster,  wlio 
is  Director  of  Navigation  and  l)('V('lo[)n\(Mit  and  Kc^^ional  St  udies;  and 
Mr.  Williiuns,  svlio  is  our  Din^ctor  of  Agricndtural  l)(»V(»lo{)m(»nt. 

S(»nator  Allex.  Wc  an^  (Udi^htcd  to  have*  yon  o;(Mitl(Mn(»n. 

Mr.  WACiXKK.  Mr.  Chairnian,  wc  a[)|)ro('hito  tins  opportunity  to 
a[)p(Mir  before  the  connnittc^e  to  discus.s  some  of  tin*  problems  ndatinj^ 
to  rural  devclojnnent  which  wc  have  encountennl  ni  tlic  T(MUl(\ssce 
Valley  and  wliich  nuiy  he  rehited  to  tlie  kiud  of  h^^islation  ^vhieh  you 
an*  now  consid(»rin^. 

As  \\v  s(M»  it,  th(»  nce(»ssary  first  st(»p  in  upgrading  tlio  quality  of 
rural  Hving  is  to  a.ssun*  ad(»quate  (Mnploym<Mit  op])ort unities.  Other- 
wise*, as  Mayor  Allen  [>ainte(l  out  earlier,  rural  p(U)pl(»  are  comix^lh^d  to 
nngrat(»  to  urban  centers,  thereby  increasing  the  ])r(Nsur(»s  on  housing, 
transportation,  hiw  (»nforcernent,  sanitation,  education,  and^  othcT 
facilities  that  b(N(»t  our  metro|)olitan  areas.  Since*  1933  wlien  WA  was 
cnvited,  then'  has  l>cen  a  notal)le  iiu*reasc  in  jol)  opportuniti(»s  in  the 
T(Miness(»c  Vall(\v  n»gion,  and  outrnigration  has  becui  halt(»d.  Per  (»apita 
inconu*  in  the  n^gion  has  risen,  not  oidy  absolutely  but  relativ(»ly,  from 
45  p(»r(UMit  of  th(»  national  average  in  1933  to  75  [)erc(Uit  today.  Jol)s  in 
nnuHifacturing  an*  a  gnuiter  part  of  tlie  total  employment  in  our  area 
than  in  th(»  Nation  as  a  whole,  and  tlu*  greater  portion  of  new  indus- 
trial jobs,  and  I  think  this  is  quite  magnificent  in  fact,  al)out  SO 
p(TC(Mit  in  r(»cent  years  are  developing  in  tlie  snndler  towns  and 
citi(\s,  and  th(»  rural  areas  out>i(fe  th(»  nu*t ro])olitan  centcu's.  And  thi« 
is  what  I  believe  your  committee  is  concern(»d  witli. 

TVA's  programs  hav(»  hccn  din»ct(»d  towanl  sup[)lyin<:  basi(»  tools 
for  u.^e  by  tin*  ])(»o|)le  of  tlu*  area  in  .d(*velo[)iiig  their  figl'ieult  ural  luid 
industrial  rc^sources  and  tlieir  living  standards.  For  tliose  engaged  in 
fanning,  w(»  have  provided  unprov(»d  fertilizers,  pine  seedlings,  and 
ehvtric  power.  'V\iv>v  tools  have  ludped  farmers  to  con.serve  tlieir  top- 
soil,  h(»al  gullies,  and  increase*  tlieir  productivity  and  their  income. 
Income  from  farm  o|)erations  in  the  T(Mm(*ss(*(»  Vallev  has  grown  sev(»n- 
fold    from  SI  13  ynllion  in  1935  to  S7S()  million  in  *1070. 

The  d(»velopfn(»nt  of  the  1\umes.s(>(»  Riv(T  and  its  tributnries  ha.^ 
provided  a  bas(»  for  industrial  and  conunercial  growth  and  a  prime 
recn»ation  asset.  The  waterway  makes  avaiIal)lo  low-cost  l)arge  tran.s- 
portation,  and  the  dams  we  liave  built  [)rovide  abundant  supi)lies  of 
water  for  comflnmities  and  industries,  as  well  as  for  wat(T-l)ase(l 
n»creation.  Flood  control  has  nnide  tii(>  lev(d  land  on  tlie  shoreline  safe 
from  floods  and  thcTcfore  more*usabl(»  by  industry.  And,  of  course, 
TVA's  (lams  and  steamplants  [)rovi(le  large*  amounts  of  low-cost  [)Ower. 
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All  of  this  has  meant  jobs.  Private  industry  has  invested  over  $2 
billion  in  new  and  expanded  i)lant'  facilities  along  the  main  stern  of  the 
Tennessee  River  sinre  TVA  eompleted  the  navigable  channel  in  1945. 
And  you  in  north  Alabanna,  Senator,  are  certainly  well,  aware  of  that 
change. 

Senator  Allex.  Yes,  I  am.  And  wc  are  extr§jin<»lv  proud  of  it. 

Mr.  Wagner.  These  new  and  eidarged  industries  have  provided 
about  37,000  new  jobs  directly  and  many  thousands  more  indirectiv 
in  the  supporting:  economy.  In  total  in  the  Tennessee  Valley,  about  a 
million  and  a  half  new  jobs  have  been  created  in  the  last  30\year9. 

New  industries  have  not  concentrated  in  a  few  congested  locations. 
Thev  have  sought  out  those  sites  where  thm  plants  can  b(^  served  by  a 
combination  of  highways,  railroads,  and  the  navigable  waterway-  it 
has  been  demonstrated  time  and  time  again  that  the  presence  of  these 
alternative  transportation  modes  at  a  single  location  acts  as  a  mt^net 
for  new  industries.  As  a  result,  much  of  the  industrial  gro\vth"has 
occurred  near  small  towns  or ^ven  where  no  t^wn  at  all  had  existed. 
The  importance  of  this  kind  of  development  to  those  who  have  lived 
in  these  rural  areas  is  obvious.  Oi)portunities  for  jobs  have  arisen  in 
their  own  neighborhood. 

All  along  the  main  river,  tovvn«  that  liad  been  dei)cn(lent  on  the 
surrounding  farm  economy-  ('alvert  ('ity,  Ky.,  Xew  Johnsonville  in 
western  Tennessee,  Dectitur  and  Guntersville,  Ala.,  to  name  a  few- 
have  become  or  are  in  process  of  becoming  industrial  complexes. 
Similar  developments  are  talcing  place  along  tributary  streams  where 
TVA  hu.s  deei)ened  the  channel  to  bring  barge  transporta^on  to 
points  already  served  by  railroads  and  highways.  The  town  of  Calhoun 
on  the  Hiwas(»e  River  in  eastern  Tennessee^  is  one  example.  Similarly 
the  Melton  Hill  Dam  on  the  ('linch  River  has  brought  commereial 
navigation  to  Clinton,  Tenn.,  at  the  foot  of  the  Cumberiand  Moun- 
tains, where  a  fairly  la^ge  industrial  site  is  already  being  utilized 
by  two  industries,  and  the  remaining  acretige  is  under  active  con- 
sideration by  others. 

In  eastern  Tennesi^ee,  we  have  under  construction  the  Tellico  Dam 
and  Reservoir  project  which  will  bring  navigation  to  a  juncture  with  a 
trunkline  rtulroad  and  a  through  highway  at  a  i)()int  where  sey(TaI 
thousand  acres  of  industrial  land  are  avaihible.  It  will  provide  one  of 
the  more  exciting -  and  esthetically,  one  of  the*  most  beautiful — 
enH)loyment  opportunities  in  Appalachia. 

For  cities  and  towns, along  some  of  the  smaller  tributaries,  assur- 
ance of  an  adequate  water  supply  represents  an  increasingly  serious 
problem.  In  western  Tennessee,  TVA  has  built  eight  small  dams  on 
the  Beach  River,  to  regulate  floods  and  |)rovi(le  new  recreational  ^ 
opportunities.  Just  as  important,  these  dams  provide  a  (le|)en(lable 
w^ater  supply  for  the  town  of  Lexington  and  the  surroundmg  area, 
that  will  accommodate  industrial  exi)ansion  there  for  many  years  to 
come.  On  the  Elk  River  in  lower  middle  Tennessee,  we  have  just 
completed  Tims  Ford  Dam,  widening  opportunities  for  a  number  of 
small  towns  near  and  along  its  reservoir  to  exi)an(l  commerce  and 
manufacturing.  On  Bear  Creek  in  northern  Alabama,  we  have  com- 
pleted the  first  of  four  small  dams,  which  already  has  prevented 
thousands  of  dollars  in  crop  damage  from  floods. 
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Tho  ovidence  is  clear  that  careful  and  opportune  resource  develoj)- 
meut  of 'the  kind  I  have  described  can  stimulate  industry—both 
large  and  small  -in  rural  areas,  provide  jobs  for  younji:  people  moving 
from  their  farm  homes,  licl[)  stem  out  migration,  and  In  so  <loilig  ease 
the  problems,  not  only  of  th(^  hirger  cities  in  the  Tennessee  Valley 
area,  hxit  of  metropolitan  centers  throughout  the  Nation. 

I  do, not  vvant  to  give  the  impression  that  TVA's  })urpose  is  simply 
to  dam  up  all  the  streams  or  that  our  only  concern  is  in  creating 
job  op{)ortunities.  Our  efforts  are  designed  to  utilize  the  wat-er  re- 
sources, along  with  others,  to  best  serve  the  needs  of  the  greatest 
number  of  peoph^  in  our  region. 

In  some  instances  this  means  dam  and  reservoir  construction, 
while  in  others  it  means  pres(Tving  free-fiowing  river.^,  capturing 
esthetic  and  historical  values — but  in  any  case,  improving  rather 
than  harming  the  total  environment. 

We  are  sensitive  to  the  needs  and  demands  for  environmental 
excellence,  for  opportunities  to  enjoy  the  woods  and  waters  in  many 
ways.  \Vc  know  that  man's  poorest  environment  is  joblessness  and 
ho|)eh^ssness,  wliile  his  best  environment  is  in  {)ro(luctive  and  reward- 
ing work.  But  we  also  know  that  a  good  life  requires  more  than  lust 
a  job.  We  are  determined  that  in  the  Tennessee  Valley  there  shall  be 
beauty  along  with  opportunity;  a  sound  and  j)rotect(Ml  resource  base 
along  with  ex])anding  employment.. 

The  success  of  industrial  dcveloj)ment  in  rural  areas  depends 
ultimately  on  the  ability  of  snuiller  communiti(»s  to  conij)ete  with 
urban  centers  in  attractiveness  and  services,  as  w(dl  as  in  making 
land  reso\irces  readily  available.  The  grant  programs  that  have  been 
opened  up  to  these  communities  in  the  last  decade  have  been  very 
helj)ful  in  fact,  essential  but  matching  grants  can  be  exhausting. 
In  working  with  communities  we  have  heard  frustrated  small  town 
mayors  exclaim  that  they  had  "enjoyed'*  all  of  the  matching  grants 
they  could  stand.  We  believe  the  availability  of  s])eciali/ed  credit 
to  finance  part  of  the  cost  of  revenut^-producing  facilities  or  services 
that  could  not  be  taken  care  of  by  commi^rcial  institutions  can  helj) 
rural  di^velopmcnt.  '<j 

It  sc(uns  to  us  that  there  may  be  a  parallel  to  the  situation  in  the 
193()'s  relating  to  rural  electrification.  In  that  era,  the  feasibility  of 
bringing  the  t)lessings  of  electricitv  to  rural  cu^^tomers  had  to  be 
demonstrated.  In'the  Tennessee  Valley ,  for  example,  only  about  3  per- 
cent of  the  faim  homes  had  electricity  in  1933,  whereas  today  it  i.s 
available  tluougliout  the  area.  A  majoi  factor  in  rural  electrification 
throughout  the  countiy  was  the  nuiking  available  of  ad(^(piat(^  amounts 
of  credit.  When  credit  was  supplied.  State  and  local  agiMwies  were  able 
to  make  an  ambitious  dream  a  reality. 

Many  of  the  current-day  financhig  needs  of  small  commumties 
are  related  to  revenue-])roducing  services  similar  to  electrification.  All 
they  need  for  success  is  initial  credit.  But  there  are  other  s^ivice^s  that 
are  (mly  partially  self-liqui<lating.  Pronsion  of  funds  for  th^e  through 
loans  and  incentive  payments  would,  in  turn,  leave  lo^al  tax  funds 
available  to  finance  services  that  r)roduce  iijD  revenue. 

In  almost  every  project  that  FVA  has  undertaken,  one  or  more 
local  organizations  have  acted — and  are  acting — in  partnership 
with  us,  sharing  costs,  sometimes  taking  ovex  one  element  of  a  piogram 
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piovi(Un<i:  th(»  roiniiuiiHty  l(*a(l<M-Nliij)  und  local  iiiaua^(»ni('iit  without 
which  the  iniixiiiuini  economic  and  M)cial  benefits  of  th(»  j)ioj(M-t  could 
-not  be  attaiiKMl.  Fmtuiiatc^y,  it  has  l)e(Mi  i)os>ibh'  for  TVA's  j)roj(ict 
j)ar(U(»rs  (o  find  on<^  nu»ans  or  another  of  financing  their  ressponsibilities 
in  connection  with  Mich  projects. 

How(»ver.  th(»r(»  are  aspects  of  rural  development  for  which  financing: 
from  conventional  s()iirc(s  has  been  difficult  or  impossibh^  to  obtain. 
For  examph»,  many  rural  comnumities  in  our  r(»<^i()n  (and  I  should 
thiidc  across  th(»  Nation)  are  in  n(»(»(l  of  solid  waste  mana^jement  sys- 
tems for  trash  coll(»ction  and  disposal.  This  is  an  urban  servic(»  that 
is  (»xp(M't(Ml  in  metropolitan  areas  and  w  Inch  oujijht  to  be  availabl(»  as 
well  to  rural  residents.  TVA  has  worked  with  a  numlx^r  of  local  com- 
mitt(M*s  in  devisinji:  countyw  id(M'oll(»ct ioji  systems  and  W(»  hav(»  found 
tr(»m(Mid()Us  local  interest.  Xevertludess.  ])lans  for  such  sys'tiuns  have 
not  been  ])Ut  into  (»f!*ect  excej)t  in  a  few  instances  l)ecaus<»  tlu^y  reouin^ 
an  initial  capital  outlay  for  compactor  trucks  and  installation  of  bulk 
contain<K-s  at  Close  intervals  throujrhout  th(»  an»a.  Financin<;  of  initial 
capital  costs  for  this  ty|)(»  of  servic(»  by  (^vistinJ^  credit  institutions  is 
not  jr(MU»ndly  availal)l(»  and  local  <;overnm(Mits  arv  nductant  to  us(» 
th(»ir  l)ondin<x  authority  for  new  services  of  (his  typ(».  As  a  result,  many 
j'ural  an»as  will  continue  to  have  jrrossly  ina<h»qmit(»  faciliti(»s  for  the 
lumdlin^^'  of  solid  wasti^s  unless  a  new  source  of  criMlit  cand)(»  found. 

Many  other  desiral)h»  devtdopinents  luive  been  ])revent<Ml  by  a  lack 
of  adequate  funds,  iu  1951  TVA  leased  95  acn»s  of  (}ov<»rnm<Mit  laud 
-•^  on  Cherokee  F^ake  in  easteni  Tenness(»e  to  (rrain<;er  County  for  a  ])ul)- 
lie  r(»cn*ational  detelopm<^nl.  It  is  a  beautiful  si|(»  on  the  lake  that  is 
suitable  for  the  creation  of  a^athin^  beach,  camp  ^^rounds.  baseball 
fields,  and  similar  pul)li(*  recreational  uses,  but  in  20  y(»ai's  th(»  only 
thin<^  th(»  county  has  Ixmmi  able  to  afford  has  been  th<»  installation  of  a 
f(*w  picnic  fac^ilities.  Similarly,  in  1955  we  leasiMl  af)out  100  iicn^s  of 
CJroyermnent  land  on  Xorris  l^ike  to  Caniplx^ll  County,  T(Min., 
w  hicli  is  a  suitable  site  for  th(»  installation  of  day-use  facilities  such  as 
])icnic  tables  and  jjrroup  shelters. 

Y(»t  ther(»  has  Ixmmi  virtually  no  developnuuit  at  all  at  this  l()cnHon. 
In  this  instance,  the  lack  of  funds  for  the  nndntenance  of  such  fkciliti(»s 
is  as  inu(^h  of  a  deterrent  to  the  county  as  is  the  ciipitid  outlay  that 
would  involved.  TIk^  provision  of  tlu^se  recreation  facilities,  Mr. 
Chairman,  is  one  of  the  ann>niti(*s  which  add  to  the  pleasures  of  rural 
lif(»  and  makes  industry  there  competitive  with  industry  in  the  larpjer 
ar(»as. 

I  know  of  one  snuill  c(unmunity  with  which  TVA  has  been  workine: 
to  d(»V(dop  ])lans  for  a  sewage  tnsitnuMit  facility,  for  which  suf- 
ficient financinir  a])j)ears  (6  be  available  in  the  form  of  *i:rants  and 
loans.  H()W(»ver.  tlie  comnumity  is  hesitant  about  und<Ttakino:  this 
nuich-n(MMhMl  project,  principally  Ix^caUsc  of  the  fe(*ling  that  a  popida- 
tion  of  1,200  may  not  be  able'to  carry  a  (h^bt  of  .some  $370,000.  A  ' 
n(»arl)y  town  has,  in  fact,  defaidt(Ml  on  boiuls  issutnl  for  its  seweratjo 
system. 

Then*  i^.  anotluu-  plnis(»  of  valley  irrowth  that  illustrat(*«  tin*  im- 
j)ortancevt hat  n(»w  sources  of  fuumcinjz  can  play  in  rural  d(»veh)pfnent. 
Phis  is  the  tiu*n  to  spi^cialty  crops.  It  bi^jj^an  about  14  years  a<j()  in  the 
narrow  but  fertile  vall(»vs  of  western  North  Carolimi  when  tin*  State 
a^ricidtural  <*xt(»nsion  service,  in  cooperation  with  TVA.  I)e<j:an  (*n- 
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couraj^inji  tnoujituin  fiini'icrs  to  i!u'n»uM»  their  iiicoines  by  ^^rowitifj: 
vuu»-rii)etje(l  (oinutoes.  Fnnu  2  ucits  (liis  sjx'ciiilty  crop  luis  oximiidod 
(()  1,400  lU'n^s,  iiiul  (Ins  (»xj)(Titnen(  luis  now  hooii  cxtondod  (o  (lio 
growing  of  st  niwhcrrics,  riisplxM-rics,  l)lM(d)(M*rips.  and  V\*(Mi  Cliristniiis 
trees  and  oriniincrihd  shnd)s.  Similarly,  on  San(t  Mountain  in  nortlicrn 
Alabama.  TV  A  Inis  worked  with  the  Alal)anni  Extension  S(M"viee  in 
eneonnitcinji:  the  production  of  speeiuUy  crops  sneli  as  piniento  pep- 
pers, bell  peppers,  and  potatoes. 

The  niONt  serious  pronleni  eneonnter(»(l  in  both  North  Carolii^i  and 
Ahibatna  has  b(»en  (inaneinji  at  the  point  wliieh  \\(»  call  the  first  buyer. 
Farmers  imfy  be  ready  to  ^row  spe<'ia[ty  ci'ops  and  the  sup(»rinarkets ' 
may  be  reacly  to  retail  thetn,  but  there  is  a  point  in  IxMween  where 
sonu^one  sotne  business,  ('oopei*ati\ c,  oi*  other  institution  nuist  buy 
from  (lie  farmer,  clean  or  jinide  or  other\\i^e  process  and  packa<j:e  tlu* 
crop,  and  jjet  it  on  its  way  to  the  con^uttier.  Where  ni^ny  ^mall  pro- 
ducei^s  are  involved,  e^tablisheil  institutions  ap|)ear  reluctant  to  enter 
tlie  ciniin  of  commerce  as  the  first  buyer.  While  western  North  Caro- 
lina has  surmounted  this  difliculty  in  the  case  of  t()imitO(»s,  we  feel  that 
(h(»  hh'k  of  a  stable  marketinti:  orjianization  is  iidiibitjnt]:  farmer 
aec.eptance  oJ  th(»  other  sp(»cialty  crops'l^  mentioned,  in  both  Nbi'th 
Carolkui  and  Alabama.  New  money  sources  foi*  Vfir^t  buyers'*  nujst  be 
found  if  these  proj^rams  are  to  succeed. 

This  same  fimincin<j:  ^ap  Inis  been  experienc(Ml  in  the  nnu'ket inji  of 
livestock.  For  (*xample.  sales  of  feeder  piirs  in  noi'tii  Alabama  have 
increased  100  fold  in  the  last  10  years  from  1 ,")()()  pijjs  in  19()1  to 
112.000  in  19()!)  and  an  estimated' 1  nO. 000  in  l<)70.  The  142,000  pij^s* 
were  marketed  for  almost  $2.2  million,  largely  for  fe(»diw<i:  out  else^ 
wh(*re.  If  theyliad  been  fed  out  and  slaujihtd'ed  and  prwessed  in  th(». 
valley,  their  carcass  value  would  ha\(»  been  over  $S  lu^tlion.  But  this 
operation,  which  would  have  ci*(»ated  \2S  n(»w  full-tmie  empjoyiruMit 
positions,  would  ha\\e  n^quired  a  $2  million  iiucstmlent  in  new  faci- 
lities. We  estimate  thtit,  in  northern  Alabama  alone.  t\e  expansion  of 
all  farm-depeiident  businesses  to  (heir  full  j)otentfal  wouW-rp(pnre  ne>v 
investment  capital  atnountin*]:  to  over  $500  million  and  would  add 
36,000  jobs  to  the  area  economy. 

In  coiuMusion,  tlu^  overall  purpose  of  legislative  proposals  to  j)ro\'id(* 
tools  for  raisint;  the  (pudity  of  life  in  r»>i*al  areas  and  (omnnmities  is 
one  to  w  hich  TVA  has  been  comtiutted  since  its  inception.  The' basic 
need  for  addit  ionai* source  of  fiinmcinsi:  and  credit  for  rural  dcA^elopment 
seems  appat^ent.  W(^  favor  provisions  re<piirin<j:  that  any  approved 
project  be  consi<;tent  with  the  development-  plans  of  multicounty 
aii:(»ncies.  Sju'h  provisiofis  are  W(»ll  supported  bv  l^'VA's  experience  in 
soiiK*  15  or  10  tiibutary  an^a  d(»velopm(Mit  projects,  which  could  not 
have  su<*c(»e(led  without  tlH»  cooperation  of  regional  planninji  aii:cnci(\s 
atid  the  local  support  and  enthusiasin  t hey  (^njicnder. 

Mr.  Chairuian,  that  complet(^s  my  prepar(*d  statemetit.  W^*  will  be 
glad  to  answer  any  (questions  \ou  have. 

Semi  tor  Allen.  Thank  you  f  Mr.  Wa<rn(*r.  W(*  ('(ftrtaiidy  appreciate 
your  appearance  and  that  of  your  associates  b(»f(Tri'  the  corrwnittee, 
and  jrivitip:  us  (lie  benefit  of  your  view  s  and  the  benefit  of  yoUr  experi- 
eiwe  with  TVA. 

,We  are  cert aiidy  proud  of  the  Tennesusee  ViKJey  Authority  and  the 
fine  work  and  service  that  it  renders.  The  people  of  our  area  a!\d  th(^ 
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1)e()ple  of  the  entire  Xation  have  always  been  eoiu'erned  with  providing, 
lelping  to  provide  a  better  and  moro  meaningful  life  for  all  of  our 
people.  We  are  proud  of  the  way  in  w  Wivh  TVA  has  earriod  out  this 
coneept. 

Mr.  \V.\(;NEn.  Thank  you,  Senator. 

Senator  Allen.  And  we  are  proud  of  this  eoo])eration  that  you  give 
our  citizens  there,  and  working  with  them  on  the  programs  wliieh  they 
Jiave,  and  that  you  have  occasion  to  si^gest  thk^gs  to  them  that  would 
make  for  a  better  life  for  them. 

xNTow,  TVA  haii  been  eminently  sucu'essful.  And  I  am  wondering  if 
one  of  the  reasons  for  that  has  not  been  the  decentralized  control, 
where  you  have  minded  rour  affairs  from  the  whole  region.  Is  that  part 
of  the  concept  of  TVA?* 

Mr.  Wagner.  Yes,  it  is,  Mr.  Chairman.  And  we  feel  that  has  been 
very  important  in  our  operations,  that  we  are  able  to  operate  with 
our  management  and  our  personuel  in  the  region  for  which  we  have 
responsibilit}',  so  that  we  are  able  to  see  and  become  acquainted  with 
the  problems  and  the  opportunities  that  are  there  at  firsthand,  to  w^ork 
inthnately  with  the  people  of  the  region,  to  help  them  to  realize  their 
ambitions,  and  to  provide  a  fegional  planning  function  which  sees  that 
isolated  areas  don't  move  in  conflicting  directions.  The  development 
which  I  liavc  described  of  industries  in  the  smaller  towns  and  in  the 
niral  an^as  did. not  happen  just  by  accident.  It  was  recognized  by  the 
TVA  aitd  by  community  leaders  in  the  early  days  of  our  work  there 
that  the  necessary  changes  in  agriculture,  necessary  to  conserve  the 
soil,  would  release  a  great  number  of  ])eople  from  the  farm  labor  force. 
And  if  we  vyere  not  to  just  add  those  to  the  stream  already  moving  to 
the^great  cities,  we.  would  have  to  find  employment  for  them  in  rural 
areas.  And  so  we  and  citizen  groups  working  together  all  through  the 
Tennessee  Valley  sat  down  to  analyze  the  resources  that  we  had  to 
work  with  to  determine  what  kind  of  industries  couhl  succeed  on  the 
-resource  base,  and  that  could  be  in  harmony  with  the  environmental 
and  ecological  aspects  of  the  region,  that  could  in  short  succeed  there 
bett^^r  than  anywTiere  else. 

The  clu^mber  of  commerce  and  industrial  development  groups,  local 
groups  all  through  the  Valley,  worked  diligerUly  to  ])ersua(le  manage- 
ments of  industries  of  that  kirul  that  it  is  a  good  place  for  them  to 
locate.  And  as  tjie  first  indiistries  began  to  move  in,  they  found  that 
these  rural  lo(*ations  and  small  town  locations  were  ideal  from  their 
standpoint,  ideal  from  the  standpoint  of  employees,  and  that  the 
labor  force  available  in  the  Tennessee  Valley  was, an  excellent  labor 
force.  The  word  sj)read  to  other  indiistries  and  this  is  the  reason  that 
we  can  say  now  that  the  Tennessee  Valley  from  the  standpoint  of  the 
nercentage  of  labor  force  in  manufacturing  in  more  industrial  than  the 
Station  as  a  whole.  Yert  in  the  recent  past,  80  percent  of  this  new 
industry  has^one  into  the  smaller  towTis  and  the  rural  areas. 

Senator  Allen.  Don't  you  find  that  mostjDf  the  small  towTis  not 
only  want  but  badly  need  a  sound  industry  to  ('ome  into  its  area? 

Mr.  Wagner.  Yes,  sir;  we  surely  do.  One  of  the  things  that  we 
find  in  talking  with  educators  in  the  area,  high  sc^hool  principals  and 
members  of  (ounty  and  city  school  boards,  is  their  concern  that  so 
many  of  the  gra<luates  from  their  schools  in  past  years,  in  seeking 
employment  that  was  available  them,  had  to  leave  the  area.  As  I  say, 
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we  think  (hat  tide  has  about  been  stemmed  now.  The  region  is  pro- 
viditig  about  as  many  jobs  ks  it  is  |)rovi(ling  workers.  There  is  of 
eourse  some  flow  back  and  forth.  But  tt  is  important,  we  think,  that  a 
t>'oungster  should  have  a  variety  of  ehoiees  available  to  him  as  to  where 
he  wants  to  work  and  what  he  wants  to  do.  And  we  think  we  are 
providing  that  now. 

Senator  Ar.LKN.  Mayor  Allen  te.stified  former  Mayor  Allen  of 
Atlanta  -that  in  recent  years  they  have  had  a  tremendous  influx 
into  Atlanta  of  unem|)toyables  from  the  rural  areas.  But  1  called  to 
his  attention,  and  he  conceded  that  it  was  correct,  that  he  was  not 
only  getting  a  lot  of  unem|)lovables,  but  he  was  getting  young  peoi)le 
with  skills  and  talents  and  al)ilities  that  are  leaving  the  rural  areas. 
And  it 4s  sapping  the  strength  of  the  rural  areas.  1  suggested  that  there 
is  as  mucli  of  that  migration,  if  not  a  whole  lot  more,  than  there  is  of 
the  uneniployables^that  go  into  the  big  cit3\  Would  you  feel  that  that 
is  correct':^  "^k: 


Mr.  W.\oNER.  Yes,  ^ir.  AT¥*fcsn)es  of  people  are  leaving  or  have  been 
leaving,  (lenerally  those  who  get  some  education  and  have  an  am- 
bition to  get  ahead  look  for  job  opportunities,  and  if  they  don't  find 
them  in  tlie  area,  they  are  the  ones  who  move  out.  Iti  the  ])ast  these 
job  opportunities  have  too  often  been  in  the  great  metropolitan 
centers.  Thii>  is  the  tide  that  we  liope  we  are  stemming.  And  that  is 
the  reason  that  we  are  here,  beouise  we  feel  that  one  means  by  which 
it  (*an  be  further  stenune  1,  not  only  in  our  area  but  in  the  rest  of  the 
Unitt^'i  Slates,  is  to  provide  additional  sotirces  of  credit  for  the  kinds 
of  developments  that  not  ordy  }  rovide  job  opjort unities  in  the  rural 
an»as,  but  that  make  living  there  pleasant,  and  provide  them  with 
some  of  the  same  cultural  amenities  that  the  larger  cities  have  had  in 
the  i)ast. 

Senator  Ai.r.KX.  You  maintain  at  TVA,  by  whatever  name  it  is 
(*alled,  an  industrial  development  depart tnent,  do  you  not? 

Mr.  Wagxeu.  Well,  not  i>recisely  that.  We  have  a  regional  .studies 
grouf).  And  Mr.  Foster,  who  is  with  me,  heads  that  [iroup.  Our  wovk 
primarily  is  to  catalog  the  resources  of  the  area,  and  to  uiako  \  is 
information  available  to  local  and  State  groups- who  actmdly  do  liie 
industrial  develo])ment  job.  But  are  concerned  with  the  izrow  t!i  of 
industry  in  the*area. 

Senator  Allfx.  What  do  you  (ind  that  indusU'icv^  looking  for  a 
new  location  are  interested  in,  what  factors? 

Mr.  W.\(JVKH.  IjfM  liie  say  that  -on  e  of  the  veiy  basic  industries, 
the  heavy  industries,  are  interested  in  locations  on  the  waterfront, 
wiiere  they  have  a  water  su|)i)ly,  water  transportation,  rail  transpor- 
tation, highway  transjwrtation,  and  good  building  sites,  level  land  that 
they  can  buihl  on. 

Senator  Alljcn.  Yes;  but  aren't  they  interested  in  em])loyees  at  all? 

Mr.  Wag-VEr.  Yes.  All  types  of  industries  are  interested  in  a  good 
labor  force.  They  are  concerned  that  their  employees  shall  hav^e  good 
living  conditions,  and  that  when  they  come  to  work  in  the  morinng 
they  are  refreshed  and  ready  to  go  to  work.  And  this  is  one  of  the 
features  that  manager  after  manager  has  told  me  in  son>e  of  these 
in<l  us  tries  in  small  towns  that  he  finds  in  his  emf>Joyees.  They  can  get 
to  work  in  the  morning  in  5  or  10  minutes  from  their  homes,  because 
they  don't  have  traffic  congestion.  They  work  in  surroundings  that 
are  pleasant. 
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At  the  (Mul  of  tlu'  (liiy  tlu\v  go  lu)nu\  hiuJ  tluMi*  wives  jxM'liaps  have 
})i('iuc  suppers  |)n'[)jin'(l  jiiul  in  the  hiisket,  luul  the  kids  put  tho  l)ou( 
oi^  tlu'  trailer.  They  take  off  for  oiu'  of  the  hikes,  and  fisli  and  water  ski 
and  pi<'nie,  and  go  l)aek  honu*.  The  next  niorning  they  are  ready  to  go 
again.  This  is  th(^  kind  of  livii^g  (Mu  ironin(»nt  that  rural  areas  enn  ofl'er, 
and  wbieh  we  believe  is  vihd  to  ai^  iluhNtrial  society  s\u'h  iis  we  Inwe 
l)oc()iTie.  Factory  workers  ouglit  not  to  have  to  live  in  smoke  ami 
cong(»stion.  And  the  encouragenuMit  of  inchistrv  in  tlie  sinalh»r  towns 
aiul  the  rural  areas  will  provide*  this  (piahty  living  which  we  believe 
everyone  is  entitled  to. 

ScMuitor  Allen.  A  small  city  or  town  or  a  rurnl  area  wanting  to 
attract  an  industry,  woiddu't  it  he  abohitely  necessary  that  it  have 
an  ade([uate  wat(*r  iukI  s(»w('r  system,  that  it  ha^'e  good  schools,  aiul 
the  j)roper  health  facilities? 

^lr.  Wa(;nek.  ft  is  absolutely  c^MMitial.  And  this  is  one  of  the 
things  that  iiulustries  look  for  first.  It  i^  one  of  t  he  things  t  hat  we  have 
stressed  tlu*  local  conuuunity  must  provide  fir^t-cla^s  facilities.. 
Its  educational  facilities  are  extrenu'ly  im])ortant.  The  oiu'  comj)laint 
that  we  fomul  ii]  the  early  days  was  that  industries  woidd  say,  well, 
your  hihor  is  extremely  interested  and  very  caj)al)le,  but  tluw  are  not 
trained.  So  \\(»  have  ^\()l•ked  witli  educational  systems  in  the  area,  and 
we  try  tos(»ethat  they  get  together  with  the  industries  that  are  coming 
in,  so  that  t  Ik*  kind  {)f  t  raininiz;  t  hat  is  needed  is  provided  in  t+rt'  schools, 
either  in  the  high  schools  or  thr  xocational  schools,  or  in  the  colleg<'s' 
and  universities.  This  is  a  \(M*v,  vciy  important  factor. 

Senator  Allkn.  This  bank  legislation,  the  bank  provided  by  this 
bill,  <'ould  it  take  over  in  the  held  that  you  discussed,  that  of  the  first 
buyer  frotn  the  farmer,  the  nuildlennni  between  the  farmer  and  the 
retailer  in  the  processing  field,  and  the  getting  of  the  |)roduce  ready  for 
nuu'ket  ;  would  t  hat  be  such  a  field  as  w  ould  be  coN'ered  by  t  he  facilit  ies 
of  this  baiik? 

Mr.  \Va(;\eu.  Mr.  Chairman,  \  read  the  bill,  and  it  is  extrenuOy 
complex.  Ami  I  have  nu)re  or  less  confined  \\\\  testimony  to  the  n<MMi 
for  Hnancing  in  the  an^i.  1  l)eli(*ve  \()U  people  who  are  responsil)le  for 
tin*  legislative  process  can  develo])  the  correct  nu'chanics. 

Senator  Allen,  f  f  ( he  bill  could  fill  that  need,  it  would  be  perfornung 
a  good  service,  would  it  not?' 

Mr.  Wa(;np:h,  ^'cs,  sir.  Tlnu'c  is  w  need  for  financial  resources  a \'a li- 
able to  the  kind  of  first  buyer  I  disc;issed.  I ^eiiislalion  to-fill  that  kind  of 
a  iummI  is  imj)ortanl,  w»e  l)elie\-e,  to  the  furt luu*  irrow  t h  of  industries  in 
rural  areas,  and  to  t  he  ecom)mic  irruw  t  h  of  the  count  ry. 

S(»nator  Allen.  In  your  workiui;  with  tlu*  simdl  conimunit ies,  the 
^mall  towns,  and  the  larger  town>,  for  that  nnitler,  is  there  a  need  \\\ 
^ifliosp  areas  for  ('ommunity  facilities  ami  s/M*\ices  that   those  coni- 
in unities  are  uiuible  to  meet  beciUisc  of  lack  of  ci'edit  ?  ^ 

Mr.  Wa(;nek.  Yes,  sii*;  tluM*e  surely  is.  '['Iu\\  stretch  themselves  to^ 
the  limit.  One  of  tlu*  f  mctions  that  wo  have  pei'fornu'd  in  the  TVA  is 
to  hel j)  t  hem  find  all  of  t  he  sources  of  credit  that  are  a  vaila l)le  to  them  , 
but  even  so,  I  hey  very  often  still  fall  short.  And  wo  are  j)ersuaded  tliat 
the  availal)ility  of  additional  f  inds  foi'  |)ro\i(ling  conununity  services, 
conuuunity  facilities,  t'he  sorts  of  tluMirs  t!iat  industry-  look  for  -♦his 
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Senator  AiL*iN.  So  that  exixtitit^  source,  of  crctlit,  as  ^^ood  a  job 
as  tliey  are  doiuii:  aTul  coiiwncntl  tluMU  for  tlu'  jol)  tlial  tliey 
lUT  (loinj?    it  still  (l()('s  not  fill  the  l)ill,  atul  yon  lind  that  is  tnu»  out 

ill  tho  field?  .    ,  , 

Mr.  Wa(.m.u.  Yes,  that  i>  true.  An  1  it  i>  true  i)art icnlarly  \\hen 
yon  talk  ahont  (l('V(4o|)nH'nt>  in  M)in(»  of  the  sinallei'  coinninnities, 
Where  the  Mze  investment  that  is  needed  to  i)ro\i(ie  ^onie  of  these 
eonJUMinitv  fa^'ilities  is  ju>t  heyond  the;  seo])e  of  anything  they  have 
alteujpted*  to  iinanee  Kefore.  And.^o  thoy  are  jnst  reluetaTit  to  try  it 
and  iisnallv  the  {inanein^i  is  not  availahle  to  them. 

Senator  ALLKN.  \  was  interested  iuz-^your  eomment^  and  I  have 
alwavs  feh  and  knew  ahout  your  eoncom  for  the  ensironment  in  the 
o|)eration  of  TVA  tha^  is  one  of  y^)nr  real  interests,  i>  it  not,  the 
work  of  TVA,  that  not  only  would  y()ii  not  dama<>;e  the  environment, 
h\it  that  vou  would  seek  to  improve  it? 

Mr.  Wa(;nkk.  Yes,  sir,  that  is  one  of  our  concerns.  AN  e  helieve 
that  the  ([Uestion  of  eeonomie  opowth  an.l  ([Uality  living:  and  a  suitable 
enviroiuneiit  are  all  one  and  tin*  sanu*  thin<i.  And  as  (levelo])ment 
takes  place,  if  \\(*  are  s])eakin<r  ahout  industrial  4eveloi)tuent ,  it  is 
imi)ortant  that  itulustries  must  treat  their  wastes,  if  they  have  them, 
so  that  they  are  not  j)()llutants. 

Senator  Ai,LKX.  And  cities  as  well. 

Mr.  WA(iNKK.  The  cities  as  well.  And  1TA  itself.  And  we  are 
attemjitino;  to  do  that.  There  are  a  ^rrt'iit  many  thin«^^s  that  all  of  us 
need  to  learn  ahout  how  wastes  should  he  treated  and  so  on.  Hut  we 
think  that  these  i)rol)lems  can  he  solved,  and  that  they  njust  he  solved. 

Senator  Ai  lkn.  Since  TVA  came  into  the  valley  in  \%V^,  l)as  th(M-<' 
been  a  slowdown,  if  not  in  fact  a  rev^ersal,  of  the  out mt<i:rat ion  from 
that  area? 

Mr.  \Va(J\Kk.  It  certaitdy  has  heen  hrou<;:ht  to  a  halt.  If  you  look 
at  the  (pu'stion  of  total  jiopuhit ion,  it  has  ahnost  heen  sto])ped, 
although  there  may  in  the  hist  decade  have  stid  heen  a  small  out- 
mii^ration.  But  if  vou  look  at  workers  instead  of  total  ])oi)ulation, 
there  has  heeti  a  small  inmi<i:ratlon.  So  ]  think  we  can  say  o(»uerally 
that  this  stream  of  i)opulati()n  which  has  flowed  in  the  valley 
an)ountin<;  to     Dr.  Foster,  lo  you  know  how  unmy?  . 

STATEMENT  OF  MINARD  I.  FOSTER,  DIRECTOR,  NAVIGATION 
DEVELOPMENT  AND  REGIONAL  STUDIES,  TENNESSEE  VALLEY 
AUTHORITY,  MUSCLE  SHOALS,  TENN. 

Dr.  FostEK.  Here  are  the  [)()pulation  fip:ures. 

Mr.  AVa(;nku.  From  1940  to  1959,  <)2r),0()()  ])eopl(*  moved  (Hit  of 
the  valley  rejiion.  From  HloO  to  i^OtU),  it  was  701,000  ])eople.  From 
nmo  to  1970,  thai  dropped  down  to  only  120, ()()()  ])eoi)le.  But  ni  the 
hitter  j)art  of  that  decade,  w c  think  that  the  outmi<rration  just  ahout 
stopped,  and  the  outmigration  of  workers  was  reversed. 

Dr.  Fos'iKU.  The  immigration  of  workers  was  ahout  a  thousand  a 
vear  in  the  late  l9t)0's. 

Semitor  ALt.Kx.  That  is  mighty  fine  and  very  mterestmg. 

I  saw  an  interesting  tahle  in  this  wc'ck's  U.S.  News  it  World 
Report,  showiTlg^  amona  other  thinyrs,  the  sahiry  or  wages  paid  to 
factory  workers  in  about  25  or  30  towns  and  t'ities  throughout  the 
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country.  Ami  to  4117  ])lea8ant  surprise,  I  noted  that  Birmingham's 
average  annual  wa^e.  per  worker  in  industry  was  well  above  the 
naliopal  average.  Do  you,  know  or  would  you  feel  that  tlie  sam^dg 
trup  in  the  area  8er\ed  by  TVA?' 

Mr.  Wagner.  Ow  problem,  of  a  newly  imiustriali/.ing  area  is  that  , 
the  first  industries  which  you 'get  are  generallv  low-wage  industries. 
And  so  you  buihf  your  per  ('aj)ita  income  from  manufacturing,  slowlr. 
Dr.  Foster  nuiy  know  \vhere  we  stand  now  with  relation  the  the  rest 
of  the  Nation. 

Do  you  have  that? 

Dr.  Foster.  Fof  the  whole  area,  our  average  manufacturing  pav  is 
between  75  and  85  pendent  of  the  national  average.  Of  coui-se,  this 
average  includes  rural  industry  if  you  take  the  southern  metropolitan 
areas  m  the  valley!  The  same  think  vou  saw  in  Birmingham  is  ap- 
f)roximately  true,  maybe  not  (piite  as  high  becatise  of  the  high-capital 
orientation  of  the  steel  industrv.  - 

Mr.  Waoxeu.  I  think  this  is  one  of  the  problems  in  industrializing  * 
an  area,  Senator.  It  takes  time  to  develop  the  hiph-skill  indiwtries 
which  are  in  turn  the  high-income,  the  high-wage,  industries.  The  trend 
is  moving  in  that  direction  in  the  Tennessee, Vallev.  But  as  I  say,, the 
first  industries  that  came  had  to  use  unskilled  labor,  because  that  is 
,'what-was.  tUere,,a'Hd  so  we  are  still  in  the  building  process  in  the  urea. 

Se^nator  Allen.  Are  not  the  skills  of  the  people  of  the  Tennessee 
Valley  an^a  increasing  to  a  higher  degnn*  of  proficiency? 

Mr.  WagnEk.  Yes,  sir;  they  are,  certainly.  The  educational  train-ft. 
ing  is  better,  from  elementary  schools  to  the  graduate  level  in  the^ 
universities.  The  training  ni  vocational  schools  is  better.  The  new 
industries  that  are  coming  now,  generally  are  those  which  recpiire 
liigher  skills  and  which  pa^^  higher  wages. 

Senator  At.LEN'.  What  about  the  trade  i^c^ool  progmm  there,  has 
that  been  beneficial  throughout  tlie  area? 

-Mr.  Wag>*ek.  Yes,  it  has.  And'  this  is  a  matter  on  which  we  have 
worked  with  local  groups  in  this  tributary  area  development  program 
of  ours  that  you  may  be  familiar  with.  WeMiave  helped  them  to  es-^ 
tablisli  trade  schools,  and  worked  with  the  educational  institutions  in 
the  area.. Sometimes  we  have  helped  them.initiallv,  and  got  them  to- 
gether with  the  industries  they  serve  to  see  that  the  kind  of  training 
that  they  were, giving  was  what  was  needed  in  the  industry.  It  has 
been  very  helpful.  And  I  think  there  have  been  problems  of  financing 
thojje  things  sometimes. 
Is  tlu\t  correct,  Dr.  Fpster? 

Dr.  FosTEK.  iVot  in  Alabama,  but  in  some- of  the  other  places.  The  * 
record^  in  Alabama  is  very  good.  -  ^ 

Senator  Allen.  I  am  glad  to  hear  it. 

You  are  i^^t crested,  you  and  your  associates  and  the  TVA  gc^neridly, 
in  seeing  a  good  balance  between  agriculture  and  industrv'in  the  area? 
Mr.  Wagner.  Yes,  sir,  we  surely  are. 

Senator  Allen.  Andm  order  to  have  such  a  balance,  you  are  going 
to  have  to  attract  still  more  industry,  are  you  not? 

Mr.  Wagner.  We  would  like  to  see  sonie  higher  value  industry.'  And 
induiitry  changes.  There  will  be  imhhI  for  fiironcing  industry  'in  the 
future,  and  there  will  be  needs  b^ause  of  changing  agriculture  in  the 
future.  But  you  say  it  vecj.- w^HTslhat  we  are  intrt-ested  in  a  balance 
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between  tlie  two.  We  believe  tliHt  if  the  re^ioi^i  is  to  reach  its  full 
potential,  every  resouree  that  is  avaihible  iiiust^lM*  ift^ed  m\i\  iniist.be 
developed.  * 

This,  for  instance,  is  why  we  have  eiicouragied  with  the  a^ricullw-re 
e.vtension  services  the  growing  of  specialty  cro])s  which  1  mentioned 
in  my  statement.  This  is  an  opportunity  where  there  are  small  acre- 
ages and  plenty  of  labor  available  to  use  intensive  agriculture  and 
produce  very  substantial  income  increa.scs.  1  think  it  is  interesting 
that  although  the  percentage  of  the  work  force  now  engaged  in  agri- 
culture is  only  a  small  fraction^  perhaps  not  nmch  over  10  percent  of 
what  it  was  in  1933,  the  agricultural  production,  either  in  dollars  or 
in  goods  itself,  is  much  greater  than  it  wa^s.  So  many  fewer  peo])Je 
are  producing  much  more  on  the  farm.  And  this  we  think  is  an  im])or- 
tant  part  of  the  balanced  picture  that  you  referred  to. 

Senator  Allen.  What  about  j)ower  consumption  there  in  the  TVA 
area?  What  is  your  projection  over  the' next  10  years? 

Mr.  Wagner.  Well,  the  power  consumption  in  the  area  has  just 
about  doubJed  every  10  years  ui  recent  decades.  And  we  don't  see 
any  slowdown  in  the  demand  for  it. 

Senator  Allen.  Do  you  plan  on  meeting  that  demand? 

Mr.  Wagnkh.  Yes,  sir,  we  plan  on  nun^ting  that  <lemand.  We  have 
nearly  20  million  Iwlowtitts  of.geiieratuig  capacity  now  in  service,  and 
about  anothtT  16  million  kilowatts  under  construction  or  on  order.  It 
is  a  very,  very  heavy  program.  And  it,  of  course,  is  geared  to  the 
need  of  the. area  for  industry,  the  need  of  peonle  in  their  homes  for 
quality  living  there, -and  the  needs  of  farm  people  for  electricity  in  the 
farming  operation. 

Senator  All^n.  What  ab#ut  a  grid  system  for  the  country  or  for 
sections  of  tlie  country? 

Mr.  Wagnek.  We  have  very  strong  interties  with  all  of  the  neigh- 
boring; utilities  wliich  surround  us.  And  on  occa.sions  of  emergency  or 
power  shortages,  we  can  supply  them  or  they  can  su])])ly  us.  We  do 
that  regularly. 

We  alsb  have  sonic  arrangements  -for  example,  to  the  southwest 
of  uft,'  the'jitilities  tliere  have  a  very  lieavy  summer  peak  from  air- 
(Oliditioning.  In  our  area  our  peak'load  comes  hi  the  wintertime  from 
electric  heat.  So  in  tlie  summertime  we  send  a  large  amount  of  power 
to  them,  arttl  in  the  wintertime  they  send  it  back  to  us.  Interties  of 
'this  kind  are  very  useful,  and  really  essential  to  the  continuity  of 


Senator  Allen.  Ca.n  olectricity  be  carried  longer  distances  now  than 
it  formerly  could? 

Mr.  Wagner.  Yes,  it  can,  by  using  higher  voltages.  Our  top  trans- 
mission voltage  for  many  years  was  161,000  volts,  and  now  it  is  500,000 
voft«.  Even  higher  voltages  are  used  in -some  places.  Some  work  is 
being  (lojie  on  direct  curreirt  tran.smission  which  furt)ier  reduces  the 
loss.  The  |)roblem  of  long-distance  transmission  is  transmission  line 
losses,  electrical  losses  from  moving  the  electricity  over  the  wires. 
Higher  .voltages  rpdyce  those  losses.  There  still,  of  course,  is  a  limit 
^lo  how  far  you  can  economically  transmit  it.  It  is  a  ([uestion  of  whether 
it  is  cheaper  to  generate  it  where  it  is  needed  or  transmit  it  frotn  some 
other  source. 

Senator  Allen.  fi>cnator  Dole^^e  are  delighted  to  have  you  meet 
with  us.      \     '  ^ 
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Senator  Thiwik  yoii.  I  am  a  little  late,  but  I  had  to  ^'o  to 

allot luM-  rnot'tiiit^. 

Sonator  Allkv.  Mr.  Wa;rnor.  a|)|)aiTutly  wo  hare  all  of  the  factors 
that  aro  nccos.sary  for  the  (l<'\w»lo|uu(\iit  of  otir  area  tlicro.  And  1  am 
sure  ihc  same-  siiuatiou  would  ai)|)ly  t hrouj^hout  all  rural  America. 
We  have  the  factors  necessary  for  p'owth  aiul  for  develoj)ment  of 
the juntl  economy;.e\cei)t  the  availahility  of  credit  and  the  thinj,^  that 
the  usT'-of  cretlit  Av'ould  iwnko  possible*;  is  that  correct? 

Mr.  \VA(i\Kii.  Certainlv ,  thai  is  mii  iuiportant  missing  factor,  tfiat 
snrely  is  corr'ect . 

Senator  Am.kx.  We  ha\e  <rot  the  people,  we  have^ot  the  resotu'ces, 
the  |H)\ver,  the  \\at»M-. 

Mr.  W\(jNKU.  That  is  correct.  It  is  (he  missin^^  factor  in  mauv 
instances. 

Senator  Allkn.  And  if  we  could  provide  a  credit  system  that  would 
fill  some  of  (he  ^aps  left  l)y  our  i)rescnt  farm  credit' svsteni,  it  would 
<ro  M  lonir  uj^ys  towanl  solvint:  ^ouw  of  the  prol)lems  of  rural  Anu'ric^, 
woidd  it  ru)t? 
"  Mr.  W  u;vKK.  We  !)elie\ c  it  would,  yes,  sir. 

Senator  Am.kn.  ^rhank  \ou  vrvy  nuich. 

Senator  Dole.  Mr.  WairiU'r  of  the  TVA  has  hcen  testif\injr.  Aiul  1 
haVe  l)een  ;iskinj^  some  (juestions.  "  , 

Semitor  Dolk.  I  tJon't  have  any  (juestions.  I  ajn  reafly  nt^t  prepan^d. 

I  max  think  of  some  after  you  have  ^:one  l)ack  to TcMUiessee. 

Senator  Am.kv.  Mr.  Manpiis,  do  you  have  any  information  \  ou 
would  like  to  volunteer? 

.Makc^cms.  I  have  nothin<r  to  add,  sir. 

Senator  Am.i<:\.  Mr.  Foster? 

Dr.  KosrKK.  No  thank  you.  sir. 

S(»mft or  Allkn.  Mr.  Williams? 

.\lr.  Williams.  Xothinir  from  me,  sir. 

Mr,  Wao\i?:h.  I  would  just  like  to  say  \\\  windintj  u|),  .Semffor, 
that  Ave  do  M|)pr('ciate  the  o|)|)()rt unity  for  'r\^\  to  come  and  teslifv 
Ix'fore  .your  committee,  l)ecausc  we  tliink  that  the  Teimessee  \'alleV 
is  an  area  w  lu're  wc  have  w(>rked  ifitensivelv  for  three  ^venerations  - 
^^  nearlx  four  ^venerations,  not  three  treneratlons  ru)w  to  trv  to  solv<<» 
some  of  the  kind  of  prol)lems  tiuit  your  committee  w  rest les  w  ith.  An<l 
wliile  I  would  not  propose  to  say  Ave  liave  ^ot  them  all  solved,  w c 
t liink  w e  have  made  some  |)ro^^*es.s  in  the  directions  that  vou  ^entlem<'n 
have  l)een  pusliintr.  Ami  if  this  e.xjverience  is  useful  to  vou,  we  an* 
<ieli^rhi(»,l.  .         ,         *  ^ 

SemiUn- Allkn.  It  certainly  is  useful.  Vou  have  made  soine  splendid 
suf^gestions.  And  1  am  certaiidv  .interested,  amon^  many  of  the 
tlun^syou  l)rou^lit  out,  particularly  thi:s  first  buyer  concept I  believe 
there  are  some  wonderful  possibilities  thercr  Anil  I  do  believe  that  a 
co-op  could  come  in  and  l)ec()me  first  l)uyer  in  many  instances.  1  feel 
like  this  is  aii  area  w  liere  this  nexy  l)ank  concept  (ould  make  credit 
available  with  verv  tangible  results. 

So  I  upj)reclate  it  very  iuucIl  We  are  always  ^lad  to  have  vou  with 
us.  Your  testimony  wirs  excellent  and  will  l)e*Miost  helpfid  to  the  voiW- 
mittee  iii  devising  a  program  to  rejuvinate  town  ajid  country  America. 

.\Ir.  Waonek.  Thank  you.  ft  is  good  to. see  vou. 

Senator  Allen.  The  coiMmitlec*  will  stand  in  recess  accorditig  to  the 
schedule  until  1:30.  At  thiU  time  if  Mr.  Richard  T.  OTonnell  will  be 
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railed  if  prosiMit,  an<l  \vv  pnxcMMl  with  liw  tcstitnohy.  If  not,  we 
will  0:0  <l<)W!i  the  list  in  the  ordvv  untntMl. 

'  fWhoHMipon,  lit  11:40  11. in.,  the  <M)intnitt(v  was  n^ccsscil  until  l:'M) 
p.m.  of  tlu*  sanu»  <la\ .) 

AFTEUNOON  .sKsSION* 

Senator  Allen*.  Tlio  sulx-otnnuttiM*  will  pl(»iiM'  <*oni('  to  onh'r. 
Mr.  ()'(\)nn(»ll,  you  tna\  |)ro('0(»(l,  ph'aM*. 

STATEMENT  OF  RICHARD  T.  O'CONNELL,  SECRETARY,  NATIONAL 
COUNCIL  OF  FARMER  COOPERATIVES 

Mr.  O'CoN'NELL.  Thank  you,  Mr.  ( 'hairtnnn. 

My  luiiwc  is  Richard  T.  O'Coruu'll.  I'ni  secretary  of  th<;  National 
Council  of  Farni(»r  ( 'ooj)(»rativ(»s.  A  tnon»  (lctail<Ml  (lcs<'ript ion  of  the 
national  <*ouncil  a<'<'on\pani(N  this  statcuKMit . 

Wc  a))pr<M*iat(»  tlu»  opj)ortunity  to  cxpn^^s  our  vi<'ws  on  S.  222:i  an<l 
tlu'  Rural  Coinnuniity  I)<»vch)pnu»nt  Bank  Act.  \ 

On  JuiH*  17»  11)71,  wc  aj)|)(»an»(l  l)(»forc  t his  coniniit tc<'  in  ^^HUM'nl  Vip- 
port  of  rurni  <l<'vclopni(»nt .  in  cross-(»\anunat ion  wc  \:\\vv  early  sup|l)rt 
to  tlu' <stal)lislunent  of  a  rural  <l<'\ <'lopu\cnt  hank.  1 

Wc  view  th(»  (lifrer(Mic<»s  l)etW4»(Mi  S.  2223  an<l  the  Rui'al  (  orntnuulty 
I)<»v(>loptnent  liank  Act  as  more  of  form  than  >ul)stan('(».  'l'hc\^ar<» 
the  sam<'  ol)je<"tiv(\  hut  an*  structured  >onu»what  diffenMit l\^Mj^ fact , 
J)oth  an*  pattenu'd  to  a  (l(»trr(M»  aft(»r  the  hi^ddy  siwccs^ful  I^Trmli  Credit 
S\st(»rn. 

'  We  l)eli<^'(»  th(»  (^stabli^hnuMit  of  a  nu-al  d(»\ (dopnient  finaucin^^  sy>- 
t<»m,  if  properly  administcM-ed,  will  help  hreak  the  c\cle  of  wluit  is 
happ<Mnn|j:  in j-iu-aKAnuM-ica.  T\w  cych*.  as  we  all  know',  i^:  (I)  TIm* 
rurid  res()iirc<»s  are§^t rain(*d  to  e(lucat<*  {\\v  youth  of  rurid  Ani<'ri<'a  who 
])r()tnptly  take  tliicir  tahMits  (»ls(w\  hen*  upon  eomphuion  of  tluur 
<'(lu{'ation.  (2)  the  n»Nultintr  out-mi^n*ation.  particidarly  of  younir 
peoj)l<\  (limiimh(*s  n  soun'c*  of  pot<MUial  IcMidership  and  income  and  f.'i) 
th<»  utu'<M-tainty  and  hiM:h  risk  of  loans  in  nu\n\  rural  an»as  h^ads  rural 
hankers  to  inv(»st  a  si^rnifieaut  j)f>rtiou  of  tlu»ir  loanahh'  funds  in 
frov(M*tmuMit  s(»curities  ainl  much  of  tlu*  nunainih'r  in  >hort-t(»rm  con- 
sumer hMulintr.. 

()n<»  major  som-ce  of  nona^n-icult  und  funds  in  rural  arenas  conu^s  from 
th<»  corn»spond(Mit  hankintr  s\st(»m.  It  is  (»flVcti\(»  to  some  (l(»<rre<'  in 
providin^j:  rural  inves(ni<M\t  futuls.  llow(»ver.  fn)m  a  practi<'al  >land- 
poitit,  the  opportunities  for  ^n-eal(M*  retiu*n  on  capital  are  in  th<»  urhan 
an<l  sul)url)au  an^as.  This  f<^-c<»s  tn<»trop()litau  c()rn»s|)oiid<Mit  hanks  to 
friv<*  a  se<'ondary  priority  to  tlu'  amount  <ff  funds  (lowini;  into  rural 
Ajneri(*a. 

Without  som<'  syst<'m  of  hn^akin^^  the  cyclical  patt<»rns  of  niiirration 
an<l  low  investmei'il  flow,  c()n<liti()ns  in  rural  Am(M;i<'a  Vill  eitlu»r  n*tain 
their  status  ({\\o  or  <h't<M-iorate.  Tlu'n'fon',  we  l)(di<»ve  a  rural  dev(dop- 
ment  bank  system  will  Ix'  <'fF<'ctive  in  inj^'ciin<:  nvw  fun<ls  into  rural 
America. 

There  tnav  be  some  rehu^tancf  to  (>stablishin<r  a  mwv  Federal  a^^en<'y. 
but  we  <lo  not  se(»  any  alt<M-mitive.  The  Farm  CnMlit  Syst<»m  is  ati 
ao:en<*v  into  which  the  rural  (l<»v(»lop!n(»nt  bank  could  he.  structun*d. 
but  we  believe  it  is  unwise  to  mix^  a  Federal  lending  pn)irram  into  an 
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alroadv  oxi.stiii^r  pio^rpam  which,  in  fact,  has  reached  the  goal  of  retire- 
ment of  (lovernment  capital  and  achieved  a  more  independent  status 
^  We  urge  caution  ni  the  utihzation  of  grants  as  part  of  the  collateral 
m  ohtaiinng  loans  from  a  rural  develoi)ment  bank.  Tliis  may  reduce 
the  feelmg  of  responsibility  the  borrower  may  have  if  a  i)ortion  of  the 
borrower's  capital  is  not  involved  in  the  i)roi)osed  collateral. 

V\e  believe  strongly  the  program  must  initially  show  its  management 
eftectiveness.  Otherwise,  the  image  it  projects  nmv  allow  the  opi>oneuts 
of  the  agency  to  have  the  oi)portunitv  to  criticize  the  managefiient  of 
the  agency  and  thus  possibly  reduce  the  effectiveness  of  the  program. 

We  applaud  the  idea  proposed  in  the  measure  which  eliminates  over- 
lap[)ing  of  lending  functions  by  the  proi)ose(l  agency  with  other  existing 
goyernmwital  lendmg  institutions.  We  also  believe  it's  beneficial  that 
private  lending  institutions  will  have  an  op[)ortunity  to  participate  in 
this  program  so  as  to  gam  sui)i)ort  and  ex[)erience  from  the  private 
banking  system.  We  beheve  the  establishment  of  a  rural  development 
bank  will  be  a  step  forward  in  meeting  some  of  the  problems  of  this 
country  and  we  urge  its  adoption  by  the  (-ongress. 

WV  have  a  few  minor  ameiulnumts  which  ue  will  be  pleased  to 
dis<*uss  later  with  the  staff  of  the  conunittee. 

W>  appreciate  the  oi)portunitv  to  ex[)ress  our  views. 

Semitor  Allkv.  Thank  you  very  much,  Mr.  O'Connell.  We  a[)[)re- 
ciate  your  coming  before  the'su})committee  and  giving  us  the  benefit 
of  vour  views. 

Vour  Council  of  Farmer  Cooperatives,  is  the  membership  a  group 
of  c6op(»rativef4?  \  du  don't  have  individiial  members,  do  you? 

Mr. O'CoxNELL.  Our  direct  memberships  are  generally  visiial  co- 
operatives. And  they  have  affiliated  with  the  farmer  cooperatives. 
And  the  farmer,  himself,  belongs  to  the  local. 

Senator  Allkx.  They  are  in  a  ()rivate  .sector? 
.    Mr.  O'Co.wKM,.  Yes.  sir. 

Senator  Ai.LKX.  Do  you  contemplate  "that  any  of  your  cooperatives 
would  be  barred  from  the  bank  by  this  legislation? 

•  Mr  O'CoxxELL.  No.  sir.  We  noted  in  the  bill. that  if  thev  \vere 
e  igilde  to  borrow  from  the  bank  for  cooperatives,  they  wouldnot  be 
eligible  to  borrow  from  this  bank.  And  this  is  the  wj%vW  [vrefer  it. 

Senator  Allex.  In  other  words,  the  institutions  contemplated  bv 
this  legislation- would,  be -designed  tq  take  care  of  the  credit  means 
that  are  not  being  met  through  other  means? 

Mr.  O'CoxxKLL.  Ves.  sir. 

Senator  Allex,  Would  you  approve  that  concept? 

Mr.  ()'(]()Xxell.  ^*es.  sir.  ^ 

Senator  Allex. ";^o,  actually,  there  is  no  eiu'roacfiment  here  on  either 
the  pub  he  sector  or  the  private  sector  in  the  institutions  contemi)lated 
by  thjs  legwlation? 

Mr.  O'CoxxELyjf  Yes,  sir. 

Senator  Allbx.  And  if  the  money  of  the  creditors  is  available  from 
'other  sources,  then  a  borrower  would  not  be  eligible  to  borrow  from 
the  bank? 

Mr.  O'CoxxELL.  Thnt  is  right. 

Semitor  Allex.  What  do  you  think  the  definition  of  the  rural  area 
provided  by  the  bill  of  everything  up  to  35,000  in  population  being 
classified  as  rural?  Do  you  thmk  that  that  would  cover  the  rural  areas 
or.do  you  feel  that  that  figure  should  be  amended?  ' 
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Mr.  O'CoNNELL.  I  believe  that  figure  should  be  amended,  Senator, 
increased  to  50,000  pei-sons.  And  the  reason  I  offor  that  suggestion  is 
that  the  Bureau  of  the  Census,  under  their  regular  reporting,  are 
available  to  set  aside  by  definition  data  on  cities  of  50,000  or  less  which 
are  not  a  ])art  of  the  nietroi)olitan  nrcMi.  And  as  a  nieini)er  of  the  ( Vnsus 
Agriculture  (\)nHnittee,  Advinory  Conunittee.  1  know  how  the  statis- 
ticians would  get  the  empirical  base  set  up.  And  they  like  to  keep  it. 
And  I  can  see  wliy,  when  it  performs  a  very  useful  purpose. 

So  I  would  suggest  that  \ ou  consider  changing  that  to  50,000  because 
then  it  takes  in  a  more  (»asy  defined  area,  and  you  don't  have  to  start 
up  a  new  program  U)  find  the  information  you  need. 

Senator  Allen.  You  \vould  feel  that  everything  up  to  a*  population 
o£  50,000  .should  be  covered  by  the  bill? 

Mr.  O'CoNNELL.  Yes;  1  think  the  jobs,  we  wdl  say,  in  the  city  of 
50,000,  in  the'metropolitan  areas  in  niost  of  the  country  would  largely 
be  due  to  the  agricultural  rural  business. 

I  recall  a  study  even  in  a  much  larger  city,  done  by  the  Kan^^as  City 
Federal  Reserve  Bank,  in  which  in  the  city  of  Kansas  Citv,  almost 
40  percent  of  the  jobs  in  that  city,  with  a  metropolitan  area  of  a  million 
or  more  people,  were  related  to  food  and  agriculture.  And,  of  course,  you 
understand  that  Kansas  City  is  a  verv  apiculturally  oriented  town. 
And  that  mav  not  follow  through  in  all  cities  of  size.  So  I  think  that 
cities  of  50,000  or  less  would  easily  be  defined  in  most  areas  as  being 
rural  or  agri(  ulturallv  oriented. 

Senator  Allen.  Yom  pointed  out  that  the  cooperatives  you  repre- 
sent would  be  able  to  borrow  from  the  Bank  for  Cooperatives. 

Mr.  O'CoNNELL.  Yes,  sir. 

Senator  Allen.  Of  ( ourse,  their  funds  are  limited,  so  any  spillover 
or  overflow  from  the  Bank  for  Cooperatives,  those  applications  would 
be  eligible  under  this  bank?  >  ^ 

Mr.  O'CoNNELL.  There  would  be  a  few  cooi)eratives  winch  are  not 
eligible  to  borrow  from  the  Bank  for  Cooperatives,  \\  hich  j)rol)ably 
can  be  considered  to  borrow  from  the  bank.  There  are  some  in  rural 
areas  we  know  of  right  now  that  informed  us  that  they  are  ineligible 
to  borrow  from  the  Bank  for  Cooperatives,  and  have  not  been  able  to 
getjunds. 

vSenator  Allen.  p]ven  those  that  are  eligible,  there  is  not  enough 
nionev,  available. 

Mr.  O'CoNNELL.  That  has  been  a  ])rob]em.  The  money  market  is 
getting  tighter  all  the  time,  and  it  is  harder  to  get  more  money  out 
of  the  urban  money  markets,  particularly  in  Ne\v  York. 

Senator  Allen.  Do  you  feel  that  there  is  a  need  for  the  bank 
contemplated  bv  this  legislation;  do  you  feel  that  it  fills  the  definite 
need,  and  that  it  is  sound? 

Mr.  0'( -onnell.  Oh,  yes;  I  do.  I  think  it  fills  a  void.  As  I  remember 
mv  answer  on  cross-examination  in  June,  it  fills  a  void  similarly 
between  the  farmers,  the  Farmers  Home  Administration,  and  what 
has  been  set  up  in  the  Farm  Credit  System.  And  I  think  there  is  a 
void  there  in  making  funds  available  to  rural  areas,  that  needs  to  be 
filled.  And  a  concept  that  will  fill  it  will  certainly  score. 

Senator  Allen.  What  areas  would  vou  envision  that  are  not 
covered  by  existing  law  would  be  opened  up  by  this  legislation? 
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Mr.  O'CowKM.  Oh,  I  think  (h(Mv  will  Uv  MuaHrr  rural  l)u>in(»NS 
that  will  1)0  ('li<:il)l('  for  loajis  imdor  (his,  which  will  not  he  able  to  <rct 
It  froin  ()th(M-  sources;  I  (hiuk  part  of  it  will  Uo  orientation  to  hMidinjr 
funds  in  th(»  rural  an^is  to  this  t^  |)(»  of  husinoss.  J  think  ihorv  will  ho  7i 
few  ('oopcrati\(»s  which  would  he  cli^ihh*.  I  think  there  wo\dd  he  sonu*- 
rural  nonfarni  eoo()erali\ (»s  w  ho  niij^ht  he  eli«;il)le  for  it.  I  think 'there 
are  several  ^M'oups  within  this  area  which  could  l)e  si(ri,ifi,.jint  i)orrower>* 
this  t.\pe  of  hank  w  lu're  tlu»\  cannot  <iet  funds  now. 

Senator  Ali.kn.  I)o  you  (Mivision  that  this  could  i)e  used  as  a 
vehiel(»  for  the  en  i'!()n  of  joh  opj)orlunities  in  rural  area>? 

Mr.  ()'(  \>\\KLL,  Ves.  I  think  Mn\  time  \  ()U  create  invest nient  in.  a 
^nyen  ureji,  that  er(»at(»s  i)Usiness 'u*  hieli,  in  turn,  creates  joi)s.  So  I 
think  it  would  la*  an  (»fre(ti\e  nwaUs  of  dcNclopintr  jol)>  in  rural 
Arn(»riea. 

S(Miat()r  Allkn.  What  ahout  niiikin«i  available  nu)re  and  better 
eonununit  \  s(M'\  ic(»s? 

Mr,  ()'( *()\\KLL,  V{»s.  I  think  in  the  areas  w  here  these  needs  are  not 
beinir  met.  say,  h\  the  Farmers  Home  Adnunistrat Ion,  I  think  we 
eoidd  ino\'(»  into  that  area,  too.  conununit\  needs.  1  am  thinkin*; 
^  >l)eeifieall\  of  s.»\\'ai:(».  water,  and  so  forth. 

Senator  ALr,K\.  I  know  Nour  thouj^ht  that  j;r;ints  slioidd  not  be 
Used  as  collateral  for  lojins.  Xom  ,  that,  do  you  mean  that  an  entit  v 
>l]ould  not  ol)tain  a  tyrant  and  then  proceed'  to  -^et  a  loan;  in  other 
w'onis,  pnrt  of  (h(»  eost  to  be  covered  i>\  a  irraiit  and  the  rest  covered 
by  loan? 

Mr.  <)'(^)\\Kr,L.  I  would  lik(»  to  s(m\  if  they  can  j;et  a  irraul,  sa\, 
from  another  s(>in-c(>  what  wo  don't  want  to's<.e  is  (he  sanu*  entity 
which  is  |(Midin«,r  tluwu  mon(\\ ,  aUo  (rra-ntin<r  tluun  mon(»\.  jt  would  be 
better  to  have  a  loni:(M'  term,  low  (m*  eollat(M'al  loan,  or  even  no-collateral 
Joan,  so  yo\i  put  it  in  (h(>  proper  p(M-sp(»c.(i\'(»  of  r<'paA  nien(.  And  if 
tlie;  iret  a  irraiit,  a  no-strin^s-at taeluMl  j^rant,  from  aiiodier  aj;ene\, 
will  sa\  a_  founda(ion  or  sonu^thinn:,  and  (hen  appl\  that  iis 
eollateraf,  \  (liink  (ha(  would  br»  a  diflen>n{  matter  (ban  tre(tinar  the 
arrant  and  (he  loan  from  tin*  ^anu»  institution. 

Senator  Au,K\.  In  oduM*  w'onU.  you  think  shotdd  either  1m^ 

some  e(juity  in  it  or  a^sistan(u»  froni  a  nonrelated  sourc<'? 
*Mr,  ()'( 'oN'N  KLL.  Y(»^.  ^ir. 

Senator  Allkn,  \ow\  under  t Ik*  pr(>s(MU  svsteni .  doesn't  the  FarnuuN 
Home  Adnunistratinn  mak(»  irrauts  and  loa'us? 
Mr.  <)'<  \  )\ NKr.j..  ^'e<. 

Senator  Allkn.  'I'lu^y  are  coupled  toiretluM'? 

Mr.  ()'(  -ON  NKI.I..  ^'(»s, 

Scriiator  Ar.LKN.  Wh(M'(»  th(>  nnmicipalit y.  sav.  die  sMndl'town.  is 
aj)plyin<r  for  a^(M\(»r  >ysi(^ni.  and  th(>y  ha\'e*no  funds,  does  t|i(»  Farmer^ 
Honu'  Administration  s(\n(»time^  |)rovide  the  i)roceeds  as  ])art  of  tin* 
arrant  and  part  loan?  ' 

Mr.  O'CovNKLL.  Yes.  [  undcM'siand  that. 

Senator  Alf^fn.  Htit  you  \\hA  it  should  l)e  a^art  from  that? 

Mr.  O'C.'ovxKM,.  I  am  thinkim:  more  of  the  business  asp(»ct  of 
de\-elopinir  n  plant  or  a  factory,  or  sonwi^iino:^'lse  in  the  rural  area, 
possibly  the  municipality  mi^rht  take  on  a  (lifienMit  hue.  But  wiien  Ave 
made  our  approach  on  this,  w  were  concerned  that  a  jrrant  Would  be 
received  from  the  sanu'  tyj)e  agency  as  the  loan.  And  if  this  i^  i^ointr  to 
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be  su<'<'<*ssful,  as  I  also  siii<l  in  \\\y  statenioiit»  it  li^js  ^ot  to  ^i^i  off  tte& 
p:roun(l  |)ro])orly  Witli  llu»  proper  [)ubli(ity  aiul  |)ropor  iinnj^c  in  or(#r 
for  it  to  1)0  siir.cossful ;  otli(M-wis(\  if  tlic  C\>n^ro>s  creates  tliii*  aiulTt 
heroines  uiinopular,  tlien  tlu»re  would  be  problems. 

Senator  Allkn.  The  >aiue  thought  was  a(hanee(l.  [  believe,  by 
Mr.  Carpenter  tbis  morning.  He  was  su^j^estinj^  that  Lf  it  really  didn't 
fiiu^l  tb*i>5  properly,  didn't  proinote  it  in  a  dynaniie  way,  that  we  inay 
iiis^s  well  not  liavo  this  li'pslation.  But  you  feel  that  the  lemslalion 
is  Jinnd;  that  with  prop4'r  f\niding:,  proj)er  apuroaeh,^  and  ^)roper 
administration,  that  it  can  be  of  service  to  rural  areas,  that  it  \yili 
ereate  jobs,  that  it  \\ill  b(»lp  to  curb  tlw  massive  outward  migration 
from  tbe  rural  areas?  ^ 

Mr.  O'CoNNELL.  Yes,  sir,  1  think  one  important  point  is  tbat  the 
source  of  the  fuiuls  will  be  th(»  rej^idar  moiu'y  markets.  The  success 
of  the  organization  will  be  larjrely  fjeared  to  the  acceptability  of  the 
ventures  in  the  New  York  nioiu\v  niarket. 

Senator  AMJtiV.  Do  you  think  it  would  be  better  to  have  all  the  rural 
loan  incentive  payments  in  title  I  rather  than  a  se[)arate  aj^ency  under 
title  II?  . 
'    Mr.  O'CoNNEi.L.  I  would  rather  see  everythitif^  under  title  1 1.  That  19 

mv  view. 

^Senator  Ai*lk\.  What  is  your  theory? 

Mr.  O'CoNNKLL.  Af^ain  I  think  from  a  matter  of  coordination  and 
p»ttin^  everythinj;  under  one  head,  just  from  my  experiencc/more  than 
the  facts  I  can  ^ive  you.  the  fewer  n\md)er  of  people  you  can  have 
invoiN*ed  in  a  situation,  the  better  are  your  <'hances  of  ^ettinp:  eomp<'- 
tenl  people.  So  on  that  basts,  1  thitik  we  would  prefer  title  11. 

Senator  Ai.r.KV.  S()m<'^  sufrf?<'st  possibly  that  all  of  the  machinery 
hen*  can  be  drafted  onto  the  present  farm  credit  system.  I  notice 
that  you  <lo  not  think  that  will  be  wise,  because  that  i>  already  [)assed 
into  privat<'  hands,  it  is  borroW<'r  onmumI. 

Mr.  O'CONNELL.  Y(*S. 

Senator  Allen.  And  rather  woid<l  be  a  draftinji  on  of  a  Federal 
ag^Mlcy  to  what  is  in  a  sense  noW,  I  frness,  a  (pm^i-pubPfc  body. 

Mr'O'CoNNEi  L.  Xo;  we  would  not  want  to  see  it  drafted  onto  the 
farm  <Tedit  system  We  think  you  Asould  run  into  a  f-reat  number  of 
])roi)lems  and'  ])()Iieies  in  administration,  and  the  relati(mships  which 
have  been  developed  now  over  30  years  of  the  oi)eration  of  the  farm 
cre<lit  .system. 

.S<»nator  Allev.  By  the  borrowers  ac([uirin^  stock  in  the  bank  in 
the  immner  of  the  present  farm  credit  system,  do  you  feel  that  that 
is  a  sovm<l  approach  to  allow  the  eventual  ownership  to  ])ass  to  the 
borrowers? 

Mr.  0'(V)N\ell.  Yes,  sir.  That  is  representing  an  organization 
M-liich  |)ulled  hard  for  the  Farm  ( Vedit  A(  t  in  lO.Ki,  .so  we  certainly 
score  that  in  the  Rural  Development  Bank. 

Senator  Allen.  Hasn't  the  farm  eredit  system  ])roved  to  be  an 
outstanding  success? 

N.Ir.  OHNjnnell,  Yes,  sit. 

Senator  Allen.  Is  there  any  reason,  then,  in  your  view,  that  if 
this  bank  is  ])roperly  nianap:ed,  proi)erly  supported,  that  it,  too,  can 
be  an  outstanding  success  with  a  minimum  of  eventual  cost  to  the 
Govermnent? 
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'Mr.  O'CoNNt'M,.  Yen,  sir 

Senator  Allen,  is  the  agricultural  economy  of  the  Nation,  seated 
as  It  m  in  our  runil  areas,  in  need  of  additional  credit? 

Mr.  O'CoNNKLL.  The  agricultural  econoinv  is  such  that  it  is  {^oink 
k^n^u*^'  "  ^^'^'»^<''»<l«'^^  amount  of  credit'  in  t(ie  next  10  years  on  this 
bul,  barnn^^  unforeseen  circumstancoH.  So  that  in  itself  is  ^oin^x  to  be 
a  tremendous  draijfl  on  the  farm  credit  system,  of  the  banks  ana 
insurance  companfes  that  normally  loan  in  agricultural  imrsuits. 
And-  the  money  supply  in  the  rural  areas,  as  we  visualize  it,  will 
^ecom(»  tifi:hter  and  tijrhter  in  the  ne.xt  10  years. 

Senator  Allkw  \Voidd  not  tke  farmers  henofit  from  the  nonfarm 
credit  uses  provided  hy  the  act? 

Mr.  OVoNNELL.  Y(»s,  sir.  Prosperity  for  one  is  |)rosp<*rity  for 
another  m  any  part  of  rural  America.  If  the  small  towns  are  doin^ 
poorly.  It  doesn't  help  the  farmer.  And,  conversely,  if  the  farmers 
are  doino  poorly,  it  doesn't  help  the  small  towns  around  them. 

Senator  Altkn.  Mr.  OH'onnell,  if  vou  have  suggestions  that  you 
plan  to  inake  to  the  stalF,  1  mi^ht  say  that  the  autliors  of  the  hill  are 
interested  in  receiving:,  your  suggestions.  Tliev  feel  like  they  can 
proht,  ancl  legislation  can  |)rofit,  l)v  suggestions  from  knowledgeable 
people  and  organizations.  So  we  welcome  your  views,  and  we  welcome 
^all  suggestions  as  to  how  the  legislation  can  be  improved,  and  how  the 
approach  can  be  improved  Uf)on,  and  how  the  legislation  can  be  a 
vehicle  for  promoting;  the  deve'opment  of  our  ruralareas. 

Mr.  O'CoNNELL.  I  will  be  happy  to  cooperate  with  you. 

Senator  ALtKS.  Thank  you.  We  ai)|)reciate  your  help  and  .sugges- 
tions and  j\rour  appearance  before  th(>  committee. 

Mr.  ()'(  ONNKLL.  Thank  y6u  very  much. 

Senator  Allev.  Thank  you,  sir. 

Mr.  Carroll,  will  you  proceed,  f)lease? 

STATEMENT  OF  THOMAS  E.  CARROLL,  ASSISTANT  ADMINISTRATOR, 
ENVIRONMENTAL  PROTECTION  AGENCY 

.N[r.  Carroll.  Afr..  Chairman^  f  have  a  prei)ared  statement,  if  I 
mav  read  it. 

Senator  Allkn.  Yes,. sir.  i 

f^il^^'  V^'i^^^^;  ^  ^^'^^       UhUxv^  Mv.  I^)uis  De(^amp,  of  the 

Otfi<'e  of  V\  ater  Pro[>rams. 

Mr.  Chairman,  it  is  a  pleasure  to  have  this  opportunitv  to  appear 
before  you  to  discuss  certain  aspects  of  S.  2223,  a  bill  which  would 
aniend  the  (  ()n.s()|i(lnte(L/b^irmers  Home  Administration  Act  of  19()1. 

I  he  Administration'^  overall  position  on  this  bill  has  alreatly 
been  the  subject  of  testimony  before  this  subcommittee.  In  hi's 
July  23,  1971,  testimony,  the  Under  Secretary  of  the  Department  of 
Agriculture,  J.  Phil  (^impbell,  supported  the  intent  of  S.  2223  to 
channel  more  funds  to  rural  communities,  biiy  advocated  broader 
pro^'rams  -general  and  sj)ecial  re vc^mie-shfCfniig— which  integrate 
pre.sent  diverse  and  often  divergent  programs  to  accomplish  ""t hat 
intent.  He  referred  to  the  President's  title  9  report  in  support  of  that 
pasition. 

-   In  mv  testimony  today,  I  will  limit  mv  conunents  to  matters  which 
are  specially  the  concern  of  the  Enviroimiental  Protection  Agencv: 
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The  application  of  EPA's  existing;  water  pollution  control 
program  to  rural  areas — its  impact  and  the  assistance  it  provides. 

How  this  program  will  cover  rural  areas  when  expanded  and 
extended  as  provided  in  the  Administration's  proposed  amend- 
ment to  the  Fedefal  Water  Pollutioii  Control  Act.' 

Our  position  on  particular  provisions  of  S.  2223  that  relate  to  water 
pollution  control  and  other  environmentaF  protection  activities. 

First,  how  are  water  quality  standards  set  and  enforced,  particularly 
as  they  apply  to  rural  areas?  Water  qualitv  standards  have  now  been 
established  binder  the  Federal  Water  Pollution  Cont^iud  Act,  as 
amended.  The  States,  thnioij^h  public  hearings,  determined  the  uses 
to  be  made  of  all  in'tersta^,  streains,  numerical  criteria  to  protect 
those  uses,  and  an  implementation  and  enforcement  plan.  These 
items  comj)'rise  the*  water  quality  standards  which,  after  adoption 
through  State  administrative  procesi^^s,  were  submitted  to  the 
Environmental  Protection  Agency  and  its  prectfcessor,  the  Federal 
Wat(H"  Quajity  Administration,  for  review  and  ap|)roval.  Judgments 
as  to  tPfe  acceptability  of  the  numerical  criteria  arc  based  upon 
scientific  and  technical  recommendations  mad^?  by  the  National 
Technical  Advisory  (committee  on  April  1,  19t)S.  Standards  are 
ado[)ted  bv  each.  State  acting  in(li>;iduaUy  l)ut  they  are  reviewed 
for  regiomil  consistency. 

The  enforcement  of  water  (pjalitv  standards  is  governed  by  section 
l()(c)(5)  of  the  Federal  Water  Pollution  Control  Act  which  provides 
that  matter  which  is  discharged  into  water  so  as  to  reduce  the  (i^uality 
of  such  water  below  the  water  (piality  stundanU  may  be  abated  in 
accordance  with  the  pro  visions  of  section  U)(g)  ( I )  or  (2)  of  the  Federal 
act.  Tho.se  sections  in  turn  '  autfionze  the  Administrator  to  request 
the  Attorney  (leneral  to  commence  sliit  Mtgainst  a  polluWM*  if 'the 
discharges  under  (U)nsi(leration  can  be  shown  to  affe(<  health  or 
welfare.  The^povernor's  consent' is  recpiired  where  the  |)olluti()n  effect 
is  intrastate.  iVt  lea^t  ISO  dayjs  befort^*  any  abateinenf  ac^tion  is  initi- 
ate(i  under  s/ibsection  lOfg)  (1)  or  (2),  the  Administrator  is  required 
to  ivotif^v  the  violators  and  other  interested  |)artics  of  the  yiohftion. 

ISJo  di.stinction  is  nnule  between  rural  and  nonrural  areas  in  setting  or 
enforchig  water  (pndity  standards. 

The  impact  of  establishing  water  ([ualitr  stuiulards  for  t^treams  in  • 
rural  areas  ma>*  be  significant' depending  ni)o'n  the  condition  of  the 
water  prior  to  setting  tlie  standards  and  what  (legre(M)1[  water  (|uality 
is  desired  by  tlie  people  in  the  an*a  who  detcrmint^d  tne  iise  to  be  made 
of  the  water,  In  cases  where  relatively  common  waste  treatment 
proce-M*s  need  to  be  upgraded  or  tn^atnient  plants  constructed,  the  - 
jmj)act  may  iH)t  be  great. 

This  picture  may  change  in  areas  where  the  water  pollution  |)r()b- 
lem  i>  caused  by  rimoffs  ti'om  feedlots,  fertilization  practices, -or  other 
agricultural  \vat(»r  uses.  Control  of  pollution  from  such  nonpoint 
sources  is  more  difficult  and,  in  some  instanyes^  not  practicable 
given  existing  technology.  . 

Costs  of  waste-treatment  facilities  fof  rural  c()nmHm]ti(»s  will  vary, 
but  a  o:ood  example  is  provix^led  by  a  common  type  of -water  pollution 
control  facility  constructed  forv communities' with  populations*  near 
5,000,  the^extended  aeration  plant.  An  extended  aeration  plant  for 
a  design  poj,Mdation  of  5,000  is  estinjated  to  entail  costs  approxinnitely 
as  follows;  "  ,  . 


(]')ti>^tnirtioii  of  the  phint  M    $:{Sfi.  (H)() 

('otistrurtion  of  thr  iiit«'r(Tptr)r ''(•\v<T  __  l\H))iH){) 

KjiKiiuM-ririfr  mtvIccs  for  hf)tli  thr  plant  and  ^vwvr   I!^   .      }}h]  000 

Tlu»>o  (»s(iina(('s  rf()  not  include*  in((»rost  and  uniorti/ation  not  a 
rolloclion  sewer  sy>((»ni,  is  inoliorihle  for  KPA  jrpant  assistance. 

Atnuial  operation  nnd  niainhMntnee  e()>t  for  Mieh  a  systcni  would  he 
in  the  rantj:(»  of  $22,()()().  ^  \ 

The  Federal  water  pollution  control  protrrani  has  in  the  ))ast  i)r()- 
vided  suhstantial  as^i^tance  to  sjualler  eotnnuniities.  In  the  past  the 
frreat  majority  of  [)r<)jeets  s)i|)j)()rted*  undet^the  Federal  Water  Pollu- 
tioi^  (\)ntrol  Aet  So  percent  of  the  total  have  heeii  ))laced  in 
coiirtnunities  of  less  than  2r),()()()  jx^rsons,  and  50  percu'ut  in  com- 
nuuiifies  of  less  than  2,500.  As  of  April  'M\  1971,  otit  of  a  total  of 
ll,7t)l  project>,  7,3]s  were  in  cotntnuni^i(s  ^f  unch'r  5,000;  of  thf»se 
5fi'}:^  \\en»  in  cotntnunities  of  2,500  or  less.* 

Major  (liffenMices  het w (»eri >l he  FHA  tyrant  i)r()t>:ratn  and  the  p}PA 
prop:ran»  are  the  lev(»l  of  fnndin^^  and  elijjihleujrant  recijuents.  TKo 
FHA  hasic  ^ri-ant  is  authorized  at  50  percent  wT^ereas  an  EPA  j;rant 
H  limited  to  'M)  p(»rccnt  and  can  p:o  up  to  55  percctit  only  if  the  State 
|)ay^  25  [)erccnt  of  the  cost  of  a  project  arid  certain  water  cpiality 
nMirtinMiMMits  are  met,  i 

FHA  ijrants  may  hc»/nuuh»  to  "associations,  inchtdin}^'orporations 
not  operated  for  profit,  and  puhlic  ami  (juasi-puhlic  ajreiicies"  whereas 
EPA  frrants  ruiiy  he  tntjide  only  t(»  States,  nnmicipnlities,  and  inter- 
state and  intcrmunicipal  ap'Ucies.  To  discourajrc  "shopping"  by 
|)rospeetive  jrrant  ivcipieut^.  FHA  has  itiformally  ajrr^^ed  to  limit  it's 
jrrants  to  \\m  KI\V  rmiximum  and  to  con^der  only  those  appli<'ants 
nnIio  ha\(»  not  hcMMi  nl)l(>  to  ohtain  financing;  through  KPA  due  to  the 
hiek  of  a\ailahl(>  fmuls  to  eo\(»r  such  projects.  However,  tis  I  will 
cmphasi/i»  in  tiron*  (hMail  in  my  statement,  the  fractionali/.tition  that 
would  vi><\\\{  from  increaMUtr  non-KF\V  projrrams  in  this  tiroa  is  un- 
dc^irahle. 

As  1  mn  sJirc  >  i  know,  t  lu*  Administ  nation  has  propt^sed  a  very  sub- 
stantial evpausiun  of  the  -ewa^rc  treatment  [)lant  const  ruction' [)lant 
j)r<>uram  in  S.  lOi;^  follow  injr  a  siirv(»y  of  sef\  ap»  plant  coi^st ruction 
re(piiret!ients  mitionw  ide. 

We  lmv(»  r(Mjuest(»d  siilUcienj  funds.  $(>  l)illion,  to  co\er  tho  Federal 
.shan*  of  all  mimic  ipal  treatmctU  w  ater  |)ollution  ( o'ntrol  needs.  Our  $12 
Uillion  (»stirmit(»  of  total  ne(*(U  was  det(*rmined  from  informatioji  pro- 
vided l)y  the  States,  direct  (onttjct  with  nuijor  cities,  and  our  owti 
studies  and  statistical  amdvM-s.  Our  fNtimates  an*  intetul(Ml  to  meet  all 
cli^ibh*  HMpuwts  for  funds,  rcjrardlcs^  of  how  small  flu»  cotnmunitv  or 
the  r(MpM»st  i^.. 

'In  ot^ler  that  rural  c(»tnmunities  will  meet  water  cpudity  starulards, 
whi<'h  will  be  enfon^'d  with  as  much  vi^ror  in  rurid  areas  as  elsewhere 
throughout  the  Xnhon,  W(»  ha(c  taken  itito  account  tjieir  pres(»nt 
HnaTicni^  needs  ijt  the  fcdlowiujr  way:  In  I)e(emb(*r  1970.  K1*A  esti- 
jriftt(;(l  that  the  cost  of  constru<-tinjr  sewajre  treatment  facilities  it\ 
nnmieioaliti(»s  t hroutrhout^t he  .Vation  to  m(*et  water  (pudity  standards 
and  enfoHM-ment  re<piiretnen1s,  thnui^rl^  fi^eal  year  1974.  was  ap])r().\i- 
mately  $12  billion,  as  noted  al)ove.  (Jiven  tlukt  the  a[)pr()ximatel y 
9,000  projects  which  (M)mi)ri^o  the  $12  hillion.tu-e  spread  in  communities 
tliroughout  tlie  country  in  ^the  sanu'  ninmu'r  as  ])rojects  previoi*<sly 
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assisted  by  EPA,  it  is  (Ntitnutcd  tliut  17  ixMrciU  of  the  $12  billion  is  for 
('orniniiiutiiN  witli  popvilations  of  5, ()()()  {)r  Ic^n.  Tliorofotv,  approxi- 
mutely  $2  l)illi()ti  of  tlio  coiistniction  n^'odcd  tbroujrii  fiM^id' year  1974 
\V()ul(f  be  in  innnicipalitics  with  popidations  of  5, (MM)  or  loss. 
I  turn  now  to  S,  2223, 

Titlo  1  would  l)r()ad(Mi  tho  ap|>lical)ility  of  th(»  act  by  incriMi^in^;  tlic 
ty[)cs  of  projects  clipl)lc  for  aid  und(M*  it,  includiu;:  i)ollution  control, 
waste  disposal,  and  water  suj)j)ly  projects.  Farin(»rs  Iloiuc  Administra- 
tion j^rant  and  loan  autliority  would  increase  from  $100  to  $300 
million.  Further,  aid  availal)le  under  tlx*  act  woidd  include  l)oth  (lirect 
and  insured  loans  in  addition  to  grants.  TitJt^  I  also  increases  tlie  size  of 
communities  (dipl)le  under  tlie  act,  to  3.'), 000  persons  from  5,500. 

Title  II  creat^s  a  Federal  Rural  Devi^lopment  Credit  System  whicli 
would  nvake  loans  availu()l(»  to  j)ul)lic  und  j)nvate  l)orro\\ers  in  rural 
acoas,  lis  (h'fined  al)ove.  Borrowers  woidd  l)e  eli<:il)le  only  if  they  could 
not  oi)tain.  credit  (dsewhere,  l)Ut  loans  coidd  l)e  ol)tained  for  a  wide 
ran^<'  of  rural  community  (l(»velopment  j)roj(»cts.  The  Credit  System 
is  n\o<l(;le(l  on  and  woidd  not  rej)lace  tlie  existintr  Farm  ( Vedit  System, 
aiul  althou^rb  initially  capitalized  by  the  Federal  (iovernment  at  $2 
l)illion,  it  would  eventually,  un(l(M-  re((uired  loan  terms,  be  l)orrow(»r 
owned. 

Title  II  further  provides  for  technical  assistance  on  elipble  [)rojects, 
which  would  inc^lude  (sec.  710)  "water  and  sew  a<;e  facilities  and  air 
polhition  controls"  as  well  as  ''water,  and  wat(M-  distribution,  and 
s(ylid  \Na.st<*  <lis}>osal."  The  same  se(*tion  contains  authority  for  n^search 
and  information  j^atherint;. 

Our  concern  with  S.  2223  stems  from  the  fidlowinji;  interrelat(»d 
consid<Tations.  Does  the  proj)osed  l(»<;islation  caus(»  duj)licati()n  of 
effort  or  incrcMise  the  number  of  Federal  a<;encies  j)rovidinjj:  a  sp(»cilic 
seryic<»,  or  services?  Would  r(*^ional  planning  and  j)ollution-conti'ol 
!)ro^ranis  Ix*  advers{»ly  affe(^ted  by  the  inti'odiict ton  of  another  j)roject- 
ftiiancinii;  a«;ency?  Arc  Federal  '^)olhition-cont rol  resources  us(»<l 
efficioiitrv  to  achi(»V{^maxiin»im  effect? 

Iti  ovir  view,  inerea.sing  the  typeti  of  projects  elipble  for  <;rant^s  and 
h)ans,  and  the  funds  available  from  FIIA,  woidd  be  undesjrjible.  To  do 
this  would  furtluu-  divide  a  Federal  (lovernment  function  amon<;  its 
at^encies  dcNpite  thv  fact  that  the  admuiistration  has  the  objective  of 
consolidatint;  such  activities,  afid  despite  the  closely  related  j)latininti: 
and  priority  scMtinji:  functions  in  the  Environmental  Protection  Aj^ency. 
\Ve  firndy' believe  that  water  pollution  control  j)r(>«i:rains  should  bo 
concentrat/ed  in  EPA.  Om^  of  the  j)rincipal  nMisons  for  the  creation  of 
EPA  was  to  consolidate  Federal  polhition  control  and  environmental 
protP(^tion  functions  in  a  sinj^le  aj;en(»y.  Only  throti<rh  tit;ht  sinj^le 
aj^encv  (M)ntrol  citn  the  res()ur(^es  devoted  by  the  Federal  (Government 
to  pollution  control  be  used  with  the  greatest  effi<*ieiu'y  and  impact. 

Although  the  aftiount  of  title  1  funds  to  be  channeled  into  waste 
treatment  projects  is  luU  s[)ecified,  there  w otild  *appear  to  be  no  real 
jvistification  for  in(>,rea.sed  funds  for  this  purpo.se, in  view  of  ])ast  and 
proposed  wjiste  treatment  works  j)rograms  in  P]PA  described  al)oy<\ 
Similar  conflicts  mny  exist  between  the  Farmoi-s  Honie  Administration 
programs  and  the  water  and-.sewer  [)r()grams  of  HUD. 

Section  104  of  title  I  provides  that  no  grant  shall  bo  made  if  the 
proje(a  or  (community  (level()[)ment  is  inconsistent  with  any  planned 
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jlcvolopinont  oniciiillv  approvc^d  hy  a  coiimc^out  anlhontv  for  tlie  niva 
111  which  tho  rural  coinmunit  \-  in  locatcnl.  The  Miction  furtlicr  stipuhttcs 
that  IK)  loan  shall  hv  uuuU^  when  {\w  i)r()j(»ct  is  ii)roiisib(('iit  with 
niultijiirisdictioiial  |)lainiiii<r,  and  (l('V(d()j)iiioiit.  dir^tnct  aroawnh' 
phuinin<>:.  ,  » 

This  dctt'i  nunatioii  wUl  af)j)ar(Mi(l\  he  made  when  the  appncation^ 
arc  reviewed  and  (;()!nni('iite(l  on  hy  the  niultijui isdiftional  ucrenr\ , 
orcoiint  x  oi  municipal  ^n)V(.rniu(»nt .*  liavinji:  juriMliclion  ov(m  the  area 
HV^  pn)p()s(Ml  propM-t  is  located.  This  chanj^e  is  dcsirahli'. 

Kl  A  and  HI  I)  |ia\  e  entcied  into  an  afrrecmcnt  stamlardizinji  plannin<r 
requirements  for  <rrant-assist(Ml  piojcct-.  S(^ction  104  can  he  iutei- 
pW'tcd  as  encoura^mcj:  ]<nu\  FliA  KP\  HUD  standards.  Hi)\\e\ei, 
we  would  pHelVi  that  ilic  hdl  stipulnte  ^ucli  slandurdizat ion,  as  well 
as  .stipulate  fedeiall\  rccoirni/cd  multijuiisdictional  planning  aulhoi- 
itie-!.  P'iiudly,  in  line  with  our  piincipal  conccin^,  we  would  pn^Vr  that 
an>  -uch  procrram  Ix  ivcpnied  to  he  ('onsistent  with  KPA  ri\cr  hasin 
w  ater  pollution  control  j)lannint;. 

Similarlv,  where  title  11.  sc<'tion  710,  ])i<)vi(h'^.  foi  t(»chnical  assist- 
ance, we  are  concerne^l  ahoul  division  and  duplication  of  efloit. 
r(M'l)nical  a^sistaiu.'r  perNonn(d  would  co\(m.  anion^  other  tliinjr^. 
oj)eration  ami  adminiNt  ml  ion  of  Federal  arrant  pro^iarns;  admiiiis-' 
tration,  development,  and  opciution  of  comnnmitv  facilities:  and 
technical  data  and  i c(juir(MUe!Us  in  a  numher  of' specified  fndds. 
Amon^  thos(»  listed  sire  wattM*  and  s(»w  afj:c  fncilities  and  aii  i)ollution 
controls;  water,  and  \\at(»r  distrihution,  and  solid  waste  disposal: 
multi[)urpos(»  water  dc\ ciopmcnt ;  and  com])rehensive  aiea  plannintj. 

We  would  point  out  that  nujst  of  these  are  fumjj.nn.s  alreach  |)ru- 
vided  for  hy  the  ( 'ouirre^s  in  tin*  statutory  aut h<Tfiti('s  under  \\hich 
this  Agency  op(»iat(»-,  and  that  the  iwvd  for  anyOu'r  technical  staff  in 
uiiothei  Fc^deial  airenc\*  simply  (h)es  not  (*xist. 

In  summary,  \\c  want  to  (unpliasize  that  we  do  not  o])i)Osc  efforts 
to  channel  to  lural  areas  essential  financial  resources  which  can  he 
a|)[)lied  to  tin*  hett(»rm(»nt  of  those  an^a.s  hy  revitahzing  the  rurtd 
t^conoifty.  For  tln^  n^asoiis  pven,  liowever,  we  feel  that  provisions  of 
the  proposed  l(>gi:^lati(m  aie  undesirahle  in  view  of  EPA's  authorities, 
])lans  for  the  future,  and  the  success  we  helieve  w'e  will  experience  in 
a])plyinj!;  them  to  tin*  needs  of  rural  area^j. 

Thi.s  comdudci?  my  prepared  statement.  1  would  he  pleased  to  answer 
any  (piestioiLs  you  may  have. 

Mr.  Chairman,  if  I  may,  in  addition  to  the  proi)ared  statement,  I 
thou^dit  it  mi^rht  he  of  int(»rest  to  this  committee  that  we  had  a  press 
release  that  came  out  just  this  wc^^k,  in  tin*  area  of  solid  wastes.  My 
testimony  directed  itself  primarily  to  the  arett  of  water  and  rural 
faculities.  This  release  announced  new  EPA  regulations  foi  section 
208  uivler  the  Resource  Recovery  Act  of  1970.  Section  208  is  primaril v 
'  concerried  with  a  systems  approach  to  community  recycling.  One  of 
the  major  provisions  of  these  r-egulations  re(iuires*^ that  30  percent  of 
the  giant  funds  aie  reserved  for  projects  for  rural  ar-ea.s.  An<l  I  just 
Cited  that  to  indicate  to  you  that  no  only  in  water,  hut  also  in  solid 
waste  and  r^esburce  recovery  aretus,  we  aiV  quit(»  concerned  with  th(» 
problems  of  rural  coramunities.     *  ^ 

vSenator  Allex.  Thank  you  very  nnndi,  Mr.  Carroll.  Do  you  want 
to  put  the  release  in  as  [)art  of  your  testimony? 
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Mr.  Cakuoll.  I  bo  happy  to  do  so. 

Senator  Allen.  Whatov(»r  yotir  wish  is.  If  you  would  like  to,  we 
wouhl  be  i^iad  to  iiu'ltulc  it. 
'iThe  pior.s  ridoase  foHow'.s:) 

[r.ii\irtihmrntul  N»*vvs,  KjiViroumcrit  il  I'MJtrrlliiM  Ai{«'>n  >,  m  |.t.  iiilK  i  1h,  I'Cl) 

i'lVX  lhHri-.s*KK(iri>vri(>N>  on  Somi^  Wahti  (iH\Ni>.  Pj(()<.r{\M 

Tin-  KiiN  iroiiiiuMjttil  IV()tc<*t  ion-Aki'ncN  luirf  annouiu'o(i  tln'  aiicmiioiiof  tlu*  tiiial 
rt'tfulatuni-^  for  adinmi^'trrinK  ihr  ^oli(i  wftntc  ^runtN  proKraiu  ii^d<T  Uk- Jl<'>«)irr('v 
H<-c<)\fr\  Act  nf  11)70.  Thi".  Act  hunts  tln-M-  j^raut?^  to  uoiiptnJn  Kri)tij)s  Mich  as 
Statv  uiid  Uh'^I  k<>n  criiMH'Mt>,  inuvrr>iit  ich^arui  research  fouiulatioM^ 

KP.\  A  iiniiiistrator  William  I>,  Riu'k<'l>liaus  said.  "Tlic  new  .rc  Rnlat  ion^  will  >4<'t 
tlu'  j^roiind  nilc--  for  what  hoj>«*full\  will  mark  the  Ix-f^inninu  <>f  a  lU'W  approach  in 
tiio  wav  tbih  Nation  haiidhvi  and  (iiHposr^  of  tlic  \u>t  ((iiaiil it U'- of  rrsuicnt iul. 
cniniiicrcial.' induct ri^il,  aii(^  aKricultiual  wastes  that  mTH'Tutrd    The  li)70 

h'm^lation  rcpn'M'iit^  a  MKiiili<'arit  ^Inft  ^n.('luphn-^l-^  from  (Ihjmj  ;il  tn  n'('\ clinj^  and 
nM'nvcry  of  rnattrials  and  cnrrj^y," 

St-ction  20S  is  u  Uc.v  proN'ision  of  the  Act.  Thi^  proM-ion  untbori/.rv  prant«  to 
State,  niurnciinil,  interstate  or  interniumcipal  anencu-^  for  the  d-Mnonstration  of 
resource  reco\erv  sv->terns,  and  for  the  construction  of  new  or  intproNed  solid  wa^ti* 
niau;m<'nierjt  faciHtU'>  wliich  advance  the  state  f)f  the  art.  Tlie  new  ^•^^ulat^' »ns  not 
otily  set  the  j<ronnd  rules  for  adininisteruiK  the  grants  pionrani  under  section  2()S, 
hut.  aNo  proVKie  f«)r  projects  in  coinmunities  of  \nr\niu  -^i?.'*-,  and  <'siablish  d«'ad- 
iiiii's  for  •-ul)Unt  I  mji  and  ,actiJiK  on  Rratd  nMpiest-^, 

Tjh'  major  provisions  of  t  he  rennlat ions  co\  eriiiK  -eel ion  JOH  arc 

Thirtv  p-Tcent  of  the  ^raut  funds  are  re-^erN-ed  for  pn^jeeis  in  riuul  an-as. 

Thi'  balance    70  percj-rit     of  the  fnnd-^  is  K<Micrall v  <-arinarked  ft)r  urban  areas. 

The  Federal  -hare  f^r  resource  Eeco\'er\  demonstration  and  ci.nstruct ion  Krauts 
luav  not  rxfped  7.">  ])creent  of  the  costs,  how*'\(T,  j^rants  for  tlse  c<»n^t ruction  of  new 
or  iMip:«iv.'d  facilities  where  onl\\  one  niunicipalit  v  ih  in\  ol\  <'d  are  limited  to  a 
m;t\iiimni  of  50  ))erc<'nt.  ^  •  . 

Si'ction  \  (h'inonstratiori  and  re-earch  ^rant  n-nuhitioiis  ha\e  been  chan^^'fl  to 
retloct  thf  increa-sr-d  shart*  of  Federal  support  The  ceiliiiK  «'ii  ;the  niaximiirn  Federal* 
share  of  funtiiriK  for  projects  to  stfid\\  test,  anfi  demonst riit e  tin-  technical  and 
economic  feasibilit\  «)f  new  and  inii;rove<l  tcchnupie^,  pioees.-es,  :uid  s\^sti'in>  has 
iM-en  increased  from  percent  to  7.')  [)ercent  of  tin-  co^t  (ff  an\  project.  This 

makes  the  Federal  uortion  ecjlial  to  th(' maxuiiuni  award^ai'i  honzed  for  s^ctioti  '208 
resourc"  r(*cover\  dfunonst ration  K'*ants.  '  ' 

The  rr-Kulaiiou^  apj)lioable  to  sectl(m  207,  which  pn»vides  for  ^olifi  wastes  plaii- 
hiiiK  fi^rant-.  have  Imm^ii  revised  and  expanded  to  reflect  t  he  extension  of  eligibility 
not  i'lih  to  State  aiifl  irvterst^ite  .solid  waste  plaruiiuK  a^ervcies  l^it  al-o  to  local  and 
reKi«>nal  -olid  wustr  planning  agencies.  The  ceiling  on  the  F<'d(  rid  --ftare  of  partici- 
pation for  local  and  re^'ional  ag^'ncies  is  tUi^^  percent  in  the  ca-e  of  a  single  niunici- 
]>alUvand  7r>  percent  in  the  case  of  mult iiruuut'ipal  area-^. 

Tiie  purposes  for  which  planning  f^rants  niav  be  inade.  hu\c  Ix'cn  expanded  to 
include  d<»vi»lopinti  (1)  pro|)osais  for  section  2()H  denionst  rat  ion  iind  construction 
pn»j<'f'^"^.  plan^  for  the  disposal  of  aband()ned  motor  \  chicles, 

Sections  204  and  210  training  Kranl  retaliations  provide  for  awards  fo  public 
and  private  rionproiit  f^VoupH  (1)  to  develop  prof?rams  to  train  persons  in  the  man- 
aKeinent,  siiperN'i-iion,  desif^n,  operation,  and  maintenance  of  solid  wante  disposal 
an<l  resourc-  recoxery  (•(|*iipfnent  and  facilities;  and  (2i  to  pr<'pare  instrnctors  and 
slip      isf»rv  perMumei  to  train  <ir  super\'ise  persons  j'n  sucti  work. 

The  new  regulations  were  published  in  the  Federal  Henister  on  September  17. 

Senator  Alle's.  Mp  X'arroll,  wo  apiyrociate  the  tostioionv  tliat  you 
have  given.  Wo  appreciate  the  eoiu^ni  tliat  the  Environinental 
Proteetion  AgeneV  han  abotit  protecting  en viroiunent .  We  are  indeed 
pleased  with  the  fine  work  that  the  Environmental  Proteetion  Agency 
IS  d'oing  in  rtianv  j^eetors.        .  -  .  . 

I  note  that  votir  "conchisioriH,  after  disctissing  penduig  fegislation, 
are  that  vou  feel  the  provisions  of  the  j)roj)ose(l  legislation  are  tm- 
desiral)le  ill;  view-  of  EPA's  authority  and  plans  for  the  fiittire  on  the 
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success  you  l)cticv(»  ycwi  ill  lui\  <»^iii  aj)j)lyiii<r  t  luMu  to  tli(*  iiccds  of  the 
rural  ureas.  Voiir  area  j)rojccti()U,  tluMi,  lias  to  do  j)riinarily  witli  tluit 
phase  of  tlu»  ()j)eration  jmd  sco|)(»  of  the  j)roj)().se(l  bank  deahnj;  with 
grants. for  \vat(M*  and  ^(n\'a<^(^  s\M(M)is;  is  tluit  not  cornM't? 

Mr.  (\\KU()LL.  Tluit  is  correct i low  ^\'(M*,  iu)t  inclu(lin<j:  tlie  coUertion- 
system,  wliicli  is  really  a  i)rol)leiu  Jor  ilTI),  my  stntenieht  r(»iates'» 
priiuarily  to  sewage  treatment.  i)hints  which  would  Iw*  financed  un(h»r 
title  1  of  tli(»  hid,  ameiulino:  FIIA  (grants  and  h^in  authorities. 

vS(».uator  Allen.  Bujt  irt  the  overall  field  of  providing;  addhional  credit 
for  ru^bl  (hM*(do[)m(^nt ,  your  (h^i)artment  would  have  no  objcM'tioii,  or 
would  V()ice  no  .oj)iniou  to  tl\is  h^gj^'lat ion,  (*xc(*|)t  as  it  dinds  with 
environment al'as[)ects^an^d  the  [)ossihility  that  it  nu<;ht  eucroach  U|)on 
or,  in  som(^  wav,  coi,ue  in  contact,  with  or  (Ntablish  a  i)arall(d  facdit'v 
wit!)  that  of  EFA?  ^        ^  ^  ^ 

Mr.  (\\RK()LL.  'That  is  correct,  with  respect  to  i)rovidiii;^  cnMlit. 
Wh(u*e  F(>(l(n'al  funds  an*  involvcMl,  my  t(*stiniony  stat(*?^  that  w'e  j)r(*f(u* 
the  admiiust ration's  j)ro[)osal  r(*hitin<i:  to  r(*\'(Mui(*  sharin<^. 

i^nator  Allkx.  TIumi,  basicidly,  y{Ui  woidd  havc^no  ol)](M'tion  to  tin* 
ie<rislatioit,  (n*  EPA,  as  such,  would,  not;  have  any  objection  to  tin* 
lef^islation,  (*xc(*pt  where*  it  rnay  .i^o.ovcm-  into  the  fi(*ld  of  (Miviron- 
nuMital  prot(M'tion;  is  that  corivct?. 

Mr.  (VvKKOLL.  That  is  coi-rcM't.' 

S(*nat{)r  Allkv,  JSo  any  oth(M*  currcMit  iumm1<  of  the  rural  coninuuihy, 
you  would  have  no bbject ion  to  it  a[)pl\''in;i:  su(di  n(»(»ds? 
Mr.  (\vHU()LL.  Th\t  is  ri<;ht. 

Suimtor  Allen*.  I/o  you  feel  that  the  authority  and  the  ena])lini]: 
h^tjislation  and  tlu*  [)roj)os(*d^  ai)propi'iat ions  Ijor  tlu*  En vironnuMital 
Protection  A<J:ency,  imj)act,  the  w  Ijole  field  of  envii onnuMital  i)rotection 
are  adeciuatc;  to  do  the  job  that  is  liecessary  for  |9rovidiil<j:  wat(*r  and' 
se\va(j:(*  syst(Mns  foi*  tru)se  arenas' of  tlu*  country  that  ucmmI  tluMU? 

Mr. Cahuoll.  Yes;  I  do.  1  think,  Mr.  Clniirman,  that  oiu*  of  [\w 
historic  problems  has  been  that^^as  1  indicated  in  my  ojXMuni]:  state- 
rn(Uit,  not  only  W(*r(*  th(M*(*  difF(*reiu*es  in  tyrant  coiulitions  betwcMMi 
FHA  and  EPA,  but  there  were  insufUcient  funds  ai)pro1)riated  to 
Cover  all  of  th(^  re([uir(Mn(Mits  oT  the  man,y  nuniicij)aliti(*s.  It  was  be- 
cause of  this  j)robl(Mn  that  w(*  took  a  national  ntMvl  surv(\v  in  I)(*c(unl)(n* 
of  1970,  which  covered  all  States,  aiul  which  mcMisured  a<j:ainst  a 
vari(*ty  of  in(lic(*s  the  re([uir(Mn(Mits.  And  w  (*  UhA  that  thcit.'  is  now 
adet^uale  authorization  in  our  req^u*^te^l  admiiustration  bill  which,  as 
you  know,  has  not  yet  been  j)asse(l  by  the  ('on<j:ress,  to  cover  all 
iumhIs,  l)ot(i  lar<;e  urban  an*as  aiui  rur-akuxuHfrf^ 

Senator  Allen.  Do  you  know  how  nuuiy  citie^  and  towns  in  the 
countiy  an*  without  a  wat(n' .system? 

Mr.  (>AUK(>LL.   I  do  lM)t.  ^ 

Senator  Allex.  Has  it  been  in  the  netii:hborhood  of  3'),0()()  or 
40,000? 

^  .  <i 

STATEMENT  OF  L.  E.  'dcCAMP,  ASSOCIATE  DEPUTY  "DIRECTOE, 
OFFICE  OF  WATER  PROGRAMS,  ENVIRONMENTAL  PROTECTION 
AGENCY  " 

Mr.  DeC^amp.  It  is  in  the  neijrhborhood.  yes.  Senator. 
wSciuitor  Allen.  Aiul  wg\ild  you  have  any  idea  as  to  l)ow  in  any 
cities  ami  towns  want  arul  U(*ed  a(h*([uat(*  s(*w  a<;(*  systems? 
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Mr.  DeC.^amp.  A])i)r<)xiMuit('lv  the  same  number,  from  40,000  to  . 
45,000.  '  ' 

ScMuitor  Allev.  Ilcny  iiumy  a])])li('iiti()ns  have  ;^()u  all  been  process- 
ing a  year,  iwid'at  what  rate  are  you  [)r()eessing  ap])li('ati()ns  for  h)an.s 
and  ^rauts  in  thes(»  an»as? 

Mr.  (UuuoLL.  I  beheve  it  i.s'[)rof)oj^i  tluit  this  year  will  process 
at  least  2,000  grant  a[)phcati()ns.  We  have  no  loan  program. 

Senator  Allev.  Would  that  ))e  2,000  combined  water  and  newer?  • 

Mr.  I)e(\\.\ip.  '^riiosc  grants  are  for  construction  (if  sewage  treat- 
ment facilities.  '  ^ 
^     Senator  Allex.  What  about  water-systems  then? 
^  Mr.  Cauuoll.  W^*  have  no  [)rogram  of  that  nature. 

Senator  Allen'.  You  don't  have  any  program,  then,  for  providing 
cities  with  water  .systems? 

Mr.  (\\imoLL.  Water  su[)i)ly^ 

Senator  All^n.  Yes.  / 

Mr.  (Uhuoll.  No,  we  don't.     "  .  o 

Setnitor  Allen.  It  \s  water  (juality  that  you  are  concerm^.  with? 

Mr.  Cauuoll.  '^rhe  water  ([uahty  of- the  rivers  and  streams. 

Setuitor  Allex.  But  you  do  not  h)ol^  into  the  (piaHty  of  the  water 
of  a  public  water  system,  th(ui?  "  * 

Mr.  ('aiuu)LL.  We  >hav(»  a  wat^M-  hygiet^e  |)rogram  wbich  is,  pri- 
manly:^T'oncerne(l  w^n  drinking  wat(*r  (pudity  standards,  and  the 
protection  of  sources  of  drinking  water  for  interstate  carriers. 

, Senator  Allex.  Do  you  have  h)an  grant  programs  to  itidividuals 
for  wat(M*  supj)ly? 

?tlr.  (VvHKoLL.  We  have  no  loan  or  grant  [)rograms  to  individuals 
or  niunici[)alities  for  wat(T  supply. 

Setuitor  Allen.  So,  actually,  the  chief  concern  of  the  EPA  would' 
•    bo  in  tlic  wast(^  disposal  aspect  ()f  the  areti  of  o]>eration  of  the  hank?\^ 

Mr.  Cahuoll.  That  is  correct. 

Sonator  Allen.  That  might  constitute  a  ratlier  small  fraction  of 
its  overall  activities,  woul^l  it  not? 

Mr.  (IvuiioLL.  I  am  not  certain  I  muhM'stand  the  cpiestion.  sir. 

Senator  Allen.  The  h>ans  and  grants  for  the  purposr  of  provi(hug 
"  communiti(»s  with  sewage  disposal  systems  tnisrht  we^l  *coiistit  ule  ii  ^ 
smaM  portion  of  the  overall  activities  of  the  hunk  contemplated  by 
this  h^gislation? 

Mr.  C^AKUOLL.  That  is  correct,  in  terms  of  the  variery  of  nHnu(  ij)al 
'servic<\s  that  ar(^  in  th(^  legislation. 

Setuitor  Allev.  So  then,  actually,  the  ohjections  that  EPA  is 
voicing  an^  merely  to  providing  anothe;;  »igency  handlittg  grants  and 
loan.s  on  sewag(^  systenjs,  isn't  that  right? 

Mr.  Cariioll.  Ves,  sir.  It  is  not  only  a  ([uestion  of  funding,  but  it 
is  a  (pn^stion  of  parallel  technical  assistance  |)rograms  and  guidance 
programs.  We  are  trwig  hard  to  work  with  the  States  to  adoi)t 
statewide^  |)atteais  of  river  basin  |)lanning>  We  are  working  with  thern 
on  cost-efTectiv-e  methods  of  constructing  their  phmts,  which  in 
ceFtam  cases  may  be. combined  in  a  numher  of  ('ortfltinnities  rather 
than  having  .sepWate  [)lants  for  eacji  conununity.  Vio  think  that 
another  agency  concerned  with  the  same  problems  would  jiLst  lead  to 
a  [)roliferation  of.  ovor]ap])ing  confusion. 
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ftonator  Alms.v,  I  note  that  the  EPA  <<ran*Us  limited  to  30  pen  out, 
and  can  go  up  to  55  ont  only  if  th(^  State  pavs  25  [XTcont  of  the 
cost.  Now,  that  25  |)er(ont  that  the  State  pavs  islhat  what  raises 
It  froin  ttie  30  to  the  55,  or  is  that  a  rise  of  3(),  fronf  30  to  55,  if  the 
States  put  up  an  achlitional  25?  •  . 

'Mr.  (^^RROLi..^  If  the  State  pnts  up  25  percent  and  enforceahle 
wat(^  (|uality-stan(hirds  have  heen  (Established  our  share  could  i?o  to' 
55.  so  the  combined  State-Fc(hMal  share  is  SO,  and  the  local  share  is  20. 
.  Senator  Alle.v.  I  see. 

Are  many  States  |)articipating  in  this  program? 

Mr.  De('a.mp.  Forty  States  at  the  present  time  are  participating 
m  this  program.' 

Senator  Allent.  Are  participating-fully? 
^Mr.  DeCamp.  Well,  it  can't  be  halfway,  either  thev  have  a  program 
\rhich  by  legislation  j)rovi(les  that  they  will  pav  up  to  25  percent 
sha/e,  or  they  don't  liave  that  legislation,  in  wliirh  case  thev  dofi't 
qualify. 

Senator  Allen.  I  see.  Now,  where  would  the  other  20  percent  come 
from?   Q  '  -  ^ 

Mr.  DeCa.mp.  From  the  municipality  itself. 

Mr.  Carroll,' Munici|)al  bond  issues  or  other  fund  rai.sing  on  the 
part  of  the  local  communities. 
Senator  Allen.  I  see. 

Now,  does  EPA  have  loans  as  welPas  grants,  or  onl vagrants? 
Mr.  Carroll.  Onlv  gi'ants. 

Senator  Allen.  VVhen  they  go  the  route  of  the  Fanners  Home 
Administration,  then,  you  say  that  you  have  an  understanding  that 
they  won't  go  any  higher,  they  apply  this  same  \ardstick,  is  that 
correct? 

Mr.  Carroll.  That  is  correct.  '  A 

Senator  Allen.  Do  these  Staters  also  participate  in  the  FHA  loans  ^ 
and  grants,  or  is  that  only  the  EPA? 

Mr.  Carroll.  I  am  not  familiar  with  the  State  programs. 

\Ir.  DECAMP.  i  don't  know  how  the  State  participates  with,  the 
Farmei*s  Home. 

Senator  Allen.  If  Av^iave  some  35,000  to  40.000  cities  and  towns 
needing  sewage  systems,  bv  processing  down,  ^lo  vou  mean  vou 
realize  the  grunt  monew  is  that  what  vou  mean?  • 

Mr.  (  ^ARROLL,  Obligate  the  monev,  ves,  sir. 

Senator  Allen.  How  much  has  actiQjlly  been  contributed? 
^Ir.  ('ARROLL.  Our  distribution  retpfires  that  the  [)art  of  the  con- 
struction, I  can  give  you  a  broad  figure,  that  from  1956  to  Julv  1  of 
this  year,  we  have  obligated  Federal  funds  of  $2.9  billion.  *  That 
supports  about  $11  billion  irf  actual  construction.  Of  that,  I  believe 
rouphly  $3.2  billion  represents  (Completed  projects,  and  roughly,  $4.4 
billion  re|)rcsents  construction  under  process.  And  the  remainder  of 
roughly  $3.1  billion  represents  projects  that  have  not  vet  heen  started. 
These  are  either  awaiting  approval  of  the  [)lnn,  engineering  require- 
nnents,  obtaining  land,  and  in  many  cases  they  are  going  to  the  bond 
issue  process  to  raise  the  local  share  of  the  funds. 

Senator  Allen.  And  that  is  how  much  in  monev,  total? 

Mr.  Carroll.  $11  billion  since  195-6. 

Senator  Allen.  $1 1  billion. 
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Xmv,  how  inaiiy  citiert  and  towtis  duLthat  cover?  And  this  is 
hi  A(  0  1956?  *  *  . 

Mr.  CakroitL.  That  is  li^ht. 

That  covers  over  12,000  projects.  In  terms  of  cities  and  towns,  I 
think  it  will  be  s()niethin<3;  jnst  slightly  under  that.  Vou  .seldom  have 
more  than  one  project  in  the  town.  And  in  a  few  cases,  we  have 
consalidated  projects  for  a  nnniber  of  cities.  For  examj)le,  we  are  now 
workinjj:  w'ith  the -city  of  Cleveland  to  include  one  major  j)roject, 
not  only  to  the  city,  but  30  surroundinj^  i^nburban  couuiiunities. 

Senator|^Ai.LEN.  Thaty  is  12,000^  that  are  in  one  stajre  or  another, 
starting  at  the  lowest  level  of  obligation  of  the  fund,  is  that  right? 

Mr.  (^AUKOLL.  The  first  stej), bright. 

Senator  Allex.  How  many  have  actually  been  di.^bur.sed  in  that 
trime? 

^  Mr.  Carroll.  I  don't  have  the  outlay  figure  \fith  me.  I  would 
»  have  tx)  gixe  you  that.  * 

Senator  Allen.  Would  you  estinnite  it?  *  , 

Mr.  Carroll.  I  giless  at  yi»ar  end,  we  had  a  figure  in  the  neighbor- 
hood of  over  a  billion  and  a  half.  , 
Seuntor  Allen.  How  iiiany?  « 
Mr.  (^arroll.  Over  a 'billion  and  a  half. 

Mr.  DeC^amp.  The  que.s1^on  is  what  you  mean  by  disbursed,  because 
sometimes  it  takes  3  yeai%  to  build  one  of  these  |)lants,  so  we  pay 
for  these  projects  in  25  percent  increments  as  the  construction 

Imme.sses.  .The  [)ayments  are  spread  out  while  the  j)lant  is  b<4ng 
)uilt.  The  funds,  of  course,  are  obligated  for  those  pavments,  and  go 
on  our  obligation  side.  But  whether  we  have  actually  disbursed  in 
Washington,/ vou  know,  for  the  j)lant  which  is  three-fourths  built,  I 
would  have  to  g(/back  and  get  the  actual  figures  on  that.  We  have 
obligated  all  jih^  funds,  of  course,  for  each — as  soon  as  the  grant  offer 
wtis  accei)ted,  tae  funds  are  obligated. 

Mr.  (vARROLL.  1  can  estimate  that  in  a^jliflferent  way  for  you, 
Senator. 

Senator  Allen^  All  nglVt. 

Mr.  (Vrroll.  If  we  had  $3.2  billion  of  completed  oonslruction 
'j)rojects,  that  are  in  operation  at  this  time. 
Senator  Allen.  $3.2  billion? 
Mr.  (^ARROLL.  Yes.  > 

Senator  Allen.' That  would  be  about  5,000  project>,  then,  wouldn't 
it?  ■  '  " 

^Mr.  (^ARROLL.  If  you  assjnne  an  average*  sized  jdant,  yes.  I  believe, 
about  5,000  projects  have  been  put  in  place. 

Senator  Allen.  But  some  5,000  Inive  ,been  completed  in  thi^s 
5-year  period?  .  ^ 

Mr.  Carroll.  That  would  be  a  rough  com|)utation.  1  will  submit 
the  exact  figures  for  the  record. 

(The  information  \^  a  follows:) 

The  siuiiiTiary  statistics  of  th<'  waste  treat iiu'nt  proj^rarii  indicate  that  S,2J{7 
projects  have  i)e<'n  coinpleied  sincf  tlie  l)e^iiniiijj<  of  the  Puhlie  Law  84  (>0() 
grant  proKranv.  In  th<*  past  6  \j'ars,  :j,7'2(>  projects  baNC  l)een  eonjple((>(I. 

Mr.  De(\\mp.  Very  rough.  Possibly  more,  because  the  small 
communitie.s  of  which  (here  are  ti  very  sinall  nuniber,  would  take 
very  much  tune  to  build. 
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*     '  "  -  ^      .  '  / 

Senator  Allen.  Say  6,000,  then? 
Mr.  DkCamp.  'Hiat  would  bo  a  rough  ^uess. 

Senator'ALLEN.  Well,  6,000,  then,  in  6  years;  that  is  tumii^  thettn' 
out  at  the  rate  of  a^out  a  thousand  a  year,  is  that  right?  ^ 
— Mr.  Cahroll. On  the  average,  since  the  start  of  the  program, 
that  has  been  a  gradually  escalating  curve,  since  the  program  has 
grown  through  this  period. 

Senator  Allen.  If  we  estimate  the  mmibor  of  cities  aild  towns 
that  <lon't  even  have  a  ^^ystem,  that  would  indicate  that  it  is  toing 
to  take  30  or  35  years  to  ^et  around  to  all  of  them,  isn't  it?  Under 
the  pras^int  rate  of  turnout? 

Mr.  DeQ^mj  .  (hxW  if  you  say  that  each  town  requires  a  system. 

Senator  Allen.  Well,  most  towns  like  to  have  a  se\xer  system; 
don't  tKey? 

How  many  applications  have  you  had  in  thie  6-year  period,  approved 
and  Hot  approved?  *  * 

Mr.  Carroll.  1  think,  if  you  will,  Sont^or,  we  are  getting  ourselves 
in  a  box  here.  1  will  have  to  take  a  little  issue  with  Mr.  DeCamp.  My 
understanding  of  this  siirvev  which  we  did,  was  that  there  was  $12 
billion  required  fer  t,ho  nexflS  j^ears,  comprising  over  8,6Q0  projects, 
which  covered  roughly  two-Uiirds  of  the  {)opulation  of  the  United 
States  for  sewers.  So  I  would  extrapolate  from  that  base,  and  we 
^nd  up  with  only  j)erhaps  10,000  total  commimitie»  requiring  such 
services.  Now,  if  there  is  an  unsewered  community,  then  we  cannot, 
in  our  Case,  go  in  with  a^waste  treatment  plant.  Obviously,  there  is 
no  way  to  get  the  material  to  it  to  process  it.  And  that  is  why 'we  re- 
stricted ourselves  to  the  8,600  unit  progro-m.  That  relates  to  a  3-year 
program  at  about  3,000  a  year,  whibk^com pared  with  the  2,000  we 
will  be  processing  a  year  in  1971,  if  tni^Virve  is  raised. 

1  think  our  largest  problem,  just  as  -matter  of  information  in 
passing,  is  the  capacity  of  the  construction  industry  itself  to  absorb 
this  rate  of  growth  in  additional  facilities.  We  have  seen  some  infla- 
tionary impact  in  the  past  3  years  simply  because  the  industry  itself 
has  not  been  flexible  in  its  size  and  ability  to  change;  there  have  not 
been  major  new  entrants  into  that  business.  And  as  our  demands 
have  grown  up,  tota^  demands,  that  aggravates  somewhat  the  factor 
of  the  delay  of  getting  these  plants  into  p^ace. 

Senator  Allen.  Well,  it  is  a  big  job  to  take  care  of  all  these  systems, 
isn't  it,  and  furnish  the  funds? 

Mr.  Carroll.  A  very  big  job. 

Senator  Allen.  And  if  some  financing  should  be  made  available 
through  another  sour^  it  seems  to  me*'  that  it  might  be  to  the  best^ 
interest  of  carrying  on  this  important  work  that  EPA  wants  to  see 
(lone.  I  am  wondering  why,  other  than  the  fact  that  it  would  be  by 
another  agency,  there  would  be  any  objection  to  giving  this  bank  the 
authoritv  to  make  this  type  of  loan.  ^ 

Mr,  Carroll.  I  guess,  as  a  matter  of  principle,  we  don't  really  care 
that  much  where  the  absolute  dollars  come  from  as  much*  as  the  com-, 
munity  ability  to  do  it.  Our  interest  is  to  see  that  the  job  gets  done  and  ^ 
the  waters  cleaned  up;  that  13  our  ultimate  goal.  So  my  comments  «fre 
really  going  to  the  question  of  how  it  is  done.  Where,  on  the  one  hand, 
we  feel  that  there  are  sufficient.moneys  in  our  program  to  cover  the 
communities  you 'are  talking  about,  we  also  have  proposed,  or  the 
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admiriistratioti  has  pr()[)()se(l,  to  the  Congress  an  Environmental  V 
FinanciiiK  Authority  which  W()ul(^rguarant(vtM)on(l  ie^ues  of  tliese^local 
h^unicipalities.  And  I  think  that  would  have  some  particular  bearing 
on  rural  conimunities.  If  they  were  so  small  they  mav  not  be  able  to  ^ 
pay  the  commissions  and  overridjL^  fees  to  a  nHnii(ij)al  bond  house,  to  • 
go  out  and  disttibute  their  bonds  wi(kdy,  they  may  not  have  an 
established  credit  rating  that  makes  their  bonds  salable  at  a  low  interest 
rate.  This  financing  agencywould  allow  them  to  do  tliat,  and  ta[)  that 
municiptd  bond  market  for  their-^hare. 

We  leel  tliat  tliat  pieoe  of  legislation  would  lu^lp  them  carry  their 

Eortion  of  the  l)fui:deti.  And  we  believe  in  >a  shared-costysystem  here 
etween  the  city  and  the  Federal  (ioveriunent.  And  witli  tke  (tombina-  * 
tion  of  such  Federal  funds  with  a  niochanism  t()  insure  local  fund- 
raising  ability,  we  just  simply  feel  that  the  problem'  is  wcjll  covered. 

And  in  terms  of  our  proposed  water  quality  legislation,  the  sugges- 
tion Fhis  been  made  on  a  munber  of  occasions  that  mo*e  money  be 
provided  for  obligational  authority  in  the  year  1,  2,  or  3,  and  even 
extend  it  to  5  years.  The  availability  (rf  money  now  is  not  the  delimits 
ing  factor;  the  delimiting  factor  is  the  ability  of  the  construction 
industry  to  put  these  plants  in  place.  And  we  just  don't  believe  that 
funds  are  now  a  nrobletn,  at  least* would  not  be  uruler  those  twoj)ieces 
of  proi)()sed  legislation. 

Senator.  Allkn.  You  feel,  then,  that  you  ought  to  turn  the  money 
loose  as  rapidly  as  the  construction  industry  can  j)ut  the  sysU^m  into 
place?     o  .  ' 

Mr.  C.\ituoLi..  That  is  riglit.  In  fact,  we  are  working  out  ways  to 
accelerate  that  process.  And  I  thitdc  it  is  in  a  way  that  will  help  snudl 
communities. 

One  of  the  historic  problems  has  been  that  there  are  large  engineering 
costs  associated  with  the  design  and  construction  of  these  plants.  So  we 
have  proposed,  2  weeks  ago,  1  believe,  in  tlie  Federal  Register  regula- 
tions allowing  turnkey  construction  of  these  j)lants. 

Assumit-ig  that  we  go  through  the  comment  period  of  60  days  and 
issue  final  re<^ulations,  which  I  hoj)e  and  believe  we  will,  this  will 
enable  a  small  rural  ccmmuinity  to  go  to  a  major  numufncturer  and 
say,  this  is  what  I  want  sobbed  by, next  year,  and  it  i^  your  problem. 
And  thev,  in  the  meantime,  (K)  not  hav(^  to  go  through  that  large 
engineering  expense  without  knowing  whnt  the  results  are  going  to 
be,  and  wiiether  their  bids  are  going  to  be  too  high  or  too  low,  and 
then  we  have  to  start  the  process  over  again*.  We  feel  that  that  will 
particularly  help  the  small  communities.         &  ^ 

Senator  Allen.  By  the  way,  how  mhny  aj)plication#arc  now  pend- 
ing thf re  at  the  Dej)artment?^ 

^  Mr.  Cakuoll.  There  are  approximately  400  aj)j)licati()ns  pend.ing  in 
our  offices.  '  ,  ^ 

Senator  Allen\  These  ai)plications,  are  they  for  the  whole  system 
starting  from  scratch,  or  in  some  cases  it  might  be  an  existhig  system 
wanting  to  extend  their  lands  into  several  new  subdivisions — is  it  a 
brandnew  system,  is  thilt  what  you  speak  of  when  you  speak  of  a 
grant  or  application? 

Mr.  Cakroll.  It  is  both.  We  engage  in  updating  and  the  replace- 
ment of  obsolete  facilities. 
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Senator  ALr.KX.  So  nuiny  ofjhrso,  tlu'fi,  arc  not  tlic  cities  and  towns 
that  fiavc^iH)  sy*-t(Mns,  it  is  updatin^^  cities  aiu  towns  that 'have  sonio 
«H\steiHs  or^want  to  (Mihir^e  or  nHxh'rnizo  their  present  .systems? 

Mr.  (VvKKOLL.  'I'here  is  some  eh'OHMit  of  tmit.  But  we  have  shown 
that  t lie  <  in-rent  new  eonstruetion  need  *  assessment  of  the  [)re.sont 
backfo^:  is  som(»\\here  in  the  nei^hlxJrhood  of  SO  or  Hf)  ])er.cent,  re{)re-  . 
senting:  eitlter  an  exptuision  of  the  eitv's  popuhinon,  or  entirely  new  ' 
facilities,  and  oidy  15, to  20  |)(Tcejit  of  the  hacklo^  represents  at  this 
time  replacentent  of  oi'itmoded  facilities.  .  ^.  \ 

^Aiu\  tlnit  cur\c  will  start  to  change  in  ahont  1970  to  1977.  And 
believe  under  the  projmsed  lejijislation  that  this  backlog  will  he  worked, 
off  in  the  nuinicipal  sector  totally  by  1981. 

Senator  Allen.  Recapitulating,  then,  iis  I  understand  it,  th^  only 
phase  ()f  the  operation  of  the  bank  as  far  as  this  U'gislatioii  is  concerned 
would  infringe  upon  the  activity  of  the  EPA  with  those  phases  of  tho  - 
bank's  authority  dealing  with  the  making  of  the  grants  and  loans  for 
sew  age  sy^tcuns  and  waste? 

•  Mr.  (\\nK()LL.  Ves,  if  you  are  including  waste,  not  oidy  water 
W*astc,  but  solid  waste,  for  exam|)le. 

Seiuitor  Allen.  So  EPA  is  not  in  the  business  of  finaneiitg  any- 
thinii:,  is  it,  as  far  as  making  loans  are  concerned? 

.Nlr.  (\\KR()LL.  As  far  as  loans,  no.  ^ 

Senator  Allen.  So  you  all  are  not  in  the  banking  business  in  any 
respect,  any  asj)ect  of  this  field? 

\Ir.  (\\uHOLL.  We  are- not. 

Senator  Allen.  vSo  then  you  express  no  opinion  on  the  other  phases 
of.  the  proposed  legislation,  its  wisdom  or  its  [)racticabiliU:  or  its 
somuiness?  ^  '  '        .  V 

'^^^hat  is  correct. 

S(Tnitor  i^LLEN.  What  kind  of  standard  for  air,  wat^ei",  and  other 
environmental  quality  do  you  require  of  the  rural  areas  under  systems^ 

Mr.  ('.\HK()LL.  Wo  recjuire  the  sany*  standardsjn  the  rural  areas,  in 
the  case  of  wat^er,  that  we  re((uire  of  urban  areas.  Those  are  the  stand- 
ards I  mentioned  in  mv  testimony  as  being  set  in  combimition  by  the 
States  and  ourselves.  And  we  estubhsh  the  technical  criteria,  and  the 
State  nuikes  the  determination  as  to  what  uses  they  want  for  that 
water.  And  our  authority  in  that  case  goes  only  to  interstate  >vaters, 
with  the  exception  of  the  euiTently  activated  or  reactivated  Refuse 
Act  of  1899,  w^hieh  includes  all  navigable  waters.  Aiul.  we  have  re- 
quested legislafioa  which  is  before  the  Congress  that  the  Federal 
authority  be  expanded  to  inchid(*  intrastate  w^aters. 

There  are  a  number  of  States  now  which  havb  ado\)t^d  common 
standards  for. intrastate  as  well  as  interstate  waters,  where  they  have 
adopted  interstate  programs  in  conjunction  with  us.  But  I  think  that 
vou  would  find  that  the  smaller  comnumities  would  be  more  likely  to 
Kave  intrastate  waters,  and  there  may  be  some  extension  of  our 
authority  in  setting  control  standards  in  those  cases. 

In  the  case  of  air,  we  ha,ve  only  taken  the  first  ste[)  in  the  standard- 
setting  process,  whereby  we  have  promulgated  our  documents  and 
proposed  guidelines  for  the  State  to  meet  regarding  ambient  quality 
levels,  and  under  which  they  are  supposed  to  submit  to  us  by*Janu- 
ary  30  of  next  year  implementation  plans  to  meet  those  levels.  J 
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MiW  l)(»  picked  In  any^^ivcn  State,  Tlierc  arc  a  variety  of  proposals  and 
W(> -would  liopc  tliat  inosj/?)!'  tlicin  w oidd  affect  all  \U'l)an  areas  alike. 
Obviously,  most  of  the  polliitinj^  nroldeins  are  in  the  urban  areas.  And 
if  a  State  should  take  tlie  >.ituj)le^t^  alternative,  for  e\anij)le,  i>.  co'tn- 
tnordy  referred  to  a^  a  "rollback, "  they  set  a  certain  level  for  the  major 
urban  area  in  that  State,  and  tlien  .say,  tlie  whole  State  lias  to'  meet 
tliat  le*v;4'l.  ^ 

That, would  prol)al)ly  l)e  easiest  'for  the  rural  communities  to  meet, 
becttu>«»  they  liave  less  prol)lems.  But,  as  I  say,  \\v  donH  really  know 
wliat  alt(Tnative  tliey  a  re' to  take.  ^ 

Senator  Allkn.  VVhat  kind,  of  turrr^H^/it  plant  and  industrial  de- * 
vices  to  prcvetit  poHution  do  ycm-n^quir^^  in  rural  areas? 

.\[r.  (^^AjiHOiJ..  Wellr  iii^ain,  we  recpiire  none  specifically  for- rural, 
areas.  The  place  thaM  tliat  mijjht  impact  particularly  is,  if  you  Inive  a 
One-industry  town,  and  \(>u  Inive CHluent  emissions  from  that  plant 
wliich  are  nMliicint;  an  adjacent  body  of  w  ater  J:)elow  the  levtds'set  for 
tl^at  use  by  the  Stat(*,  then  that  plant  woidd  recpiire  control,  recpifre- 
iiients.  And  that  would  be  related  to  the  type  of  effluent  (hat  they  are 
'  puttii/jr  into  the  wat(M'.  Ayil,  in  turn,  that  would  di/'tate  the  cost  that 
nut^inT  have  to  b(»  borne  by  that  particular  company,  but  not  by  the 
nvsidents*  per      of  that  community,  or  the  municipality,  and  .so  on. 

Setnitor  Allen.  Souk*  of  tluse  >mldl  plant.s  aic  a  clieese  factoiy, 
for  exatiiph*.  doesn't  that  create  .special  piobleULs  on  waste  disposal? 
VoH  have  special  tecpiirements  for  sopie  things,  special  conditions. 

Ml.  (\\.KR()LL.  I  am  not  famdiar  with  that  |)articular  process. 

Mr.  I)e  Camp.  I  nm  somewluU  familiar  with  it..  It  is  a  i)roblem, 
biochemical  oxypen  (l(»mand.  It  is  an  organic  waste. 
.Scnatoi  At.LEN'.  Ves,  tlie  whey  of  the  milk. 

Mr.  DeC'amp.  li  receives  tlu'same  type  of  treatment  tliat  any  (illier 
organic  sew  age^  will  recei\  e  in  a  sewage  treatment  plant.  Again,  we 
don't  4)Ut  the  special  recpurenients  on  tliatj)lant  at  the  time,  but  gnly 
the  1  eceiNnng^VN  at<M  can  receive*  so  much  w*'>iste,  or. you  go  beyond  the 
w  ater  (pudity^tandaid. 

Mr.  ('arholl-.  This  biolocrical  oxygen  demand  measurement  of  the' 
(|uality  of  the  capacity  of  that  water  to  al)sorb  effluents,  of  couise, 
varies  from  river^to  rivei.  And  I  think  perha|)s  one  can  spec'uhite 
'  broadly  that  in  the  smaller  communities  which  have  less  effluent  and  a 
fewer  number  of  outflows  into  that  river,  it  may  not  in  the  broad  sense 
have  strictly  a  stated ard  that  ne^»(ls  to  be  set  on  that  faetoiy. 

There  is  simply  not  at*  manA*  of  them  going  into  common  receiving 
watei-s.  And  that  is  a  functi()1V^tt4^:)  of  the  ability  of  that  river  as  re- 
lated to  its  flow  and  its  dej)tlis  to  absorb  these  effluents^ 

If  you  happen  to  be  up  in  the  high  mountains  witlua  fast-running 
stream,  it  is  a  lot  easier  than  if  you  are  iirthe  valley  for  iihat  stream  to 
absorb  these  effluents  and,  especially  that  one  faotoiy — unless  the 
effluent. is  es[)ecially  toxic.  Toxic  materials  are  k  different  sort  of 
question  entirely.  These  have  to  be  banned,  regaidless  of  the  ability 
of  4he  river  or  stieam  to  assimilate  them. 

'  Senator  Allex.  You  think, 'then,  that  that  the  time  this  $12  billion 
is  spent  for  waste  disposal  systems  that  the  })r()blem  in  that  area  will 
be  solved  in  this  country?  < 
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Mr.  Caukoll.  That  $12  hillio^i  is  only  ditTctc^d  at  ihb  inunicipar 
waste  treatiruMit.  \V6  fori  it  will  hv  solved.  Wo  still  hiwo  sorno  in- 
dustrial problorns,  wo  still  havo  tho  postioidos,  aoid'mino  \vast(»,  and  so 
on,  and  we  n^ally  havori't  boon  nbRi  to  fi<ruro  liow  to  solvo  tlioin. 

Sonator  Allks.  Tlioy  |)ro})ab]y  would  not  oonu*  uudor  tho  provi- 
sions of  tliis  n^gulatioju  whoroas  a  nuinioipality  would.  As  far  as  tho 
I)ubli(».  ontitios  aio  conoorn(»(U  you  think  tlu^  $12  billion  will  protty 
woU  solvo  that  pro})lorn,  tlion? 

Mr.  ('ahuoll.  Yos,  sir.  1  hopo  that  wo  would  bo  i)ut  out  of  business 
by  tlu'  ox[)ondituio  of  that  nionoy. 

Souator  Allen.  Thon  t}u\v  wiW  })o  talkin<i:  about  roplaooniont  and 
u[)dating.  Wo  would  bo  hap|)y  whU  that  for  tho  first  stoj). 

W%»  ap()rociato  vorV  much  your  testimony.  1  think  you  havo  made 
.some  vory  valuable  suf^frostioris,  and  havo  ^ivon'  lis  sorno  vory  useful 
inforrnation.   Wo  a[)[)re('iate  very  'muoh  your  coming  before  the 
^      ('ommitto(»  and  pvintj  us  tho  benefit  of  vour  vi(»ws  and  those  of  the 
Knvironrriehfal  Protootion  AfTonoy.  Thank  you  very  muoh,  p:ontlomeji. 
'  Mr..(\\KK()i,L.  Thank  you.  * 

(AddiUornd  information  ro([uesto(l  from  the  P^nvii'^mnent al  Protoo- 
tion  Agenoy  is  as  follows:) 

Quralion.  What  art  ihr  lotal  fiuuh  nmhd  to  stU'sfi^  rnrrcfit  nattojuil  Jittds  in  the 
anaM  of  ml  id  waMf  rtnumqcmrnf,  air  poUntioti,  (itni  i}n{n.slriaJ-agrirul(llir(il-fore.'<try 
waMen  Ho  cnrrenpond  to  $t,2  hillioit  (fwtrd  for  wuhr  trcatnn  ntft  nci'ds)/  > 

Atiswrr.  There  jire  no  siiriiliir  c^t itiuitcs  (d  ('()rre'>.i)()M(i  to  I  he  $l2'hnTion  (jnotod 
for  wiiter  trcjitrneiU  rioeds  for  the  JirciiH  tnciitioiird  hiiiec  the  $12  billion  relates 
Hpeoifieallv  only  lowtirds  meeting  th*  needs  of  nniuicipalities  over  ii  three-year 
period.  lloweNcr,  in  the  wrorid  annoal  rejjort  of  tjie  ('oinn'il  on  I  jivironiueiital 
Quality  dated  An^M'^t  l!)71,  on  ])a^e  Ml.  Tabh'  2.  Polhition  Ahateinemt  ('o*t 
Summary,  Jt  indiejttes  that  tlic  cuniulative  refiuireini*nts  for  the  pcriorl  1^170- HJ7.'i 
*'  for  major  air,  water  and\oli{i  wa^te  e\])enditnres  are  as  follows;  Kor  air  polhition 

$2/^7  l)illion;  for  water  pollntif)n,  exelndin^  ('Nllcct  iOn  sewer  costs  and  eost^  tosoUV 
coml)jjJ^l  sewer  i;roi)l(>tns,  the  estimate  ih  s;^s,U  billion  and  for  solid  waste,  )t^4H.5. 
Industrial  covstH  are  included  in  the  total  estimates  for*:iir  and  wat(^r.  Corresjjond- 
iiiK  <'Stimat<'s  for  aarirultrral  and  forestry  w:Vstes  are  not  rearJily  available. 

Qtn ,stj()fi.  Provuli  a  ftprrijic  dollar  fujurt  for  imdtd  nifuiiripat.v  wage  ftfjMrms  for 
towns  luidrr  Sr>, 000, 

Answer.  Since  towns  of  35,000  and  nnder  conij)rise  aboiit  ;^')'  ^  of  t!ie  e^tirnatcijj 
projected  need  of  $l2  billion,  the  specific  dollar  fit^nre  would  be  $4.2  billion. 

Q}nstujn,  Furnish  ioformation  as  to  what  KPA  *hrs  and  d^x  sJiU'do  to  provide 
a>^siMatin  at  counttf  and  local  h  vrU  for  fiolid  wa.'^ff  disposal  ai/strnis. ' 

.\nswer.  HPA  docs  the  following  at  the  local  level  to  help  comininiities  u[)p;rade 
solid  waste  systems: 

1.  Stafv,  interstate,  and  local  planning  grants.  \n  essential  element  of  an  effec- 
tive solifl  waste  f>roKrain  is  j)lanmnK-  I'.VX  was  provided  finuis  to  aid  State. 
int<'rst,ate,  and  local  aKenci(^s  to  dev(Mo[)  meainnf^fid  compreHensive  [)lans  and  to 
achie\  e  solutions  to  Kf)lid  waste  matuiRenu'nt  prof)leriis. 

2.  Technical  assistanc< .  In  order  that  local  officials  may  develop  or  (y:i)and 
their  exist  iuf^  solid  waste  mana^^ernent  .systems,  EP  Vserv(»sas  a  source  of  technical 

^  at^sii'tance. 

V  3.  Financial  assistance  other  than  phmning  grants.    KV \  provides  firuuicial 

\^     a«^sistance  to  State  and  local  ^^overnnunUs  throuKh  demonstration  and  training 
grants. 

4.  Guidelines. — EP.\  i'-'  currently  develoj)inj^  Kui(]elines  in  all  aspects  of  srilid 
waste  manasenicnt.  (Jnidelines  fxTtainiriK  to  incineration  and  sanit'ary  landfilling 
have  been  or  art^  in  the  process  of  being  dev(»loped.  We  make  recoinmendat  i{)ns  to 
Congress,  and  to  Stat(»  and  local  pjovernnients  relative  to  improvements  ii\  man- 
aging solid  wastes;  however,  vStat^'  and  lf)cal  governments  have  the  power  of  im- 
forcemcnt  in  the  solid  waste  area. 

5.  Training  cotirses.—  KVA  proviflcs  training  courses  for  public  works  officials, 
EPA  does  not  provide  funds  to  local  conununities  (or  the  construction  of  facili- 

tie.s. 
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Question,  Provide  KPA  recmnmendalionQ  as  to  the  r<yutrementfi  of  a  good  'UypicaV* 
local  Qolid  waute  disposal  uysUiti  with  dtjfev^nt  geographic  examples  such  as  contained 
in  our  oubmitssion  to  the  Sub^'OtmniiUr  rvgardtng  tin  standard  waott  water  Inalmmt 
rtquired  for  a  vily  of  6^000.  ,  , 

AnswTr.  A  variety  of  factorM  are  coa^uicn'd  in  (iHenniuitig  what  type  of  rtisponai 
.sv>tem  \A         for  a  particular  cominunity.  Thm'  inriude:  , 
'  1.  The  type^of  waste  generated.    Certain  ty])e>^  of  wa^te,  Mieh  as  pla.^tics  and  tiren 
cause  extensive  air  pollution  problems  when  hurried.  Thu>^,  if  a  demand  exwts  for 
tire  diffpos^l,  the  pitfalh^  of  incinerati«in  should  be  eon^idered, 

•2.  Demographic  amsideratioiiH.  The  ineuierator  may  be  more  appropriate  in 
denM'lv  populated  urban  a'reas  with  hcareity  of  land  wiierca^^  in  rural  areas, 
with  a  frond  abundance  (if  land,  the  manitary  landhll  may  l)e  tlie  more  viable 
disposal  alternative.  '     .  . 

Opinion  consulrrations.  rVnhWc  opinion  towards  sanitary  landhlhnK  is 
geni'rallv  negative  beeau.se  jn'ople  ^enendly  think  of  open  <lunjps,  but  a  sanitary 
landtiii,*  properly  operat«'d,  is  a  very  effeetive  means  of  disposal  and  causes  no 
environmental  insult^.  ^  *  ,  ■ 

4.  Economic  cknaidf  rat  ions.-  Dependinf?  on  the  wUime  of  waste  generated,  one 
disposal  alternative  ma\  be  more  eeonomieal  than  another. 

Since  each  factor  imist  be  weighed  in  considering  the  relative  efhcacy  of  a  difiposal  . 
svst<^ni,  there  is  no  smgh'  "tvpioal"  optimum  disposal  syst4'm. 
"Question.  estimate  of  the  coat  of  waste  water  trentmrnt  for  a  1,000  steer  feed 

lot  on  the  hank  of  n  stream  and  whether  or  not  EPA  Jinanct.H  auch  a  project. 

Answer.  An  estimated  investment  of  $10,000  for  eonstrufr'tion  and  capital 
costs  would  be  needed  u>  establish  a[)propriate  controls.  This  is  exchisive  of  land 
costs  but  would  ))rovide  a  lined  catchment  basin  capable  of  retaining  a  2»  2 
rainfall  in  a  24-hour  perio<l  and  incorporate  methods  for  subsequent  land  disposal. 
The  KPA  does  not  linance  a  i)roject  which  is  100';  industrial  waste. 

Sonator  Allkn.  Mr.  and  Mrs.  Uonnuin,  plcas*^? 

We  arc  happy  to  hftvo  both  of  you  ('ouw  before  the  ecminuttoe. 
Wo  will  note  that  vou  are  from  Ellc^nsburfr,  Wash.  Yoti  have  eoiiic  a 
lon<?  way  to  testify.  We  iii)preeiate  that,  and  look  forward,  to  your 

testiinoijv.  *  '        r  1  ^a^r  «> 

How  (io  you  propose  to  testify?  Do  both  of  you  plan  to  tesQly.^ 

STATEMENTS  OF  CLAYTON  C.  DENMAN,  PRESIDENT,  AND  ANNE 
SMITH  DENMAN,  CO-DIRECTOR,  SMALL  TO WNS^  INSTITUTE, 
ELLENSBURG,  WASH.  / 

Mr.  Dk\ma.\.  We  have^w  ritten  a  joint  effort  here,  and  I  would  like 
to  read  part  of  it  to  the  eonunittee. 

Senator  Allk.n.  We  would  Ix^  deli<^.)ite(l  to  hear  from  yon. 

Mr.  Uk.\m.\.v.  I  can  read  ])ortions  of  it  and  submit  the  rest  of  it 
for  the  reeord,  de[)en(lin<^  npcfn  the  time  we  have. 

Semitor  Allkn.  You  suit  yourselves;,  we  will  be  here  as. long  as 
voti  re(iuire.  So  handh*  it  in  anv  luamuM'  you  wish. 
^  Mr.  De.nma.v.  Mr.  C^l^airnuul,  my  name  is  (Mayton  (\  Denman 
ami  I  am  president  of  the  Small  Towns  Instittite  in  Ellensbum, 
Wash,  My  wif(\  Anne  vSnuth  Demnan,  and  I,  are  i)lensed  to  testify 
t0(hiy  on  S.  '2223.  As  eodireetors  of  the  Small  Towns  Institute  and 
teaeliers  of  anthropolo<^v  at  Central  WMshinjrton  State  (^ollejre  wo 
hav(^  daily  eoneern  with  the  juoblems  of  niral  Anieriea  both  from  an 
academic*  perspeetive  and  throuf^h  the  experience  of  livhig  in  a  small 

town.  .  T>  1 

Mr.  Chairnum,  we  wish  to  conunend  the  Subcomnuttee  on  Kural 
Develoi)meut  and  the  sponsors  of  S.  2223  for  their  interest  in  country- 
side Ayu^ricu  and  their  dedication  to  its  revitalization  for  the  beneht 
of  fnt\ire  jrenerations. 
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In  devoloj)ing  a  ])ro^ani  to  aid  in  the  rovitalization  of  rural  America 
>e  must  haro  in  mind  specific  social  conditions  which  are  primary 
foh  the  survival  of  any  small  soci<4y;7or  small  town  America  anil 
rural  communities  are  subject  to  principles  also  basic*  to  other  sftiall 
societies.  Many  of  these  principles  are  already  well  known  to  spcial 
scientists.  We  must  ])rocee(l  first  by  asknig  what  is  desirable  about 
the  rural  community  and  then  deslp:nin^  econon^ic  pro-ams*  which 
can  bring:  these  social  conditions  into  reality.  We  all  know  that 
pouring  money  into  small  communities,  withoiit  knowing  the  effects 
of  such  f^indinp:,  mav  be  more  destructive  than  j)rop:ressive.  ^ 

We  woulll  therefore  like  to  examine  brieflv  some  of  the  social 
conditions  which  make  small  towns  and  rural  areas  places  Americans 
want  to  preserve.,  America  hail^  always  presented  its  citizens  with 
alternatives;  but  as  the  committ<»e  recognizes,  economic  conditions 
have  often  restricted  opportunities  in  the  countrvside.  Three  dis- 
tinguishing features  of  small  communities  are:  the  sense  of  com- 
munity, the  continuity  between  generations,  and  the  unique  place 
of  countr>'side  America  in  relation  to  urban  America.  Our  economic 
policy  should  seek  directly  to  promote  these  social  patterns.*  ' 

The  ''sense  of  community"  in  countrvside  areas  and  small  tq^vns  is 
crucial.  This  phrase  implies  a  mutual  understanding  anft  blending  of 
purpose  that  links  the  members  of  a  town  or  village  (or  even  an  uroau 
district)  into  a  functioning  whole.  It  is  only  within  a  community  struc- 
ture, Adiere  agriculture,  small  business,  education,  religious  institutions, 
and  everyday  livin^blend  into  a  functioning  ecology,  that  the  vices 
so  typical  of  today*!^veF<Towde(l  metropolitan  areas  are  minimal  and 
unrewarded.  Many  small  towns  today  still  retain  the  abilitv  to  func- 
tion as  genuine  cotnmunities:  businessmen  take  part  of  their  profits 
in  satisfaction  for  performing  social  services,  voung  ])eople  and  the 
^u*^!^  i^^o  different  woridsf  and  education  into 

the  t(^vs  of  social  and  economic  systems/ extends  far  beyond  the  class- 
room. We  must  seek  economic  policies  which  favor  the  maintenance 
of  a  ''sense  of  community''  in  eouiitrvside  AmeriOa. 

PROMOTI?iP  CONTINXTITY  IN  SMALL  TOWNS 

A  secopd  important  featjire  of  the  small  cornmunitv  is  the  bl^mding 
of  the  enthusitism  of  youth,  the  strength  oi  maturitv,  and  the  experi- 
ence of  old  age  to  insure  continuity  between  t^ie  activities,  neods,  and 
unde^itandihg  of  the  generatiyis.  Much  of  the  alienation  of  vouth  is 
a  result  of  segregation  of  adult  economic  activities  and  the  education 
of  3-oung  people.  But  in  small  cpmmunities  and  esyeciallv  on  family 
farnis,  young  ])eoi)le  are  not  subjected  to  this  compartm'^ntalization 
as  the V  are  in  cities.  The  rates  of  juvenile  delinquencv,  crime,  and 
mental  illness  in  city  and  countryside  have  reflected  this  difference. 
•  Programs  must  encourage  youth  to  be  involved  in  the  economic  affairs 
of  liaral  America. 

In  many  towns  people  from  '20  to  30  are  notably  absent.  It  is  easy 
to  attribute  this  to  a  lack  of  jobs  or  to  housing  conditions,  but  we  have 
noted  in  towns  we  have  studied  that  good  jobs  and  business  oppor- 
tunities go  begging  and  substantial  houses  stand  vacant,  ^Iass  adver- 
tising and  urblm  propaganda — continuously  disseminatecl  during  the 
past  30  years  in  the  communication  media  and  through  the  schools — 
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havev  boon  tolling  youiip:  poo])lo  of  opportunities  initho  cities  and  the 
good  life  to  be  found  there. 

Education  in  rural  America  should  allow  youth  a  true  choice  of 
remaining  in  a  community  or  going  to  another  area.  Small  towns  have 
often  joxpqrted  their  most  creative  yo\ith,  but  they  cannot  survive  if 
they  encourage  the  least  cajmhle  to  stay  and  educate  the  most  intelli- 
gent to  leave.'  Modem  educatioi\  must  train  local  youth  to  take  over 
the 'economic  and  social  enterprise  of  the  community,  and  Federal 
programs  s^hould  encourage  this  by  favoring  loans  aiicl  grants  to  e.xist- 
ing  local  institutions  and  businesses  which  Avould  train  A^outh  .for 
continuity. 

"  Our  prograjns  should  also  provide  ne\V  wavs  pf  using  the  skills  of 
the  experienced  in  community  improvement.  We  should  maintain*  the 
abilitv  of  institutions  to  continue  over  time,  to  cbange,  to  grow,  or  to 
remain  unchfenged^as  fits  the  needs  of  the  community,  A  small  lown 
with  300  elderly  people  who  live  in  their  own  homes  should  be  able  to 
"retaui  a  grocery  store  that  ^'^^^  deliver  food  to  the  many  who  have  no 
transportation;  post  offices  should  not  be  clo'sed  in  remote  places;  nor 
inns  and  other  service  facilities  be  forced  to  give  way^  to  higjhway^ 
rather  than  community-orien^d  needs. 

The  elderly  who  have  chosen  retirern'ent  iii  a  sma^  town  should  he 
able  to  depend  u|)on  local  resoi}Res  which  led  to  their  dc^cision  to 
retire  there.  E^conomic  aid  can  promote  continuity.^ 

One  of  the  ways  S,  2223  can  contribute  to  the  revitalization  of  small 
communities  is  ,by  taking  into  account  such  .social  values  as  these. 
Too  often  traditional  banking  institutiorts  have  been  unable  or  un- 
willing to  reijognize  the  social  })rofits  so  important  to  the  management 
and  clientele  of  small  community  businesses.  |^ 

THE  SMALL  TOWN  IN  EroLOGICAL  PERSPECTIVE        '  j 

Finally,  we  must  view  smairtowns  and  rural  areas  an  ])art  of  the 
social  ecology  of  a  Vegion  and  a  n^ation.  Scliolars  like  Baker  Brownell 
and  Wallace  Stegner  nave  pointed  out  that  in  addition  to  their  human 
qualities,  rural  communities  may  be  essential  to  the  Aitality  of  largo 
cities  because  of  their  role  in  ex})orting  creative  and  innovative  persons. 
But  there  have  been  other  tispects  of  urban-rural  relationships  as  well. 

Almost  everv'  agricultural  nation  has  had^both  cities  and  rural 
place's — sometimes  symbiotic,  sometimes  in  conflict  with  one  another. 
Yet  thf^ughout  history  it  has  been  the  cities  which  have  ri.sen  and 
falh^i,  which  have  suffered  most  from  overpopulation,  (liseaso,,  and 
frormtheir  indulgence  in  the  least  permanent,  things  of  life..  We  have 
^perienced  this  ])henomenon  here  in  America  in  recent  years,  but  on 
.  a  different  scale  than  in  the  Europe  of  ancie,nt  times  or  in  the  highly 
populated  countries  of  Asia. 

^  In  America  the  larger  cities  long  ago  outgrew  a  scale  of  organization 
in  which  men  responded  quickly  enough  to  correct  iiavigatioruil  errors 
through  the  flow  of  time..  By  now.  we  should  know  that  our  urban 
swic/tems  scarcely  react  to  the  courj^es  set  by  ho])|pful  planners;  we  had 
ample  warnino:  of  the  future  with  the  mtissive  gjtowth  of  suburbs  after 
World  War  II.  The  same  process  goes  on  today;  yet  we  too  often  fail 
to  see  that  the  problem  is  bound  ^nth  more  basic  demographic  links 
between  cities  and  rural  life. 
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Whj5fc\cities  ^ave  f)Fosj)er(Hl,  they  have  always  drawn  upon  the 
resdurees  of  a  viable  eonutryside  for  their  oxistenc'e.  Most  (wisted  first 
as  tradilipr  centers  for  riiral  ])rodiicts,  then  lus  ])laces  for  the  absorption 
of  exeess  rural  ])0|)ulation.  As  AmerieaflW^ities  of  the  19th  century 
grew,  they  iiu-rea^ed  their  cmiiumi)tion  of  rural  products,  hut  discardeH 
their  role  as  trade  centers  among  rural  dwellers.  Increasing  urban 
popalattons  produced  new  iiuiovations  that  for  a  wlyle  enhanocHl  the 
patterns  of  ruraUife  iis  new  technologies  fed  back.to  tKe  countryside. 

But  hearly  a  century  ago  one  could  Have  pre.dicted  the  rural 
dilemmas  oC^  today  be(^ause  this  symbi\)tic  relationshii),  between 
'  country  and  city  increasingly 'became  a  web  of  technological  rather 
than  human  dorainarice.  The  ideologies  that  we  have  sitice^siiun  have 
broken  the  delicate  strands  tliat  boutid  city  and  coVmtry  into  a^single 
ecology.     ^  *  "  * 

•  'By  th^  lat,®  decades  of  the  19th  century,  technoloj^y  increasingly  ho- 
camq  the  basis  of  farmiog:  the  more  wealtl^yincreased  production  by 
ma^chinery,  an'd  the  poor  tried  to  compete  by  bearin'g' large  families  foV 
'  ^  labor  resources.  A  continuing' exodus  to  the  cities  was  the  result.  The 
purpose  of  life  in-the  countrysicje  wus  Uo  longer  the  human  pleasj^ire'of 
Iiving,'but.'tHe  frustrating  task  of  nuiking  nu)ney  as'au  intermediate/ 
•    '  ste])  in  the  process  of  seeking  pleasure. 

The  cure  for  our  countryside  debility  must  involve  a  revitalization 
of  the  human  relationships  and  thciunnan  vitalitV.that  once  (luortshed 
there.  Life  must  be  preserved'  aiut  iT-c  reated  on  a^^Jhi^uan  scale  where 
the  affairs  of  town,  village,  and' farm  are  closer  t'o  natlire  than  they  are 
to  the  technocracy  of  urban  life.  I 

Jn  the  past  century  we  have  created  a  ''myth  of  ultimate  design" 
-  '        toward  whicR  we  believ6  all  society  is  going.  In  the  1 9th' cent luv;  these 
desio:n.4  were  the  basis  of  many  small  Utopian  societies  and  even  of 
lar^r,  \yorl(hvide  moviornents  s"if(di      communism  and  Victoriatv*  per- 
^  fecti6nis^m.  Today  few' Americans  l;)elieve  in  this  ultimate  perfection, 
""^bift  \ye  do  believe  that  our  most  sacred  accomplishments,  our  doctrine 
^that  technoloFgy  arul  industry  can^  subdue*  nature  and  subordinate" 
"human  <H)mmunities,  must  be  spread  *to  the^farthest  glades  of  wtlder- 
-    ness  ahd  to  the  smallest  villages.  We  call  the  doctrin^  '-'progress";  we 
believe  it  is  good  but  we  know  neither  what  it  is  nor  where  it  ends; 

The  'Jmyth  of  \jhirfuite  design,"  the  creation  of  unified  society  in  the. 
image  of. the  city,  has  been  exported,  through  advertising  and  educa- 
tion to  the  remotest  corners  (>f  i*^;al  America.  The  "mass  society,"  as 
Arthur.  Vidich 'and  Joseph  BeTisman  have  called  it,  would  spread  the 
f       tentacles  of  urbari  failure  around  the  whole  body  of  America. 

A  cent  ury  ago  tha  cities  of  America  functioned  well  on  the  Utopian 
^     model,  planning  for  ultimate  sizes  and  sometimes  installing  utilities  for 
populations  not  yet  reached.  Today  we  encourage  .^U(*h  rapid  change 
that  we  dare  iu)t  predict  a  future  which  our  technology  is  sure  to  can- 
cel. Rural  America  can  no  longer  nu)rtgage  its  natufal  sereAity  and 
beauty  ami  sens§  of  human  community  to  the  whim  of  urban  needs. 
The  countryside  nuist  be  revitalized,  but  this  can  only  be  accom- 
^    phshed  if  we  strengthen  the  functional  and  fundamental  relationships 
between  city  and'country,  and  abandon  the  myth  that  cities  and  only 
cities  o^fer  the  model  of  tjie  good  life.  The  rural  village  is  not  an 
embryonic  city;  and  if  we  lead  its  residents  to  belipve  so,  if  we  provide 
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it  funds  to  build  in  thai  direction,  we  will  have  created  aJt>Bd  copy  oif 
the  city>  a  miniature  rural  center  of  urbanic  |)Overty.  We  will  not  have 
suc<;eeded  in  creating'  something  of  fu*U^  value,  but  we  \vi\\  have 
destroyed  a  nu-al  village.  c?^,  ^ 

As  Jjine  Jacobs  has  pointed  out  in  'The  Economy  of  C.'ities,^'  towns 
do  n6t  grow  into  cities  unless  they  are  able  to  create  and  develop  new 
kinds,  of  worky  new  innovations  that  are  fed  outward  from  \he  com- 
"  mimities  which  crea|ed  them.  But  this  is  not  possible  in  America 
t6day  because  the  unlimited  funds  of  urbai^  conglomerates  are  ready  to 
ingest  these  small  resources  long  before  they  benefit  the^communities 
which  spawn  them.  ,      •  • 

We  cannot  begin  to/revitalize  the,  cbuntrS^side  until" we  create  in 
,  rural  America  ])lace  for  the  small  farmer  and  the  small  independent 
businesshnan  tp  develop  free  of  the  intrusions  of  tax-loss  expansion  by 
corporc^tions  so  dim  in  foresight  that  they  can^nly  progress  by  buying 
uj)  the  creativity'and  livelihoods  of  others.  ' 

New  economic  programs  must  encoura'ge  the  small  busii^ssman  to 
remain  independent  so  that  his  services  fulfill  community  needs,  and 
so  that  he  can  continue  tb  take  profits  in  pride  an(^  hitegrity  as  well 
as  in  money.  Rural  America  will  suffer  irreparable  damage  if  the  way 
is  opened  for  more  corporation  intrusion  where  business  is  conducted 
purely  for  the  benefit  of  distant  investors;  where  emplovees  mock  the 
sense  of  community  with  programed  greetings;  an^I  where  local 
business  owners  who  arc  themselves  investors  iu  the  future  are  put 
into  competition  with  the  vast  resources  of  urban  conglomerates. 

It  is  the  locally  owned  and  managed  business  which  benefits  the 
rural  community;  the  branch  of  the  urban  supermarket  or  the  dictates  , 
of  an  outside  franchiser  leave'little  with  which  to  build  a  strong  future 
economy  in  the  countryside. 

Here  we  would  like  to  use  stories  of  two  small  towns  to  demonstrate 
specifically  why  we  see  urban  intrusion  as  a  cause  of  concern  for 
countryside  America.  .  r 

Our  first  experience  with  this  phenomenon  occurred  in  1967  just 
before  we  began  a  study  in  the  small  town  of  C\e  Elum  in  Washington 
State.  This  town  had  lost  its  pa}Toll  frtom  the  closure  of  coals  mines 
in.  1960  and  suffered  a  second  time  fr6m  the  continuing  decline  in 
railroad  activities  in  the  last  decade.  Stabilized  at  1,800  population, 
the  last  •remaining  basic  industry  was  a  locally  owned  lumber  mill, 
which  employed  sonje  45  popple  and  was  in  constant  operation  day 
and  night.  In  late  1966  the  company  was  awarded  a  Federal  contract 
foi>  lumber  amounting  to  several  hundred  thousand  dollars.  Within  a 
month  this  prosperous  industry-  was  purchasd  by  a  Seattle-based 
mill  whose  urban  managers,  oblivious  to  small  town  needs,  found  it 
profitable  to  close  the  mill,  fill  the  lumber  contract  in  their  urban 
plant,  and  to  sell  this  small  town  mill  at  a  scrap  auction  the  next 
summer.  Their  profits  came  from  the  tax  advantages  of  destroying  the 
livelihood  of  some  40  f amiHes  in  countryside  America.  Cle  Elum^s  un- 
employment fate  today  is  over  18  percent  and  the  old  people  there  are 
even  more  convinced  that  they  are  but  the  slaves  of  natfonal  principles 
and  practices  which  control  prosperity  or  destruction. 

The  naost  pertinent  question  that  legislators  must  answer  in  pro- 
posing bills  to  bring  new  vitality  and  prosperity  to  rural  places  is 
whether  their  efforts  and  the  expenditure  of  national  resources  will 
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create  only  temporary  or  elusive  iin[)roveinoiit  of  conditions,  before 
towns  and  farms  agjain  fall  victim  to  the  design  of  au  infinite  .prop^i'ejs 
that  feeds  the  giants  until  they  hurst  of  their  own  undigested  burdens 
or  are  provided  dyspeptic  cures  by  government. 

The  Cle  Elum  mill  is  not  an  isolated  incident  of  modem  economic 
waste.  The  influence  and  collusion  omH  ononiic  giantw,  first  in  industry 
and  now  in  agriculture,  has  a  long  hSitory  of  destroying  the  efforts  of 
r\iral  towns  to  build  a  future  on  the  integratioft'of  both  e^i^onomic  and 
human  values. 

Mr.  Chairman,  I  would  like  to  pause  very  briefly -in  my  prepared 
tjestimony  to  review  in  my  own  words  the  next  two  pages. 

On  oiir  trip  out  here,  we  came  by  uiotorcnr  in  order  to  visit  many 
towns  of  niral  AineHca  aii'd  stop  to  observe  first-Uand  what  is  happen- 
ing in  many  different  regions.  One  of  thej)laces  we  stdppedUyas  a  small 
town  ifn  southern  Illinois  on  the  Illinois  River.  Its  name  i§  Kampsville, 
and  it. a  town  of  about  450  residents.  It  Is  a  town  that  most  people 
passing  through — most  visitors — would  think  of  as  a  declining  town.  I 
comted  few^  small  businesses— two  gas  stations,  a  restaurant,  a  small 
bank,  a  bar  and  two  general  stores;  that  i«  about  all  that  remains. 

We  stayed  there  3  days,  and  talked  to  quite  a  number  of  people  in 
theitown,  including  the  grandson. of  the  founder,  whose  name  is 
ArtK^ir  F.  Kamp.  And  in  talking  with  this  gentleman  and  with  other 
pebple  in  the'' town,  it  occurred  to  many  of  us  in  the  discussions  that 
the  town's  decHne  from  some  700  or  800  people  about  three  decades 
.ago,  Mas  not  because  these  small  towns  were  out-of-date,  or  that  the 
Ibusinesses  or  industries  that  had  been  built  there  were  out-of-date,  but 
because  the  town  had  become  a  victim  of  other  industries — the  pollu- 
tion and  the  needs  of  the  pther  industries — in'  the  large  urban  areas. 

Now,  you  mirfit  immediately  contrast  the  fact  that  there  are  only 
400  residents  in  Kampsville,  with  the  fact  that  there  are  many  millions 
of  people  Hving  in  the  Chicago  area.  But  I  wondjer,  if  we  count  the 

Sqpulations  of  all  the  towns  along  the  Mississipf^i  River  and  the  Illiriois 
Liver  if  surely  there  aren't  millions  of  small  town  and  rural  people 
affected  by  these  same  conditionji,  *  ' 

In  Kamdsville  there  was  a  button  factory  that  went  out  of  business 
in  1915  whi^h  employed  about  40  people  iii  the  mill  itself,  and  many 
more  i^i  the  imussel  fisheries  along^  the  river.  There  was  also  a  small 
navigation  dJpm  at  Kampsville  that  provided  employment;  there  was 
a  gro\ying  orchard  industry;  and  there  were  several  fcsoi'ts,  since  the 
town  is  only  50  miles  north  of  St.  Louis.  There  were,  of  course,  farms 
and  many  other  industries  established  near,  this  community.  The 
^ieaths  of  these  industries  were  all  reliited  to  industrial  transportation 
and  ])ollution  of  the  river.  In  1900  the  Chicago  Sanitary  Ship  Canal 
was  cut  through,  and  by  1908,  the  ship  channel  throughout  the  entire 
Illinois  River  svstem  began  to  silt  because  the  current  of  tlie  river 
was  sloweil  considerably  by  the  construction  of  navigational  dams.  As 
a  result  of  this,  the  mussel  beds  were  completely  destroyed  for  a  time, 
whifch  made  it  impossible  for  the  button  factory  to  operate.  The 
increase  in  the  surface  elevation  of  the  water,  and  the  fact  that  the 
riverbed  was  constantly  silting  in  from  the  slowed  current,  eventually 
flooded  tlie  on  hards,  the  resorts,  and  often  the  first  foiu-  blocks  of  the 
town.  Today,  the  main  street  of  the/tSWrrii  far  back  from  the  shores 
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of  the  river,  and  though  there  are  many  business  buildings  remaining, 
busincssmea  point  out  that  thojr  are  almost  uniiihabituble,  as  they 
periodically  have  ut)  to  8  feet  of  water  iy  them. 

So  when  we  looff  over  the  economic  history  of  this  to\\Ti,  according 
to  the  residents — and  1  think  their  analysis  is  accurate — it  is  im|)08sible 
to  establish  now  indi^tQ'  there,  because  efforts  to  do  so  are  constantly 
being  destroyed  b}^ljhi  needs  of  outside  communities,  the  needs  of 

urban  communities^^^-7  '  . 

My  suggestion  for  legislation  at  this  particular  point — and -I  will 
probably  repeat  >it  somewhere — Is  that  the  economic  needs  of  larger 
cities  and  t>ie  economic  needs  of  large  industry  reallv  ought  to  be 
tempered  hy  a  social  conscience.  Something  in  the  legislation  ought  to 
be  provided  to  compensate  any  small  town  that  is  going  to  suffer 
from  the  establishment  of  distant  industries.  At  least  Kampsville 
has  suffered,  and  qo  one  has  even  recognized  the  [)roblem. 

I  ^11  retiJi'n  t(^.my  prepared  testimony. 

Legislation  mu^t  giv^e'a  new  independence  to  small-town  enter[)rise, 
f5<jus  it  on  the  needs  of  the  community  and  on  locafindustry  which 
exports  creative  things  not  subsidiary  to  cor|)orate  exploitation.  Ulti- 
mate economic  viability  in  the  small  community  must  be  cou])led 
with  a  policy  of  social  re8|)onsibilitv 

We  are  now  dealing  with  an  ecological  situation  in  which-  urban- 
based  predators  show  signs  of  devouring  small  towns  and  countryside 
-   America.  Like  many  wild  things — ^the  bald  eagle,  the  Bengal  tiger, 
and  the  whooping  crane — small  towns  are  being  destroyed  or  radically 
altered  without  true  understanding  of  their  unique  quahties.  li  is 

.  important  to  design  national  legislation  so  that  our  funds  do  not  i)ro- 
mote  urban  intrusion  into  functional  sn^all  town  lifeways.  In  general, 

c  we  believe  that  S.  2223  needs  Safeguards  so  that  its  benefits  accrue 
primarily  and  directly  to  local  areas.  It  is  on  the  basis  of  these^deas 
that  we  wo^ld  like  to  make  the  folloA\ing  recommendations  with 
respect  to  this  legislation. 

SPECIFIC  PROPOSXlS 

The  introductory  portion  of  the  bill  (title  I,  sec.  105,  7B  (1)-(18) 
and- title  II,  sec.  202,  3  A~0)  states  a  number  of  commendable  goals 
which  the  monetary  provisions  are  designed  to  bring  about.  But  an 
assumption  has  been  made  that  the  mere-provision  of  money  for  the 
develo^ent  of  economic  enterprise  will  unquestionabh-  br^ng  about 
these  ends.  From  an  examination  of  tlm^uses  of  present  |)roblems  in 
rural  towns,  together  mth  the  devastating  results^  of  urban  renewal 
on  communities  within  cities  and  the  destruction  of  small  farms  by 
programs  and  taxes  that  favor  agrifactories,  we  should  be  aware  of 
the  need  to  calculate  firm  relationships  between  social  goals  and 
monetary"  policy.  This  must  not  be'  left  to  administrative  action, 
where  it  is  less  publicly  accountable,  but  should  be  specified  in  guide- 
lines approved  oy  the  Congress. 

In  order  to  preserve  the  sense  of  community  that  Ls  essential  for  the 
functioning  of  a  small  town  and"  to  insure  local  benefits,  businesses 
which  are  locallv  owned  and  managed  should  be  given  specific  pref- 
erence in  applying  for  and  receiving  loans.  Loans  should  go  first  to 
'  Icfcal  businesses  and  not  to  relocated  urban  giants  who  will  infuse 
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highly  paid  executives  iii^  rural  life  on  the  pretext  of  hiring  a  tew 
rural  poor. 

There  should  be  greater  provision  for  aiding  businesses  and  other 
institutions  in  declining  tomis  on  a  short-term  basis.  For  example, 
a  toNVii  with  many  retired  people  living  in  their  own  homes  needs  the 
assurance  that  grocery  stores  nearby  continue  to  exist  as  long  as 
the  elderly  live  there.  Such  a  population  may  be  thus  concentrated  for 
10  to  15  years,  The  bill  should  allow  grants  to  such  small  stores  to 
^ssure  tht»ir  survival  iintil  they  are  no  longer  needed.  • 

There  should  be  an  active  program  of  technical  assistance  especially 
geared  to  small  business,  and  it  should  include  information  on  utiliza- 
tion of  limited  and  intercommunity  inarketingNireas.  Information 
should  be  available  to  small  business  based  on  sound  geographical 
and  economic  princij)les  such  as  that  of  the  "Functional  Economic 
Area''  outlined  by  Karl  Fox  and  the  ''Dis[)ersed  City''  studies  by 
John  Fraser  Hart.  The  technical  assistance  program  should  be  func- 
tii)nal  for  any  loc#lly  owned  business,  not  just  those  applying  for 
loans.  ^  ' 

Siifco  we  are  interested  in  stemming  outmigration  of  youth  and  in 
the  creatioa.o/ jobs  in  rural  areas,  we  should  subsidize  small  businesses 
through  lotHis  or  grants,  to  offer  jgh  training  to  young  people.  After 
a  s{>ecifie(l  number  of  years,  such  job  training  should  then  qualify 
the  trainee  .to  obtain  a  loan  under  this  bill  to  purcha.se  the  business  in 
which  he  trained.  This  program  would  also  hel[)  to  dev^elop  community* 
continuity,  and  stimulate,  an  evolution  of  local  business  institutions 
rather  than  the  more*  disruptive  paltci||L  of  death  and  closure  or  re- 
placement. We  would  also  ])ro[)ose  tharihis  manpower  training  [)ro- 
giam  be  supported  through  ties  with  local  .secondary  schools  and 
colleges.  ' 

There  has  been  a  popular  myth  that  iural  businesses  close  (and 
thus  eliminate  job.s)  tjechnise  no  one  is  willing  to  ifvc  withii^tTie  limite(l 
income  they  provide,  or  that  rural  living  is  no  longer  an  accef) table 
way  of  life.  If  this  myth  was  ever  fact,  it  no  longer  is,  for  urban 
dwellers  are  ra|)idly  discovering  that  the  costs  a|f  living  in  rural 
America  are  inuch  less  burdenso.me*  than  those  in  cities  and  suburbs. 
The  Congress  should  encoui;age.  this  movement  through  a  job-bank 
program  which  would  make  rural  job  openings  known  to  urban  dwellers 
who  aie  ready  to  tnk('  advantage  of  existing  rural  opportmiities. 

Most  rural  towns  are  free  from  tht*  dilemmas  of  cities  ])recisely  be- 
cause they  are  small  communities.  If  we  wimt  to  retain  tiu^se  values 
Avhich  axp. primary  structures  in  the  backbone  of  America,  we  must 
find  ways  to  pre^serve  the  human  values  that  come  from  contact  with 
the  naturiil  world,  and  from  a  [)hilosophv  of  life  that  focuses  on  man 
in  harmonv  with  the  things  about  him.  These  must  be  the  real  goals 
upon-^'hich  [)ublic  [)plicy  is  based. 

I  woulil  be  very  happy  to  elaborate  some  of  the  things  that  1 
touched  on,  or  to  answer  any  questions. 

Senator  Allen.  Thank  you. 

Mrs.  Denman,  do  you  caie  to  add  .something  to  your  husband's 
tCaStimonv? 

Mrs.  !De.nman.  I  believe  most  of  my  ideas  are  also  in('or[)orated 
in  thi^i.  ' 
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Sonator  AYkkv.  I  dan*  sav  u  lar^^c  |)cn'(Mi(a<r('  of  tlK'sc  ideas  ar« 
yoiiiN,  I  just  feci  like  you  had  a  whole  lot  to  do  with  tlu*  illicit  into 
this  viT\  fine  dissertation,  on  which  I  con^-atulate  \ou. 

Mr.  I')knma\.  IndcM'd,  ttiey  are,  sir.  i 

Senator  Allkv.  We  a|)|)^eeiate  ver\  inu<-h  \  o»ir  eonnnjj:  before  (he 
eonnnittee  and  ^ivinjj:  us  the  henefit  of  your  views. 

Whni  is  tlie  Small  Towns  Institute  that  you  are  eonneeted  w ith? 
Mr.  Dknm.vn.  Senatoi,  we  did  a  stihly  on  that  town  of  (Me  Khun 
under  u  J^ranffroni  the  U.S.  I)(>[)ai  tnient  of  Lahoi  in  \^Mu .  And  after 
we  finished  the  study  of  the  eoinniunity,  we  felt  that  rescayeh  sliouhlii't 
he  ahont  on  slitd\  es.'  An<l  we  had  in  our  aeadenrie  connections  also  read 
ajrio,|t  iiund)er  of  research  u^poits  that  weie  reall\  not  hein^  used  to 
Jjieii  |)ro|)ei  efrectiv(»ness.  .^o  we  (leci(l(»d  that  what  ntMMled  to  hv  done 
is  to  nnike  acachMnie  riNeaich  available  and  useful  to  local  people.  It 
sliouUhi't  l)e  left  in  sinii)ly  the  terms  of  an  anthropologist  or  the  terms 
of  a  sofiolo<j:ist,  or  an  economist;  l)ut  it  should  he  presented  in  such  a 
wav  that  it  could  he  api)lied  efiVctively  in  tlie  locu!  community.  And  ^ 
so  we  decided  that  what  was  needed  was  some  way  of  ^ettinj^  this 
infornnition  out  to  the  small  towns,  out  to  the  people  whoc()uld  usc  it. 
We  tliou<rht  the  best  way  to  do  this  would  be  l)y  i^stablisjun^  a  non- 
'  profit  educational  institution,  which  is  w  hat  the  Small  To\Uis  Institute 
Js.  It  was  started  by  my  wife  and  I,  l)y  a  local  Kllensl)ur<^  businessman, 
the  chairman  of  tlie  lH)ard  of  one  of  the  local  banks,  tlie  cluurman  ()f 
the  economics  d(>pai  t  nu^nt'  of  our  colh^j^e.  and  by  one  of  the  nuijoi 
st(»ckholde.rs  of  the  (Me  Khun  State  Bank.  We  decided  that  we  would 
o;ather  up  all  of  the  information  t  hat<^\  e  could  find  on  what  was  hapjx^l- 
m<r  in  ('on<rress,  what  was  happenin<j:  in  th(»  economic  world  and  what 
w  as  ha^)penin<^  amon<j:  reri<i:ioUs  and  father  mstitution<,  and  put  this  in  , 
the  form  of  a  newsletter.  We  tried  to  evaluate  what  was  <i:oin<i;  on, 
not  to  make  decisions  as  to  what  should  be.  but  to  pro\ide  useful 
information  for  local  leaders.  For  example,  the  fact  that  S.  2223  was 
eomin^  up  before  ( 'on<2;ress  is  useful  infornnition  for  ])eople  in  a  small 
town.  Tlu^  should  reallv  have  a  say  about  it.  Most  people  have  never 
heard  of  tiiis  bill  alone  with  the  many  others  that  are  introduced.  So 
once  a  month  we  publish  a  newsletter  with  this  kind  of  news. 

We  also  ho])e  to  do  a  bit  of  ies(Nirch,  not  to  i)Ut  it  uj)  on  the  sluOveH, 
but  t()  l)rin<r  to<:(»ther  the  successful  pio<j:rams  that  n\v  bein^  accom- 
plished all  over  Ameiica,  and  hiake  the  results  available  as  we  would 
the  results  of  laboratorv  rcscaiclK  The  social  scientist  can't  create 
experiments.  He  has  t()  find  where  programs  ui'c  carried  out  an< 
whether  thev  are  successful,  or  not  successfid,  and  Use  tins  as^a  kind 
of  laboratorv.  For  example,  there  aie  some  eommunities  in  Aniorica 
where  urban  renewal  programs  luive  been  ver  v  successful,  like  Mon- 
tevido,  Minn.,  and' other  places  where  renewal  i)ro^M-ams  have  failed. 
If  we  can  explain  to  people  vhv  the  successes  and  why  the  failures, 
it  would  be  very  useful  toward  fielpin<2:  i)eoi)le  nnike  decisions  regard- 
inp  (Hrectiou  arid  chan<j:e  in  their  communities. 

I  mentioned  John  Fraser  Ilar-t's  stndy  of  the  dispci-sed  city.  Ihis 
"    stiidv  was  in  Indiana,  where  local  people  frequently  complamed  about 
the  ec(momic  (bchne.  As  he  did  a  study  of  the  cconoinic  flow  in  the 
several  conun unities,  lie  found  that  the  peiception  of  this  decline  \vas  a 
false  one:  in  fact,  what  had  hai)pened  was  that  the  econonuc  institu- 
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tions  had  simplv  (hanged  from  what  people  normally  expected  in  the 
small  iov^Ti.  Viable  busmessos  had  dispersed  themselves  among -several 
communities,  &o  that  in  one  couununity  hcjound  an  autombile  agency, 
and  in  the  next  one  a  large  giO(  ery  store  or  a  department  store  which 
^erved  several  towns.  If  you  weeded  out  all  the  failing  economic 
institutions,  and  took  all  these  eight  towns  together,  you  would  have  a 
dispersed  city  that  was  really  quite  healthy,  in  the  report  he  asks  why 
chambers  of  commerce  are  cora[)eting  against  one  another  for  ah 
economic  prosperity  that; already  exists  and  can  be  improved  if  only 
recognized. 

In  STI,  we  felt  that  this  i&  the  kind  of  information  that  communities 
need  to  share  with  one  another. 

Senator  Allen.  It  is  quite  obvious  that  vou  both  have  a  love 
affair  wnth  the  small  towns  of  America,  I  think. 

Mrs.  Denman.  We  do. 

Senator  Allen.  I  think  that  is  vpry  fine.  I  assume  that  EUensbum 
13  a  small  town. 

Mrs.  Denr^an.  It  is.  It  is  a  small  college  town.  It  has  about  13,500 
people,  including  7,000  students. 

Senator  Allen.  That  is  very  interesting.  These  7,000  students 
could  well  take  over  the  town  under  the  I'ecent  constructions  of  some 
of  our  voting  statutes  and  the  recent  amendment  to  the  Constitution. 

I  have  enjoyed  so  much  your  presentation  of  the  values  of  town 
and  country  America  and  the  role  and  the  necessity  of  small  towns  in 
this  country-.  It  is  quite  ob\4ous  that  vou  feefthat  Main  Street 
Amenca  is  the  backbone  and  the  life  blood  of  America, 

Mr.  Denman.  Very  much  so. 

Senator  Allen.  Vour  comparison  of  small  towns  with  urban 
areas  is  very  favorable  toward  small  towns.  And  this  sense  of  com- 
munity spirit  in  a  small  town  is  certainly  one  of  its  finest  aspects.  You 
feel  an  identity  with  the  town*  and  yoii  feel  you  are  part  of  it.  You 
know  everyone  in  town,  whereas  in'  the  larger  cities  you  might  not 
even  know  your  next-door  neighbor.  It  is  a  joke,  but  the  average  NeVv 
Yorker  is  not  a  native,  and  whenrthey  find  someone  that  is  bom  there, 
that  is  the  oddity.  And  the  sam^  thing  is  true  of  the  citv  of  Washington, 
most  people  are  from  small  towns  in  other  sections  of  the  country. 

It  is  obviously  youi;  thought,  and  I  agree,  that  the  small  towns 
liave  been  feeders  which  have  made  the  urban  areas  and  kept  them 
green  and  growing  by  their  ability  to  draw  from  the  cream  of  the 
small  towns.  I  wholeheartedly  agree  with  you  that  we  need  to  pre- 
serve the  identity  of  our  small  towns. 

Mrs.  Denman.  I  might  mention,  too,  vSenator,  that  we  feel  very 
strongly  that  the  city  life  and  suburban  life  and  smalltown  life  and 
rural  life  are  alternatives,,  and  it  is  not  that  we  think  that  everyone 
shonld  move  to  small  towns,  but  we  think  that  Americans  shoufd  be 
presented  \vith  a  more  viable  choice  than  they  have  been.  And  I  think 
this  bill  will  go  a  long  way  toward  increasing  the  alternatives  open. 

Senator  Allen.  I  think  so.  And  you  express  the  hope,  if  not  in 
these  w^ords,  certainly  in  the  spirit  tfiat  if  the  legislation  does  finally 
emerge,  that  it  be  charged  with  a  social  conscience? 

Mrs.  Denman.  That  is  correct. 

Senator  Allen.  I  do  believe  that  is  part  of  the  purpose  of  the 
proposed  legislation. 
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I  feel,  too,  that  it  m  to  maintain  the  drying  elements  and  attributes 
and  qualities  of  rural  America  and  of  Hmalltown  Ainerica,  tj^at  is 
surely  one  of  the  primary  purposes  of  the  legislation." 

Now,  as  tathe  suggestions  that  vou  have  matle,.!  assure  you  that 
thev  will  receive  the  careful  consideration  of  the  subcommittee  and 
of  the  full  committee  and  of  the  staff.  And  a  complete  record  will  be 
made  of  all  the  testimony  taken  here  today  and  all  the  hearings,  and 
each  Member  of  the  subcommittee  will  be  furnished  with  a  copy.  ^ 

We  appreciate  so  much  you  coming.  You  have  made  a  vory  valuable 
contribution  to  the  mission  of  the  committee. 

Mr.  Denman.  We  are  very  pleased  to  have  been  invited  to  testify. 

Senator  Allen.  Mr.  Jack  Hopper,  please?  ^ 

STATEMENT  OF  JACK  HOPPEE,  MAHAOEE,  TECHHICAL-ECONOMIC 
OROUP,  SPIOTLETOP  RESEAECH  CENTEE,  LEXINftTON,  KT. 

Mr.  Hopper.  Mr.  Qhairman,  I  have  a  WTitten  statement  which  is 
^more  in  the  form^of  a  paper.  And  if  I  may,  I  would  like  to  submit  it 
for  the  record  and  summarize  orally: 

Senator  Allen.  Tha^  would  be  fine.  We  would  a|)preciate  that. 

Mr.  HoppER>  I  am  Jack  Hopper,  manner  of  the  Techno-Economic 
Group,  Spindletop  Research  Center,  Lexington,  Ky.,  and  I  woqld  like 
to  discuss  some  of  the  findings  and  information  that  I  haVe  uncovered 
in  research  in  KeAtucky,  particularly  on  three  studies,  two  of  them 
published,  one  to  bo  published  in  December.  These  two  studies  are 
available  for  the  files  if  thev  are  neede<l.  The  first  study,  by  th^  way, 
is  entitled,  ''Banking  in  Kentucky,"  the  second  study  is  entitled 
''Credit  Trends  in  Kentuckv."  Both  of  these  were  done  for  the  banking 
commissioner  of  Kentuckv!^  The  third  study  will  be  called  "Financing 
and  Economic  Development  in  Kentucky,'!  and  is  being  done  for  the 
Kentucky  Department  of  Commerce.  It  will  be  fipished  some  time 

later  in  the  year.    '  .      i      .  .     ,         ui  ^ 

The  statement  that  I  want  to  make  is  related  fco  the  problems  ot 
.  finaucing  rural  development,  as  I  have  found  them  to  be. 
,     wSenator  Allen.  Would  you  relate  those  problems  to  the  i)en(hng 
.  legislation,'  then? 

Mr.  Hopper.  Yer,,  sir. 

As  a  matter  of  fac^t,  I  would  like  to  outline  jny  statement,  l^u-st,  1 
want  to  trace  the  flow  of  funds,  capital  funds,  between  loiral  and  urban 

'  wSecond,  I  want  to  examine  and  rev  iew  the  performance  of  the  rural 
financial  svst em.  "  /      ,     x  v  -  i    ^         i  i 

Third,  I  want  to  review  soin6  of  the  changes  that  1  think  are  needed  ^ 

in  this  system.  i     i  i     i ' 

And  then,  finally,  I  want  to  comment  on  how  the  Federal  develop- 
ment credit  svstem  would  improve  the  rural  financial  system. 

If  we  begin  bv  looking  at  the  flow  of  rural  funds  and  flo\y  of  urban 
funds,  we  will  find  that  rural  funds  flow  primarily  into  the  cities— into 
the  intermediaries  in  the  city,  and  into  investment  in  the  city.  Rural 
funds  do  flow  locallv;  in  other  words,  they  do  go  into  local  banks  and 
other  local  institutiouj^.  But  it  is  mv  feeling  that  most  of  the  funds  m 
the  rural  areas  go  into  the  cities.  Now,  they  go  to  the  stockmarket— 
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the  natiOTrnl  stockm.irkct  -tlic  bond  niarkc.t,  insurance  compuni.s 
Su"l     l''',        'f'-^^funds.  If  you  will  notice,  ino.st  of  these  are 
naUirully  have  an  outflow, of  rural  funds.  \ 

If  yen  look  at  the  reverse  (lou,  you  uill  find  that  there  is  some  flow 
n.^Jfl"  ^""''^^^'•^J  "••'>  'ireas,  but  not  so  nuich.  There 

migM  be  some  low  back  to  |ar<re  corporations.  There-are  some  .small 
amounts  that  flow  l.ackwani  fr.m,  Federal  len.liuf;  institutions,  but 
IS  my  feeling  and  under.sl andn.g  from  jnv  research  and  the  work 
nf  fnn  y  '  w"-'  '■''"''"'■••  J'  "n--(lealinf;  bore  with  a  one-wav  flow 

ot  funds--it  IS  an  outflow  ol  rural  funds  to  urban  areas.  This  su'-w'Ms 

they  might  be  able  to  if  tbin-rs  were  difrerent 

Xow  if.you  look  at  the  flow  of  urban  funds  again,  i.rivale  fun.ls 

fimrSv,""^  '""'^  J"-"'  n.ral 'al-eas,  voti  wili 

hnd  that  there  arc  some  ])articular  problems  with  some  of  t'he  insti- 

orEr  k  T'^  U  ">^> ">><■(',  m  stockbroker  will 

ordim  nly  liai  die  a  stock  issue  less  than  $r,0(),()nO.  No  municipal 
bon.l  h„u.se  will  float  an  issue  less  than  $r,()0,()()().  No  insurance  com- 
pany trust  fuiK  ,  or  any  other  large  institutional  lender,  will  ordinarifv 
v^loan  money  m  lumps  less  than  .$r.()(),()()().  These  tlye.'  areas  arei.rettV 
importanf  lending  an.l  equity  areas.  I  don't  want  to  uiftleremphasiz; 
the  pr()l)leni  of  eciuity  funds.  But  what  this  means  is  that  the  .small- 
and  mcdium-sizcd  businesses,  i)eople  who  need  le.ss  than  $500,000, 
are  rest rir ted  m  their  sources  of  funding.  You  can  see  the  problem 

haJo  too' manv'i^^""^^^  '"'"'"^ 

Senator  Allex.  You  are  talking  about  rural  funds.  An  individual 
haMng  funds  there,  he  has  no  choice  but  to  j^it  it  in  his  local  bank  or 

{nrt'ilJ  '^  'VV''  1^"'  'I  i'  ^vould  be  hard 

for  him  would  it  not,  to  do  anything  more  than  maybe  make  a  loan 
on  us  farm  or  somet  nng  of  that  .^ort?  There  is  no  concentration  of 
hat  im.ney.  It  wou d  be  a  small  bank  that  couldn't  service  any  of 
L  1        I  V    li  !'^''r.P<  a  cro.)  loan  or  two.  So  there 

is  a  haT<(  ship  there.  And  it  is  difficult  for  rural  money  to  be  utilized 
for  rural  development,  is  it  not? 

Mr.  Hopper  Yes,  .sir  I  would  say  that  we  are  talking  about  a 
gathering  problem.  It  i.s  bard  for  those  funds  to  be  gathered  locallv 
in  any  kindflf  volume.  And  I  have  touched  on  the  problem  of  banks 
here  because  there  is  a  senous  outflow  of  funds  from  the  local  banks 
to  tlie  urban  areas. 

.  But- 1  want  to  ^^ind  up  this  little  section  with  the  idea  that  rural 
areas  are  extremely  dependent  on  small  and  medium  businesses,  and 
will  be  in  the  future,  for  job  creation. 

Now,  the  larger  firms  and  the  ones  that  acp  able  to  come  in  from 
outsure  have  access  to  internally  generated  %nds  and  the  national 
money  market,  the  investment  market.  But  it  is  the  small  and  medium 
^l^n  nnr^  ""^Z  tap  that  market,  and  those  whose  needs  are  less  than 
•  »500  000  maj  not  have  access-io  internally  generated  funds.  So  we 
ure  dealing  with  a  financial  systim  in  the  rural  areas  that  is  a  little 
bit  different  from  the  national      th,e  overall  financial  system 

JVow,  this  rural  financial  system  has  fewer  kinds  of  institutions, 
and  probably  a  fewer  number  of  institutions.  I  mentioned  t^at  yoM 
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'  don^t  find  any  {Country  insiifanco  companies,  or  country  mutual  funds, 
.  or  country  pension  fuHtls.  Those  are  all  urban  types  of  institutions. 
But  you-  do  find  country  banbp  and  you  do  find  cdimtry  savings  and 
loan* associations.  And  al.so,  of  courV;o,  we  hi^ve  the  Stat(»  lending 
institutions  that  are  public  aixl  do  lend,  to  the  rural  users.  vSo  wo  are 
dealing  with  SBA,  EDA,  REA,  the  Farmers  Home,  and  also  vStato 
guaranty  and  State  lending  t^'pe  agencies.  They  an*  all  involved  in 
the  rural  financial  system.  But,  of  course,-  not  all  of  these  agencies 
lend  to  small  businesses,  nor  are  they  able  to  help  generate  jobs.  So 
if  you  empha.size  tfie  problem  of  job  creation,  then  I  think  we  have 
to  restrict  the  list  of  Federal  lending  agencies  to  SBA,  EDA,  and  REA,  • 
^and  maybe  one  or  two  others. 

The  result  is  that  we  arc  stuck  with  a  system  that  is  made  up  almost 
completely  of  smalltown  banks?  That  is  our  rural  financial  system. 
These  are  the  ini^utions  that  small  and  medium-sized  businesses 
are  going  to  depend  on  in  the  future  to  finance  their  gi'owth,  at  least 
to  a  large  extent. 

I^»t's  look  at  tluv  charaeteristics  of  these  rural  banks.  First,"^  these 
banks  are  usually  .small.  That  means  that  they  hav(D limittMl  banking 
^  services,  liinitcid  banking  facilities,  and  limited  e:sf'pertise,  and  they 
are  usually  a  one-man  af)eratioh.  They  ])iilbably  can^t  provide  the 
local  businessman  with  expert  advy-e  on  where  to  go  ^to  get  more 
monev^  The  problem,  of  course,  i^^  that  they  ha ve^ small  marRets. 
Usually  these  small  banks  have  low  amounts  of  money  in  loans,  and 
high  amounts  pf  money  in  Government  bonds.  In  other  words,  they 
are  exporting  a  good  bit  of  th(»  community's  money  just  by  this 
[)rocess  of  cons(»rvativ(^  Of)eration. 

A  second  charact(^ristic  is  that  th(\v  an^  v(Ty  seldom  aggressive 
competitors.  Many  of  these  banks  are  the  only  b^nk  in  the  county, 
and  hiany  of  them  are  the  only  bank  in  their  (•ommunity :  they  operate 
in  monopolist  markets.  They  have  been  operating  this  way  for  years 
and  years. 

Another  characteristic  is  tliat  these  banks  hav(»  conscTvative  lending  ■ 
""^-"phiclices.  Then*  is  nothing  new  in  all  of  what  I  am  saying  here.  They 
nav(»  very  c6nser\;;itive  lending  practices.  Tliey  have  a  tendency  to  use 
short-term  lending,  to  o[)erate  with  '/(to  risk,  to  be  very  proud  of 
the  fact  that  theiu  loan  loss  is  zero.  They  lend  to  familiar  people,  to 
kinfolk,  .seldom  to  strangers,  and  th(\v  an*  not  hiterested  in  loaning 
to  many  l)(^inesses.  They  may  be  \mfamiliar  with  many  businesses, 
especially  oftc  with  new  technology  or  one  that  is  out  of  the  ordinary. 

Let  me  i>oint  out  that  this  picture  is  not  true  of  all  rural  baidts,  of 
course.  TherQ^  are  numerous  small  banks  and  rural  banks  that  do  a 
great  job  for  their  communities.  They  do  a  tremendous  leriding  job; 
they  do  everything  that  most  of  their  customers  want.  So  we  are 
not  really  dealing  with  a  total  system  here.  But  at  the  same  time,  my 
feeling  is  that  the  rural  banking  systejn  looks  like  this;  this  is  typical. 

It  is  certainly  true  that  a  great  number  of  banks  are  small.  There 
are  parly  5,000  banks  in -this  country  out  of  14,000,  that  have  less 
thaiTsS  nulUon  in  deposits.  The  minimum  economic  size  for.  a  bank 
tooay  is  $10  million.  So  we  are  dealing  with  banks,  a  great  number 
of  them,  most  all  of  which  are  in  the  rura)  ai'eas,  that  simply  aren't  |> 
economic  in  their  operation.  They  ^<^an't  be,  they  never  have  been, 
they  are  not  ever  likely  to  be  economic  in  size. 
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Now,  t\\o  vi^ry  oxistonco  of  SHA,  EDA,  and  all  ihoso  othor  af>on(7o.s, 
more  or  loss  i)ro vos.  what  J  am  talking  about.  They  su^^ost  that  tliore 
have  boon  ^ai)s  that  have  nooded  to  bo  filled  in  \ho  |)ast,  that  have 
boon  fdtod  to  some  extent,  It  sugj^ests  that  if  rural  businossosaire  ^oinfj 
to  be  sui)i)ortod  finanoially  the  way  they  . need  to,  then  the  rural 
linaiioial  system  needs  to  bo  ox[)an(le(l  ahxl  imj)rov'ed.  ^ 

Hero  are  some  of  the  thinjis  that  1  think  rural  areas  need  for  maxi- 
ynum  growth  in  the  future.  1  think  there  needs  to  bo  niore  f.unds  put 
into  the  rural  financial  system,  1  think  thcTo  needs  to  be  more  rural 
financial  leaders.  I  think  that  rurah  Amenta  needs  more  financial 
loadershi[)  than  it  is  gettiivjjy  IU)W. 

I  think  there  has  got  to  be  better  use  of  rural  fund.s  that  are' out 
there  now.  In  other  words,  there  has  got  to  be  hsrt  Qutflow  of  those 
rural  funds  and  more  local  use  of  them.  t 

But  one  way  to  exjmnd  the  system    and  we  are  talking  about  ex- 
l)an(ling  the  system  on  the  one  hand  and  imi)roving  it  on  the  other 
hand    one  way  to  extend  tlie  system  is  by  creating  rural  ore  lit  banks. 
1  fool  it  would  be  a  ^reat  sto()  toward  improving  the  system.  I  want  to 
list  the  effects  1  think  it  will  have.  I  think  it  will  increase  the  amount  of 
funds  that  the  financial  .system  will  ha\e  available  to  it.  Of  course,  it 
will  bring  in  outside  fumfs,  and  they^will  be  more  availabfe.  1  think 
it  wil!  ])rovi(le  a  focus— and  this  is  very  important    1  think  it  will 
provide  a  focus  for  rural  develoinnent  for  everybody  to  see,  and  not 
just  rural  people,  but  urban  i)eoi)le,  too.  1  think  everybody  .will 
understand  tliat  tliis  is  something  we  are  now  committed  to,  mral 
development.  1  tliink  that  this  institution  will  stimulate  niral  financial 
lea(Iershi[).  And  the  rural  areas  are  desperate  for  this  leadenshij). 
Many  ])eople  out  there  don't  know  where  to  go  to  get  financial  sup])ort, 
either  credit  or  ecjuity.  I  think  that  this  new  system  woinld  go  a  long\ 
way  toward  helping 'improve  financial  leadership.  I  think  that  the  ^ 
new  system  would  provide  coordination,  cooperation  and  a  lot  o£^ 
ex])ertise  for  small  business  lending  that  isn't  available  right  now  out' 
in  the  rural  areas, 

1  would  like  to  comment  on  two  sections  of  S.  2223  that  I  think  are 
especially  important.  Section  501  puts  the  multicounty  ])lanning  and 
development  agency  right  s(]uarely  into  the  development  ])rocess. 
Now,  these  multicounty  agencies —  and  I  am  familiar  with  then\, 
because  we  liave  15  des^nated  in  Kentucky,  and  12  of  them  o])erate  - 
it  has  been  my  experri^ce  that  these  are  planning  agencies,  not 
(levelo])ment  agencies.  1  don't  believe  they  are  ever  going  to  accom])lish 
a  whole  )o^  until  thev  get  into  development,  until  they  begin  to  create 
new  jobs.  Right  m)W  they  are  drawing  U])  j)lans  and  getting  money 
from  the  Federal  Government.  Right  now  they  are  not  involving 
anybody -there  is  hardly  anyone  in  those  districts  wli.o^knows  about 
these  agencies  outside  of  the  city  where  they  are  located.  And,  of 
course,  hanks  seldoaj  know  anything  about  their  district  agencies 
because  Bankers  are  not  in\olvc<l  with  these  councils.  We  have  to  get 
the  financial  leadershij)  involved  in  these  nudticounty  development 
agencies.  Section  2223  I  think  will  do  it/ 1  think  it  ^vill  ])ut  those 
people  into  the  development  business,  that  it  \\ill  make  them  viable 
nnd  grow  and  it  will  be  the  answer  to  a  lot  of  j)olitical  problems  which 
we  have. 


1  would  like  to  comment  on  section  710,  which  provides  technical 
and  financial  expertise  in  the  rural  areas.  1  believe  this  is  badly  needed 
ripht  now.  1  would  like  to  give  you  a  new  twist  to  uiis  thinj^. 

Small  businesses  are  risky — they  are  risky  because  they  are  short  on 
technical  and  management  expertise,  and  by  definition,  a  lot  of 
lenders  won't  touch  them.  Now,  if  lenders  knew  that  these  small 
businesses  were  recei\ing  better  support,  technical  mtiim^ement 
support,  if  they  knew  they  weren't  so  risky,  they  mi^ht^l^  more 
incimed  to  put  money  into  them.  At  the  same  time,  if  you  cahstrairi? 
the  lenders  to  assess  these  risks  a  little  better,  you  will  allow  them  to 
assess  what  they  think  their  risk  is  so  that  they  will  be  more  inclined 
to  put  money  into  these  ventures. 

So  1  think  these  two  sections  here  are  exti;jBmely  important,  and  1 
think  they  need  more  consideration,  maybe,  than  they  have  been 
getting.         ^   ,  '  '  ^ 

Now,  we  Qaid  that  the  rural  financial  system  needed  both  expansion 
,  and  raprovement.  1  want  to  talk  about  improvement  that  is  separate 
*  from  this  bill  fS.  2223Y  1  think  the  bill  needs  to  be  considered  in  the 
light  of  this  consideration  here.  To  improve  the  performance  of  the 
existing  ruralf  financial  system,  we  have  to  improve  the  performance  of 
rural  banks.  We  must  reorient  their  thinking.  We  can  do  this  in  two 
ways.  We  npust  reorient  bank  regulators  so  that  they  give  some 
authority  to  the  value  of  that  bank's  participation  in  local  community 
development.  They  don't  do  that  now. 

I  think  Congress  might  be  able  to  do  that  because  we  have  three 
Federal  agencies  involved,  the  FDIC,  the  Controller,  and  the  FED, 
the  Federal  Reserve.  All  three  of  those  agendes  are  examining  banks 
and  regiditting  banks  on  the  basis  of  liquidity  and  deposit  safety.  We 
needtOset  the  standards  so  that  thev  rec^uire  banks  t©  get  involved 
with  the  local  community.  That  should  be  a  consideration  in  the  ex- 
amination of  these  banks. 

^  The  next  thing  I  think  that  must  be^done,  is  going  to  have  to  be 
done  at  the  State  level.  We  have  to  expand  bank  market  areas.  In 
other  words,  we  have  to  expand  branching.  There  is  no  other  way  out 
of  this  situation.  We  have  to  expand  bank  markets  so  that  banks  can 
become  bigger,  more  competitive,  so  that  banks  can  provide  better 
service  for  their  community. 

We  have  made  proposals  in  both  these  Kentucky  studies  that  have 
stirred  up  some  storm  that  banks  in  Kentucky  be  allowed  to  branch 
outside  their  counties,  throughout  their  multicounty  jurisdictional 
development  districts. 

We  thought  that  this  would  serve  two  purposes.  Kentuckians  are 
extremely  insular  in  their  county  attitude.  Kentuckians  are  from'  a 
county  first  and  from  a  city  incidentally.  And  we  want'  to  have  these 

Eeople  think  about  broader  areas  for  developmept.  So  we  thought  that 
ranching  in  these  districts  would  allow  the  bankh  to  participate  in  all 
the  counties'  activities,  and  they  would  be  able  to  expand  through  out 
the  district. 

We  would  be  able  to  integrate  these  districts,  which  are  now  nothing 
hut  plannins:  districts.  We  would  inte^ate  thefft  into  economi<;  en- 
tities. We  felt  that  an  expanded  branching  system  might  be  the  thing 
that  would  help  do  that.  Because  as  it  stands  now,  as  the  banks  operate 
in  Kentuclty,  they  don't  care  anything  about  development  outside  of 
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tboir  coutUy.  'I'll  (Tc  is  ru)  flow  of  funds  l)('t\\(*(*Ti*l)anks  and  Ix'twcca 
counties.  There  i^  poor  rnol)ility  in  th(»  um*  of  fuiids  iti  the  State  right 
now,  and  we  would  like  to  ititetrrato  the  counties  into  eeonotnic  de- 
vel()j)inent  districts. 

\\e  have  aUo  reconunetided  the  allowance  of  holding  cotiipanios, 
which  are  not  le<ral  in  Ketitucky^ritrht  now.  We  think  that  whenever 
you  luive  rural  hankiti<r,  you  have  utiit  bankinji:,  because  rural  bants 
are  usuallv  too  sinall  to  branch.  So  if  you  can  allow  some  breadth  itt 
their  market  activities,  hirp'r  batiks  can  move  in,  the  sinaUer  banks 
can  oxpaTid,  and  the  whole  system  becotnes  more'  competitive  and 
KUj)])orts  the  develoj)ment  process  much'  better.  It  is  my  feelini^  that 
thi.s  is  absolutely  (>ssential  if  W(»  are  ^^xoiiv^  to  <i;et  the  maximum  from 
rural  (UM'elol)ment. 

The  new  system  proposed,  the  rural  development  credit  bank;  will 
go  a  lon<:  way  toward  this.  But  lei's  tu)t  kid  ourselves  we  are  trying 
to  wire  aroiftid  a  bad  svst(Mn,  and  we  W^trying  to  supj)lenu'nt  some- 
thhig  which  is  not  working  very  well  right  now.  We  nee*^  to  do  both, 
we  need  to  supplement,  and  we  [?ced  to  make  it  work  bettev. 

If  I  could  sumhiarize  what  I  have  said,  1  think  that  the  sintm^s  an<l 
the  volume  of  ca|)ital  funds  available  to  rural  areas  and  their  rural 
(levelo[)inent  are  too  low,  and  need  to  be  increased. 

I  think  that  small  and  medium  busiiiesscs  are  going  to  have  to  pro- 
vi(U)  much  of  tlu*  developmctit  in  rural  areas. 

I  think  that  rural  busin(»sses  an*  highly  dependent  on  a  rural  financial 
system'for  their  growth  and  expansion,  atid  I  think  we  are  talking  about 
dependence  on  rut^l  aiul  lo(*al  hanks.  I  think  thai  the  rural  fiiiaiicial 
systiun  does  not  serve  rural  businessmen  as  well  as  it  should.  I  thinft  it 
needs  to  l)e  improved  and  (*xpande<l. 

Last,  I  think  the  rural  deveh)pinent  credit  sy.stem  and  those  term^ 
banks  that  are  j)raj)Osed  would  be^i'inajor  im[)rov(»ment  in  providing 
the  kind  of  financial  sUj)port  that  small  busiiiesscs  are  going  to  need  to 
make  tin*  rural  areas  grow  and  deV(»loi)  in  the  future. 

Thank  you  Mr.  Chairman. 

(The  prepared  stat(»ment  of  Mr.  noj)|)(»r  follows:) 

StvTKMKN'T  of  Mil.  liOPPIlH 

Thi^  statement  (li-^cu^scs  [)rohl(»inH  of  firiiiricinp;  4h(»  rural  dev<'loijnient  of  Amer- 
ica. It  examims  th<»  sourcer,  of  new  jo[)>  uiul  t  lie  CHpituI  ftmds  ruMuJed  to  support 
"J^^hcwe  jobs.  On  the  l)asH  of  reseiircli  in  Kentucky,  it  chanicicrizcs  th(>  rural  firuincial 
syst(>m  and  it^  shortcomings.  The  >>tatemcnt  prf)i)o--c^  s('v<»ral  changes  that  an? 
oncM'dcd  for  the  nystcm  to  he  <'ir(H'trv(»,  and  supports  t>h<>  ne<»d  for  a  nesv  rural 
financial  institution  >uch  a>  the  F<'deral  Rural  l)(>velo]>mcnt  Credit  Svsteiu, 
pro}>os(»(i  in  S.  '2'2'2l\.  o         ^  ' 

puohlkm  \\i>  c  vxjsk  " 

Enif>loyment  in  rural  iirea^  ha.4''al\va\'s  dc^pcuded  almost  eornpletely  on  agricul- 
ture, either  (iirectly  on  the  farm,  or  in(lir(M'tly  in  servicing  the  farm* community. 
The  (iecline  of  aj^ricidture  a^  an  employment  base  means  that  commerce  and 
industry  mn^t  })rovide  nenrly  all  the  additional  (*mployrn<»nt  if  rural  ar<'as  expect 
to  stop  th<'  loss  of  their  ])opulation. 

Small  busimsscs  locate'!  in  rural  areas  encounter  dilficidty  in  obtaining  t  he  funds 
they  heed  to  create  new  jobs  beciuis(>  of  two  factors; 

CI)  Sinall  business<»s  everywhere'  hav(»  higher  risk^,  and  lender^  avoid  as  much 
risk  aspossible. 

(2)  Rural  busiin^ses  d(»pend  i)rimarily  on  an  inadequate  rupal  financial  system 
for  funds. 

The  attempt  to  increase  capital  f^nds  to  d<»velop  rural  America  mu-^t  aim  toward 
reducing  the  riskiness  of  small  ruraH)usinesses>  but  the  primary  eini)hasis  should 
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be  placed  on  expanding  thv  ability  of  th<^  rural  finandal  sy^t<'m  to  providi^  capital 

'^The  rural  financial  sYstoni  doi^  not  provido  onough  capital  funda  to  develop  the 
rural  econoinv  becaus^  thv  tiynivm  is  almost  coinplotoly  made  up  of  nmall  unit 
banks,  which 'in  too  nmnv  areas  fail  to  connect  thoir  local  roininuinUcs  to  the  capi- 
tal fund  Hvsiem  at  the  slate  aud  national  levels;  rural  banks  aeMially  exoort  rural 
r funds  to  lirban  areas.  In  many  areas  rural  l)ankerrt  do  not  have  the  knovvh^dKe  and 
experience  to  assies  the  risk  of  many  l)Usin(^<^,  they  ^rartt  only  those  hmna  that 
appear  riskh^s.  Small  business  rinks  could  be  reduced  and  assessed  if  more  technical 
oKd  financial  expertise  were  availal>le  to  both  lender  and  borrower  m  rural  areas. 
Numerous  studies  of  lankinj^  and  finance  have  tM«en  made,  mcludiuK  several  in 
^  Kentucky,  and  details  of^his  rescarcli  will  be  diHWissed  in  the  next  Hcction.  1  here 
has  been  less  research  on  the  relationship  of  finance  to  eeom)niU'  "^'^'^U*"":"^;.  ^ 
.     Manv  fortunate  comnuinities  have  been  abl^^to  compete  suTcessfully  in  the 
scramble  to  attract  lar«e  industrial  plants.  Unfortunalelv    most  r>»n"m";  iro 
have  not,  nor  can  thev  depend  on  large  industry  to  provide  the  new  jobs  that  are 
needed.  Most  comrnunities  must  expect  to  depend  on  small  business^  especially 
the  homt^-crown  varietv.  .         ^.i  -  c 

Rural  areas  will  depend  to  a  larj^e  extent  on  the  formation  an^i  expansion  of 
small  commercial  and  industrial  enterprises  for  the  creation  of  m-w  jobH.  lo  tne 
businessman,  the  most  important  element  ifVorminR  a  new  business  or  exnandinR 
and  existnu?  one  is  capital  fund;  and  any  atlempt  to  impnivc  rural  development 
must  deal  With  th<'  availability  of  busijiess  fundn. 

FlNVNClNG  DKVKLOPMriNT  IN  Kf.NTX'CKY 

Kentucky  has  a  number  of  large  businesses  wliich  tuivr  accesH  to  the  national 
capital  market.  Smaller  lirms  have  less  acc(»sH  to  stale  and  national  funds,  and 
I    the  small  iirm,s  ar*  quire  restricted  in  their  sources  of  both  debt^  and  *'M^»»t>  •  ^'^^ 
e^trictions  are  ^  much  a  matter  of  scale  economy  as  risk.  1^?;'  J^^'"^^ 
brokerage  firms  will  seldom  handle  a  stock  issue  much  below  ihoOO.iKM  ,  m  r  will 
thev  handle  an  industrial  boncj^or  municii)al  revenue  bond  issue  inuch  below  thin 
size    Insurance  companies  do  not  like  to  make  investments  in  ie>s  than  this 
amo'unt,  stud  trust  and  pension  funds  are  recpiired  by  law  to  invest  in  secuH^.a  of 
firms  with  hi^h  credit  ratings.  ^w«iir,^ 
Small  businesses  in  Louisville  and  I^'xin^ton  have  access  to  venture  capital  and 
to  intrastate  brokeratfi  firms.  They  have  access  to  very  few  banks  or  savinj^s  and 
loan  associations  whiS  make  Iour  term  business  loans.  Loui.vi  le  businesses  also 
have  acn-ss  to  a  mim)rity  enterprise  small  business  inA^tment  corporal  urn  an 
the  l^»uisviUe  Industrial  foundation.'  Small  businesses  h1(ve  limited  i^ccv^>  to  two 
'    federal  sonrces-^the  Small  Business  Administration  and  the  Kcononuc  I><;;;  >P- 
ment  Administration;  to  om«  state  source    the  Kentnekv  Indu-tria  l)<'velopment 
Authc)Vitv;  ami  to  one  special  scmrce^the  Business  Development  Corporation  of 
Kentuckv.  More  than  100  local  development  corporations  proyido  fniancial  sup- 
port forVnmll  industrial  tirms  in  the  state-  l>e^iplte  these  other  sources,  small 
business  has  been  shown  Uy%^  highly  dependent  on  banks  f..r  credit. 

There  is  almost  nothing  known  about  the  sourn-.  and  amount  o  ♦'H  '  >  Pr  >^ 
•vide<l  to  small  businesses.  Much  of  it  comes  from  personal  ^'^^  ^^f^V?  'V™ 
but  peve^al  dozen  stock  brokers  nrovj-de  an  unknown  '  .i;   f     i.  oar 

equity  funds  ome  from  both  rural  and  urban  investors,  most  of  the  funds  appear 

^''Stocrissue"  arTAigulated  in  Kentucky  without  regartf  or  interest  tfjh;:^^,!'^;.^ 
on  economic  development,  and  no  sti,die>i  have  been  made  to  assess  their  ffec^^^^^ 
Apparentlv,^ural  busim'sses  have  made  little  use  of  the  intrastate  e(,iut>  market 
in  Kentucky,  possibly  for  several  reasons:  (1)  the  securities  laws  ma>  be  too 
r^tric  ivrf2)  r  busin(^smen  do  not  have  adequate  inforniation  and  advice 
Lbout  this  method  of  getting  money,  or  (3)  small  businessm<.n  do  not  want  ^  give 

"^sTncf  small  rural  businesses  are  so  dependent  on  local  banks  ^ro^^^^^ 
KTOXvth  and  development  of  the  rural  areas  depend  on  a  highl>  dp  •'loped  and 
efficient  rural  banking  system.  Unfortunately,  rural  banks  in  Ken  ucky  as  a  whole 
^vTbeenThown  to  perform  relatively  poorly.^  In  196H,  Kentucky's  rural  banks 
loaned  59  percent  of  their  deposit.,  comWn^d  to  67  percent  for  urban  banks.^ 

^'^^^jU^Hop^^  and  L.  Randolph  McOce,  "Banking  In  Kentucky/'  Rpindl.top  Rpsearrli.  Inc.,  lOTt), 
The  loan  to  depcdt  fiffure  for  all  banks  in  tho  United  Stateo  was  75  pf  r  wnt.  * 
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«nH?^o.?^  °^  Kontiicky's  120  counties        savingH  and  loan  associations  Savinirs 

^         tut  hey  aoTrt  .Uv  d„°'i^t  ""on  "^'  ""'"'^  '"^^'Sage  money  to  buHinm.S^ 

uut  tney  apparently  do  not.  One  reason  may  be  that  in  the  rio  iowns         ^     t  o 

bankH  have  inter-locking  officers  and  direetorr  T^l  F^rtvls^rn"  or'the  sfate^ 
1 J5  b  &  Ls  are  interlocked  with  47  banks  " 
These  figures  fail  to  show/ of  bourse,  that  many  rural  banks  cive  outstanding 

Snabfe'  funT  other  t^rlh^""'"""''^ '  h?''^"^''  " «hort' of 

Uvpl»  a^H^Mf'  ?u    \     ^      the  same  or  ad  oining  counties  maintain  low  loan 

tuc&s^4i;'1?il*'Y  h"'''"'*^^  "^J^^  '^•-''^"^  bills.  In  1968.  34  orKen- 

Thll       banks„had  more  funds  .n  treasury  bills  than  in  loans. 

.    .  mInIZ:  KmT""      '  "        '"''^"^  ^''""'^  eive  rural  develop, 

the  stnictiire  of  banking 
detelopmi?^  awareness,  understanding,  and  coordination  for  financing 

trial  revenue  bonds;  almost-  none  make  long-term  loans  to  ^isiness 
'    ?;;r'l'^''r^c\^^''"^n'^  be  caUed  a  Stat  "Sta 

for  yeara.o  Many  rural  banks  continue  ta  be  run  by  elderlv  m.-rpast  retheme^^ 
^^^nlf"^,'"^™'"^  themselves  daily  of  the  bad  davs  of  the  1930'?^  The  lacTof 
competition  and  the  restricted  markets  have  res u  ted  in  an  c-xeoss  ve  number  of 
email,  uncom  pe^tive  banks  which  cannot  or  will  not  provide  inSnane"al  service 
th'nt  iltrUr:?^-  bimking  structure  perpetuates.  tK  coXons  and  in^^^^^^ 
that  rural  development  does  not  get  adequate  financial  support. 
rr,,nl  ^tifil.  ^.'^''ferent  banking  structure  would  give  better  support  to  develop- 
ment, other  changes  will  also  be  needed.  Financial  anti  businens  lead'r<  in  niral 
area-s  must  become  mote  aware  of  the  need  for  more  planninr  cooperation  and 
n  „vrd"e  fin  deye  opment  Not  enough  financial  iLtitutio^ns  Z^  involved  In 
«v»M?K?r  financial  leadership  for  community  flevelopment.  Rural  businesses 
available  sources  and  methods  of  debt  and  equity  funds.  ousinessos 
One  chronic  problem  seems  to  be  that  of  getting  the  financiers  interested  in 
develppment  planning,  and  getting  the  planne^'r^  and  developed" Tntere'tld 
financial  aspects  of  development.  Only  one  or  two  of  Lntuc^v^  rl  f.m^tio^^ 

reTderft"D?ovid:^ntnel?H'^^  established  a  committee  o'^dUr^Wan  "a! 
Ik,,  r.^-  ?  PI^X^*"^  finanwal  advice  for  district  planning  and  development  Noiie  6f 
these  dutricts  has  established  a  financial  agency  of  its  own  to  proiid^a  soured  of 
t^tLVi^  "'^Tk^  I.'"''*-"*  businesses.  These  multicounty  tfgSs  wTnev^ 
be  effective  without  the  active  participation  of  the  bank  and  savines  and  r™^ 
t"^™?'^"  ^".^.''''h^district.  In  Kentucky,  ^nanciaH  institution  leaders  a?^  ge^r^" 
unaware  of  the  district  councils  and  their  activities.  Kentucky  is  fortunate  in 
wh3^J^  ^^^1'  Kentucky  Ind^istrial  DevelopmenrRnanc;  Sorit 
th^r^tf^Ts^^-f h'f r'll''"  5'"  timtf  helping"  bu.sinesses  find  financing.  It  may  be 
thati  Htat«8  without  this  advantage  but  With  a  more  effective  financial  syHtem 

■  SrUl^fn^^  sTstm'fc^Lr^''"^''^  ^''•"'"^  ccordinatiorar 'wt^Sn.o 

^Joil^ir^''  ^j*^?       b«it?»  overall  study  of  financing  development  ihVAmerica 
S  atl°  of  Ke'nt;,::if  """^'k'  °/  ".^'^y^^^^^^  that  Snancla?  conditiX^rn  the 
■  ?^trictZ^nch£  ^^P""'^"  '"•'"y  ^^^^•''""y      thle  that 

FiNAMciNO  Development  in  the  Res*  of  the  United  States 
St<l(lies  of  banking  in  Kansas,  Minnesota,  Indiana,  Illinois  and  Annalachia 
and  other  states  confirm  that  limited  branching  leads  to    m°ted  comoet&a^^^ 

•  of  ^oTnLl 'r*r"*^l"'"'  ""^""i"'  ^J'"'^"^'  The  chiracteris^per  ormanc^ 
of  most  rural  banks  m  these  states  is  the  same  .  'low  loan  volume  hiah  vnlurne 
ui'^f"""^  1)01  hold  ngs,  reluctance  to  lend  to  unfamiliar  "of  bL^ne^Ts 
l^rrn«?KrrP/'"''"°"  '".community  development,  and  lack  oT awareness T^re- 
spdnsibUity  for  econonfic  development.  ^  avva.ciiess  oi  re 

 L  ^ 

toteoId?n^»'S'^mS  'iJ  Z"X^SLS"™        P^o"'"""  '"'™<=<»"'«y  branching  ,n  many 
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Manv  Htates  have  program^'  that  asHwt  in  their  efforts  to  attract  and  expand 
commerce  and  industns  23  8tat^8  have  buHines^  development  corporations  to 
provide  long-term  debt.  Eleven  Htate8  guarantee  loans  made  by  private  lending 
agencies,  similar  to  SBA's  guarant<>ed  loan  r)rogram;  six  states  operate  direct- 
lending  agencies.  Fortv-four  states  authorize  municipal  revenue  bondh. 

The  importance  of  finance  is  often  overlooked  in  these  efforts  at  industrializa- 
tion, howevA',  because  of  the  overemphasis  many  of  them  put  on  attracting  sub- 
sidiaries and  plants  of  large  firms.  These  businesses  generate  their  own  internal 
capital  funds  and  have  access  to  the  national  capital  market.  Industrial  develop- 
>  ment  agencies  generallv  give  less  emphasis  Uvdeveloping  new,  l^me-grown 
businesses,  and  in  helping  existing  firms  expand^ii'his  emphasis  is  natural  in  the 
political  climate  that  demands  impressive  short-run  ei^iployment  gams  at  the 
expense  of  more  balanced  long-run  development.  ,  .     i  * 

A  long  range  goal  to  encourage  small  business  is  esseiftial  (or  rural  development, 
and^very  state  should  give  atU'ntion  to  the  effectiveness  ofx^^e  rural  financial 
Bvstem  that  siipports  the  development  program.  .  ^  •  io-qh- 

'  The  study  conducted  for  Omgress  by  the  Federal-  Reserve  Board  in 
shaTwed  that  small  businesses  have  difficulty  finding  long  term  debt  and  equity 
funds  There  have  been  few  changes  since  lOoS  that  would  make  these  conclusions 
different  today,  even  though  a  new  institutional  form  of  equity,  the  small  business 
•  investment  corporaticm,  was  invented  as  a  result.  It  seem>i  apparent  that  regard- 
less of  the  success  of  the  S.B.I.C.  program,  it  has  probably  not  provided  much 
additional  equity  to  small  rural  business<«s.  .     ,      r    •  ^ 

The  securities  laws  in  the  United  States  belong  to  the  legal  profession;  develop- 
ment planners  and  economists  seldom  give  them  much  consideration.  The  people 
who  work  in  development  finance  seam  to^ive  little  attention  t<)  the  sources  and 
problems  of  finding  equity  fufftl^j/And  yet,  balance  sheets  that  show  higher 
equity  can  support  higher  debt;  the  proi)lems  of  providing  more  debt  for  develop- 
ment' could  be  partialFV  solved  if  more  equity  were  available. 

For  all  investment  ventures,  the  lower  tfae  risk,  the  easier  it  is  to  hnd  either 
debt  or  equitv  funds.  More  funds  would  be  available  to  rural  firms  if  their  ^^wners, 
had  better  planning,  economic,  and  business  skills.  More  funds  would  b(^  available 
if  lenders  an(J  investors  were  better  able  to  evaluate  risk.  Rural  borrowers  and 
.  lenders,  especfally,  need  to  upgrade  their  busines-s  skills.  1 

Proposals  for  Stimulating  and  Incrkasing  the  FinancialvSupport  of  Rural 

Dkvklopment 

The  America^i  economy  operates  as  a  result  of  the  decisions  of  private  '"d»vid- 
ualR  who  seek  economic  gain.  The  private  sector  controls  the  bulk  of  capital  funds 
•     and  their  uses.  (Jrtvemment  can  supplement  these  funds  ?ind  hel])  encourage  the 
direction  of  their  flow,  but  government  must  accept  tKc  primary  role  of  private 
control  of  lending  and  investing.  i  <    \-  fu 

The  government  can  plav  an  important  part  in  directly  supplementing  the 
volume  of  funds  available  for  rural  development  from  private  sources.  It  is  clear 
that  rural  areas  'are  not  able  to  generati^  as  large  a  volume  of  savings  as  urban 
areas  and  will  therefore  needr/fnore  funds.  The  trend  in  the  flow  of  rural  capital 
funds  has  been  the  same  afi  the  trend  in  the  flow  of  rural  population— to  urban 
areas.  Reversing  the  flow  of  funds  is  not  likely  to  occur  without  a  dramatic  move 
tb  indicate  a  national  change  in  values  and  goals.  - j     r  « 

Probably  more  important,  however,  is  the  mnid  to  change  the  attitude  or  a 
more  impcirtant  group:  the  business,  financial,  and  political  leaders  in  rural  areas 
There  is  no  reascm  to  think'that  they  aro  all  committed  to  rural  development,  but 
&  dramatic  move  could  help  generate  the  necessary  change  in  attitude  in  both 
population  and  leaders.  "  '  a 

An  indicaticm  of  congressional  intent  will  be  necessary  to  provide  a  second 
important  change  for  rural  improvement:  an  improvement  in  the  rural  tinancial 
system,  and  in  rural  banks,  the  core  of  the  system.  Rural  banks  must  become 
larger,  more  modern,  and  more  competitive.  Above  all,  they  must  accept  their 
responsibilitv  and »  importance  in  economic  development.  The  rural  ^^^n^ing 
structure  slu)uld  be  changed  by  expanded  branching  and  by  allowing  holdmg 
companies  to  operate. 

»  "Financing  Small  Business."  Report  to  the  Committees  on  Banking  and  Currency  and  the  Select 
Committees  on  Sm»ll  Business,  19i58. 
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Multicoiinty  diHtricts  ran  be  strengthonod  if  di.slrict  bankH  wvj-a  allowed  to 
branch  in  aU  the  counties.  Banks  which  cannot  branch  out  of  thoir  county  are 
not  hlrely  to  be  concernod  with  the  economy  of  the  other  counties  in  their  dintrict. 
fhn        ♦  .  /  "'V  perpetuate  intereounty  rivalry,  which  prevents 

tne  district  from  beconiing  a  strong  economic  unit. 

The  attitude  of  bank  regulators,  especially  at  the  federal  level,  must  also  change • 
bank  regiUation  must  recognize  the  importance  of  banking  in  the  development 
process  Regulatory  agencies  should  consider  bank  performance  in  support  of 
local  and  regional  development  when  they  examine  banks.  Aggressive  lendins 
should  be  a  worthwhile  goal  for  banks,  in  addition  to  the  safety  of  depositor 

The  Federal  Rural  DEVELoPMENr  Credit  Sy.stem  and  Banks  jfS.  2223) 

r^^^^  institution  created  especially  to  provide  financial  support  for 
rural  developjnent  would-be  a  dramatic  indicator  of  the  need  to  rest^)re  a  balance 
to  national  economic  growth.  It  would  signal  the  intent  of  Congress  and  the 
^tion  t(,  a  redirection  in  values  and  goals.  It  would  foeus  both  urban  and  rural 

fhJ'^  T\''fl  i  -  '^'"''^  cievelopment  and  help  get  the  commitment  from 

the  pojiuUition  m  njjKareas. 

The  Rural  DevePy^ient  Credit  Banks  would  increa.se  the  amount  of  capital 
funds  available  to  rural  eoninierce  und  industry.  It  would  stimulate  greater  use 
of  rural  funds  for  rural  businesses.  It  would  stimulate  and  improve  the  performance 
of  rural  financia  institjitioiis  and  spur  them  to  provide  financial  lead<*rship  and 
assume  responsil,ility  for  local  development.  The  Rural  Banks  would  provide 
c/iannels  for  a  two-way  flow  of  funds  between  urban  and  rural  ureas  It  would  be 
a  rnajor  step  toward  equalizing  the  urt)an  and  rural  financial  svstem^ 

lwo'a.speets  of  S.  222:i  appear  to  be  particularly  important:  Section  .501,  which 
provides  technical  and  financial  assistance  to  rural  areas;  and  Section  710  which 
adds  a  financial  capability  to  the  imiltieounM'  development  agencies.  The 'availa- 
bility of  technical  and  fiiianeial  expertise  will  help  ussess  and  reduce  the  risks  of 
rural  businesses.  The  result  will  likcV  i)e  to  increase  lender  ami  investor  confidence 
and  increase  the  volume  of  capital  funds  flowing  to  rural  busim^sses. 

Ihe  addition  of  financial  ability  to  muhicountv  development  agencies  would 
help  redirect  their  emphasis  from  a  planning  and  political  orientation  to  that  of 
eccmomic  development.  These  agencies  will  not  be  given  a  full  trial  unless  thev 
are  integrated  into  their  regional  economies.  Thev  cannot  become  effective  bv 
preparing  district  planning  documents  and  acting  as  a  tool  of  grantmanship 
Ihey  must  also  participate  in  the  job-creation  process^Their  abilitv  to  advise  and 
tinam«e  rural  businesses  would  make  them  development  agencies *in  fact  a.s  well 
•  as  in  name,  and  give  thc^rn  the  power  and  foeus  that  they  were  originallv  intended  to 
nave. 

S.  2223,  to  create  a  Federal  Rural  Development  Credit  S\.stem,  would  be  a 
major  step  m  improving  the  (piality  of  living  in  both  rural  and  urban  areas.  It 
deserves  t^hc^support  of  everyone  concerned  with  the  qualit}'  of  life  hi  this  country. 
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Senator  AllExN.  Thank  you,  Dr.  Hoi)per.  I  appreciate  your  testi- 
mony. You  certainty  have  a  good  grasp  of  the  credit  structure  and 
the  credit  needs  there  in  your  area  in  Kentucky.  I  appreciate  your 
coming  and  sharing  your  knowledge,  or  some  of  your  knowledge,  and 
some  of  your  views  with  us.  ti 

I  wish'you  would  tell  me  a  little  biTab^^t  the  Spindletop  Research 
Center. 

Mr.  Hopper.  Spindletop  Research  is  a  nonprofit  research  organiza- 
tion established  by  the  Commonwealth  of  Kentucky.  And  it  is  com- 
petitive with  Southern  in  Birmingham.  It  is  one  of  a  number  of  regional 
not-for-profit  research  organizations,  unique  in  the  sense  that  the 
Commonwealth  established  it.  We  have  a  very  close  working  relation- 
ship with  the  Commonwealth,  but  we  are  not  controlled  by  it,  we  are 
independent  of  it.  So  we  are  seeking  research  contracts  wherever  we 
can,  because  we  have  to  break  even  or  make  a  profit  to  survive. 

Senator  Allen.  I  didn't. realize  that  Southern  Research  goes  over 
into  the  field  of  business  and  finance.  I  thought  it  was  strictly  engaged 
in  research  along  scientific  and  medical  lines. 

Mr.  Hopper.  Southern  has  been  in  medical  research  for  many 
years.  But  they  have  a  little  bit  of -economic  aijd  business  capability. 
1  think  it  comes  and  goes.  But  this  is  not  their  major  orientation.  And 
when  I  say  competitors  I  guess  I  mean  potential  competitors.  We  com- 
pete with  Gulf  South  in  Baton  Rouge,  which  does  very  much  the  same 
sort  of  thing  in  planning,  regional  and  area  development. 

Senator  Allen.  These  ai*e  multicounty  development  agencies,  if 
they  were  properly  implemented,  they  axe  designed  to  serve  a  useful 
purpose;  are  thev  not?  >  ' 

Mr.  Hopper.  'Yes,  sir.  They  are  designed  to  remove  some  of  the 
problems  we  have  in  having  too  many  counties.  In  Kentucky,  we  have 
120  counties.  One  of  these  counties  has  only  2,220  people.  We  desper- 
ately need  to  coalesce  some  of  these  political  subdivisions  such  as 
coimties  into  something  bigger  for  development  purposes,  and  tliese 
agencies  are,  in  theory,  good  vehicles  to  do  that. 

But  I  aQi  a  little  bit  disturbed  at  their  progress  so  far  with  the 
direction  that  they  have  taken.  I  am  sure  that  it  was  to  be  expected, 
but  I  am  concerned  that  the  agencies  have  not  involved  more  influen- 
tial people  such  as  bankers  and  other  financial  leaders  in  their 
operation.  - 

Senator  Allen.  Your  point  touches  home.  Because  recently  1  went 
with  a  group  of  Alabama  constituents  to  visit  a  governmental  agency, 
and  they  Were  suggesting  action  through  the  multicounty  develop- 
ment agency.  Some  of  them  in  the  delegation  knew  who  all  was  on  the 
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agency,  so  tJjp\-  ('alloil  ba('k  hoino'and  found  out  that  ono  of  tho  con- 
stituents in  the  (hde^ation  wtis  a  inoinbor  of  tJio  agem-v  back  homo, 
and  he  duhi't  even  reahze  it. 

Mr.  Hopper.  They  don't  seem  to  have  any  meaning.  It  is  a  peculiar 
sort  of  thing;.  You  have  a  lot  of  these  paper  or'f^ani/.ations.  In  Kentucky, 
we  have  two  or  three  that  aren't.  We  have  some  that  are  funding  arirf 
finaucing  and  entrepreneuring,  and  it  is  going  to  be  interesting  to 
watch  them.  Whether  they  are  successful  or  not,  thev  are  trying.  I 
figure  the  chances  of  their  success  are  better  than  some' of  these  others 
that  are  playing  a  game  of  grantsmanship,  which  is  what  most  of  them 
do. 

Senator  Allen.  Has  the  State  set  up  iiny  lending  agency  in  support 
of  rural  development? 

Mr.  Hopper.  There  are  a  number  of  States  which  have  a  series  of 
different  kinds  of  institutions.  There  are  23  States  which  have  passed 
legislation  for  organizations  called  business  development  corporations. 
They  are  long-term  lenders,  who  are  not  exclusively  devoted  to  rnrai 
areas,  but  they  are  available  to  rural  areas.  A  number  of  States  have  ' 
direct  lending  programs— Kentucky  has  one.  A  numbex;  of  States  have 
guaranteed  lending  programs  that  go  beyond  SBA's  len(fing  limit?t.  A 
number  of  States,  of  course,  have  industrial  development  bonds,  which 
I  said  seemy  to  be  better  for  bigger  business.  Some  States  are  trying 
to  encourage  the  small  busine.ss  investment  cori)orations,  but  they 
don't  seem  to  be  working  too  well  in  rural  areas.  There  is  a  limit, 
really,  to  even  the  Stat(e  organizations  that  are  trying  to  help  ruraf 
areas.  And,  of  course,  once  a^ain,  some  of  those  State  agencie^i  are  not 
III  rural  areas,  their  cmi)hasis  is  on  urban  lending.  So  even  some  of 
these  special  financial  systems  are  not  doing  the  job  that  we  would  like 
to  see  them  do  for  the  rural  areas. 

Senator  Allen.  How  well  do  the  ])resent  Federal  lending  agencies 
support  the  rural  development? 

Mr.  Hopper.  Well,  1  think  they  do  as  well  as  they  can.  But  they  are 
limLt<Hl,  first,  of  course,  to  funds.  They  are  limited,  second,  according 
to  their  program,  EDA  is  only  allowed  to  Jend  in  designated  areas.  In 
Kentucky,  less  than  half  of  the  120  counties  designated.  SBA  has 
drifted  over  into  a  guaranty  program.  And,  finally,  they  usually  de- 
pend ui;  a  local  bank  for  funds. 

Senator  Allen.  What  about  the  farm  credit  system? 
Mr.  Hopper.  The  FCA  doesn't  lend  to  business.  It  apparently  does 
a  great  job  iiji  agriculture.  We  fouiul  in  our  credit  study  that  in  1960  the 
FCA  system  held  22  ])ercent  of  all  agi'icultural  loans  in  the  State  and 
in  1968  that  figure  hdd  gone  to  35  percent.  Now,  in  contrast,  the  bank- 
ing system  held  46  percent  of  the  loans  in  1960,  and  the  figure  had 
drom)ed  to  40  percent  Jn  1969.  So  the  F('A  has  beenpickhig  lU)  lending 
slack  here  that  the  banking  system  did  not  pick  up.  But  the  FCA  does 
not  lend  to  businesses  and  it  still  leases  a  ga])  in  small  and  medium, 
businesses  lending  in  riiral  areas. 

Senator  Allen.  I  was  interested  in  comparing  both  3'our  own  com- 
ments and  Mr.  Dennnm's  comments  about  fhe  smalltown  institutions 
and  their  departure  from  the  scene.  Your  comments  were  along  the 
line  that  the  rural  banks  were  not  doing  an  adequate  job,  possibly  on 
account  of  lack  of  funds,  and  lack  of  know-how.  And  one  of  your  pro- 
posed solutions  is  that  there  be  some  way  to  work  through  the  rural 
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development  bank,  and  that  there  would  be  some  way  to  p:et  niraf 
funds.  But  it  seems  to  me  that  your  thouj^ht  of  branching  might  destroy 
some  of  these  smalltown  institutions,  or  certainly  weaken  them  in 
doing  a  good  job.  They  would  laj)  uj)  some  of  the  available  funds 
themselves,  making  less  available  for  the  smalltown  institution. 

Mr.  HoPPEK.  Well,  remember,  that  the  distinction  we  made  waa 
that  we  don't  get  too  far  away  from  the  local  community  with  branch- 
ing. We  are  jtaiking  about  district  branching  among  counties.  That  to 
me  18  still  sditof  local.  We  are  not  talking  about  statewide  branching 
or  national  Branching,  )ve  are  still  talkmg  about  branching  within 
almost  contiguous  counties.  I  have  a  feeling  that  banks  which  want  ta 
survive  and  can  survive  and  want  to  ^row'are  going  to  grow  in  that, 
environment  and  not  be  destroyed.  The  ones  that  are  going  to  be 
destroyed  are  the  ones  that  are  ready  tb  f%i  up  right  now,  and  there, 
.is  a  tremendous  number  of  those  in  existence.  Now,  other  people  can 
I  talk  jibout  the*  kind  of  branching  syst<»m  they  want,  but  this  is  mine. 
^  Mine  is  bound  by  economic  district  lines.  But  we  are  talking  about  an 
intercounty  flow  of  funds  and  intercounty  operation  of  the  financial 
8y>5tem,  And  if  you  consider  that  there  may  be  counties  short  of 
funds^  and  counties  in  the, same  district  which  are  long  on  funds,  it  m 
a  cmng  shame  that  you  can't  get  those  funds  transferred  back  and 
forth  between  those  banks  in  different  counties.  We  made  projections 
in  the  credit  study  as  to  the  credit  needs  of  housing,  agriculture,  and 
business  in  the  next  5  years. 

We  found  that  there  a  good  deal  of  variation  between  the  avail- 
ability of  funds  in  counties — and  between  counties.  Traditionally  when 
a  banker  doesn't  want  to  loan  the  money  out,  when  he  woftts-fctr-be 
liquid  and  feel  safe^  he  puts  his  money  either  in  a  correspondent  bank 
in  Louisville,  Cincinnati,  or  Nashville,  or  he  sends  it  to  Washington 
by  buying  bonds,  Now^  if  that  same  banker  could  move  that  money 
instead  to  the  next  county^  or  if  he  could  in  some  way  or  other  move 
that  money  around  the  district,  he  would  be  maintaining  the  local 
use  of  those  fumls.  That  is  what  I  think  .this  branching  system  will  do. 

I  am  also  sure — this  is  aside  from  the  issue — that  there  are  too  many 
of  these  small  banks,  and  a  lot  of  small  banks  don't  need  to  survive^ 
because  they  are  too  small.  We  are  talking  abo^t  nearly  5,000  banks 
.  that  have  less  than  $5  million  in  dej)osits,  and  we  have  to  see,  a  lot  of 
mergers  to  majte  this  system  more  viable. 

Senator  Allen.  Now,  I  note  on  j)age  4  of  your  prepared  statement 
that  better  rural  credit  sources  will  not  help  in  attracting  multi- 
national and  foreign  corj)oration8  that  generate  their  own  capital. 
Does  it  follow  that  if  rural  America  is  to  attract  this  kind  of  capital 
that  y(e  will  need  to  establish  a  kind  of  rural  location  incentive  nay- 
ment  or  some  dther  incentive?  Would  you  care  to  comment  on  tnat?^ 

Mr.  Hopper.  Yes,  sir;  I  think  it  is  obvious  that  the  market — the 
free  market — is  noticing  to  allocate  a  lot  of  firms  to  the  rural  area^.  I 
think  that  thei'e  are  some  kinds  of  firms  which  will  automaticalh^  go  to 
the  rural  areas,.  And  I  think  those  firms  don't  need  any  incentives.  But 
I  think  we  need  to  distinguish  between  the  two.  I  think  we  ought  to'' 
think  about  some  sort  of  incentive  for  the  kind  that  c^an  go  both  ways^ 
As  an  example  of  the  kind  that  can't  go  both  ways,  we  have  a  i)lant  in 
western  Kentucky,  the  Westvaeo  Co.,  where  the  local  community  put 
up  $80  million,  floated  municipal  bonds,  and  put  up  a  brand  new  plant 
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for  that  national  company.  And  yet,  that  nantxtial  (•oin[)any  caanot 
locate  in  an  urbun  area,  it  has  got  to  locate  in  soin(»l)o(lv's  rural  area. 
That  company  (lo(*sn't  need  that  subsidy.  But  there  ar(i  a  lot  of  simple 
type  operations  and  a  lot  of  clean-ty|)o  ofXTations,  and  a  lot  of  oi)era- 
tions  that  to  be  dose*  to  their  niarket,  w  iiich  would  save  money  by 
being  (;Jose  to  urban  aretLs,  and  they  may  deserve  to  bo  com[)onsated 
if  they  ate  going  to  ex[)end  th(»ir  mmu^v  on  trans[)ortation  and  lo(;ate 
away  from  the  urban  areas.  Yes,  sir;  I  think  we  need  to  be  judicial,  but 
I  thmk  there  may  need  to  be  some  sort  of  com[)ensation  in  some  eases. 

Senator  Allicn\  On  page  6,  I  note  that  you  find  considerable  merit 
in  the  f)rovision  of  subtitle  (d)  to  designate  and  utilize  financial  sub- 
sidies of  the  rural  develo[)meut  [)lanning  in  the  develo[)ment  districts. 
Would  v-ou  expand  on  your  evaluation  of  this  billin  that  regard? 

Mr.  Hopper.  I  believe  that  once  you  get  these  agencies,  these  multi- 
county  deyelo[)ment  agencies,  involved  with  lending,-  )vith  assessing 
lending,  with  reciuests  for  loans,  with  the  need  to  fund  businesses  in  the 
area,  1  think  that  th(;se  agencies  will  become  im[)ortant.  They  might 
becdme  so  im[)()rtant  that  many  county  governments  could  lose  their 
distin(;tion. 

Senator  Allen.  It  would  be  a  ste[)  in  tlie  right  direction. 

Mr.  HopPEFt.  Yes;  I  b(»lieve  if  we  will  do  this  W(»  ran  solve  two  or 
three  problems  at  one  time. 

Senator  Alle.v.  You  feel  that  that  is  a  definite  field  of  o|)eration  for 
rural  develo[)m(>nt  banks  contem[)latcd  by  tliLs  pro[)oscd  legislation? 

Mr.  HopPEFt.  I  beli(>ve  there  is  a  vacuum  in  funding  here.  When  I  say 
funding,  I  am  s[)eaking  of  credit  primarily,  altliough  ecjuity  is  a  \)vo\h- 
lem  we  haven't  (>ven  talked  about  much.*^This  .syst/m  won't  h(»l[)  too 
r  much  with  the  e([uity  [)roblem,  but  it  can  provide  advice  about  sources 
of  ecpiity,  and  that  is  im[)ortant.  But  I  believe  that  small  rural  busi- 
nesses have  so  few  sources  of  funding  that  we  just  need  to  offer  some 
more,  and  I  think  ttiis  bill  would  offer  some  more.  I  think  it  would  be  an 
important  movement  forward  in  i)roviding  funding  for  small  businesses 
in  rural  areas* 

^Senator  Allen.  What  is  your  availability  of  ec^uity  funds  in  the 
rural  areas? 

Mr.  HoppEFt.  Well,  the  rural  areas,  I  guess  it  is  fair  to  say,  must  de- 
I)en(l  mostly  on  j)rivate  sources- -on  the  personal  savings  of  individuals, 
Relatives,  and  tnis  sort  of  Unrecorded  funding,  which  we  don't  know 
much  about.  There  is  another  .source  of  equity  available,  the  Local  ' 
Development  (>\)rf).  Th^^  LD(1,  in  effect,  ca^rpjiiv^X  fonn  of  equity.  ^ 
It  builds  on  the  entrepreneur's  own  moneyi'.C^I^  allows  liim  then 
to  leverage  his  equity  with  two  or  th^e  ofer  lending  agencies. 
We  [)robably  need  to  get  into  the  issue  security  la^v^,  to  see  if  we 

can't  exj)and  the  ex))emption  funding'.  In'lhe  study  ^\V  are  doing  for  the 
State  of  Kentucky  right  now,  we  are  locfking  tvt  this  clpsely.  But'niost 
exemf)tions  h'mit.the  number  of  offerees  or  buyers.  I  think  we  need  to 
make  it  easier  and  chea])er  for  local  peo[)le  to  sell  stock  to  local  people. 
But.  that  is  iinother  issue,  I  guess.  ] 

Senator  Allen.  What  do  you  think  of  the  tax-free  revenue  locnl 
develo])ment  bonds  as  a  method  of  financing  [)lants?| 

Mr.  HoEPER.  I  must  confess  that  I  hav^e  a  miied  o[)inion.  The 
.  exam[)le  I  gave  of  the  Westvaco  Co.,  I  think,  was  an|}xtreme  example 
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of  how  the  syntein  can  work.  We  have  u  S5  million  lunit  on  boiulH  now, 
ami  my  offhand  <  omment— it  reallv  is  offered  without  having  done  any 
work  on  the  subject,  is  that  it  works  |)retty  Rood.  ^  ^  * 

We  are  dealhify  with  small  firms  and  medium  firms.  These  are  the 
ones  that  reallv  need  the  help.  I  see  no  |)oint  well,  at  tins  stagje,  I  see 
very  little  |)oint  — in  subsidizing:  the  major  corporations  wlnch^e 

foinp  to  locate  in  the  rnra%[ueas  anyway.  Subjtn  t  to  the  provision  that 
made  earlier  about  the  need  for  a  subsidy  If  firms  could  go  both  ways, 
there  mav  need  to  be  some  change.  I  think  this  system  has  been  faix  ly 
successful  in^some  areas,  but  I  have  not  assessed  it.  1  don't  know  if  it 
has  attracted  manV  mban  firms  into  tlie  rural  areas,  and  that  is  what 
we  were  trying  to  do^^What  we  may  have  doners  simply  to  attract  some 
rural  businesses  from  one  State  into  another,  because  not  all  States 
have  this  prograi^i  right  now,  and  not  all  of  tliem  are  as  successful  as 
others. 

So  to  re|)eat  my  answer,  I  think  I  have  mixed  feelings  about  this 
system. 

Senator  Allen.  These  studies  that  you  have,  would  you  make  them 
available  to  the  committee.  Also  yon  mentioned  another  study  that 
yon  thought  you  would  probably  go  through  with  before  the  year's  end. 
.  Mr.  HOPPEK.  Yes,  sir;  I  will. 

Senator  Allen.  If  you  woidd  send  us  a  copy  of  that,  we  will  file  it 
with  the  cdfnmittee. 

Afr.  HoPPEK.  I  will. 

Senator  Allen.  W^j  appreciate' very  much  your  testunony  and  your 
coining  before  the  committee  and  giving  us  the  benefit  of  your  views 
and  experience.  It  will  be  most  helpful  to  us. 

Mr.  Hopper.  I  am  [)lease<,l  to  be  liere.  Thank  you  very  much. 

SenatortALLEN.  We  will  place  in  the  record  at  this  pohit,  a  statement 
by  Senator  John  C.  Stennis  of  Mississippi. 

(The  statement  is  as  follows:) 

STATEMENT  OF  HON.  JOHN  C.  STENNIS,  A  U.S.  SENATOE  FROM  THE 
STATE  OF  MISSISSIPPI 

Senator  Stennis.  Mr.  (Muiirman,  I  appreciate  the  opportunity  to 

i)lace  in  the  hearing  record  a  statement  on  S.  222.S,  the  (Consolidated 
b^rm  and  Rural  Develonment  Act. 

I  am  a  co.sponsor  of  this  legislation.  I  view  it  as  urgently  needed, 
and  essential  to  the  revitalization  of  our  rural  areas.  The  latter,  ii\ 
turnj  is  essential  to  bahuued  orpowth  of  our  country  in  the  coming 
decades.  That  we  must  have  balanced  growth,  and  put  an  end  t.o 
the  urbanization  of  the  vast  majority  of  our  |)0|)nlation,  is  so  well 
accepted  in  princi[)le  that  there  is  no  need  to  belabor  it. 

The  President's  Task  Force  on  Rural  Development  recommended 
establishment  of  means  by  which  rural  areas  eould  have  great-er  access 
to  capital,  which  they  must  have  as  the  first,  and  most  difficult,  re- 
quirement for  develoj)ment  of  jobs  and  the  creation  of  local  economic 
growth.  Thisi^legislation  is  res|)onsive  to  the  recommendation  of  the 
task  force,  aiul  it  is  res|)onsive  to  the  •j)ra(  tical  problems  that  exist 
in  the  small  towns  and  rural  communities  of  our  conntrv  today. 

We  are  all  too  familiar  with  the  problems  that  have  been  caused 
by  the  vast  migration  to  the  <  ities,  and  what  it  will  cost  to  cure 
them,  if  indeed  a  cure  is  possible.  They  include  almost  ever\*  aspect 
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of  community  life— high  costs  of  living,  inadequate  trannportation, 
ghettos  poor  schools,  pollution,  high  crime  rates,  growing  welfare 
rolls,  the  unemployed  and  the  unemployable,  deteriorating  inner 
cities,  and  bankruj)t  local  governments^ — the  full  gamut' of  tremen-^ 
dously  expensive  and  frustrating  national  problems. 
"  Those  who  migrate  from  rural  aretus  to  tlie  big  cities  are,  of  course, 
iir  search  of  economic  oj)j)ort unities..  They  are  looking  for  jobs.  F'or 
the  most  part,  they  are  young  j)e0|)le,  who  may  not  wish  to  leave 
home,  but  are  forced  to  do  so  if  they  hope  to  prosper. 

The  State  of  Mississippi  increased  moderately  in  population  be- 
tween 1960  and  1970,  by  about  l.H  percent.  Nevertheless,  of  the  total 
of  S2  counties  in  Mississippi,  48  counties  declined  in  population.  These 
'are  rural  counties,  of  course,  for  we  are,  in  general,  a  rural  State. 
There  are  23  counties  in  Mississippi  that  the  census  indicates  as  liaving  ' 
no  urban  population.  That  is,  there  are  no  towns  of  2,500  population, 
or  more,  in  thone  counties. 

The  rural  problems,  then,  are  verv  close  to  us,  and  very  important 
to  us.  I  agree  with  the  Presi(h»nt's  Report  on  Financial  Assistance  to 
Rural  Areas,  where  it  says  that  **rural  dev^opment  is  primarily 
dependent  upon  expansion  in  nonfarm  job  opportunities^ in  rural 
areas.'*  There  is  no  way  to  create  the  jobs  without  providing<a  stim- 
ulus in  the  way  of  capital  investment.  This  bill  is  designed  to  do 
exactly  that. 

Mr.  Cl^airman,  in  the  Agriculture  Act  of  1970,  passed  last  October, 
the  Congress  committed  itself  to  a  sound  balance  between  urban  and 
rural  America  to  the  revitalization  and  development  of  ruraj^  areas. 
S.  2223,  the  Consolidated  Farm  and  Rural  Development  Act,  wiH 
make  great  strides  toward  fulfilling  that  commitment.  I  urge  that 
the  bill  receive  the  favorable  action,  of  this  subcommittee.  Thank 
you  for  receiving  this  statement. 

Senator  Allen.  The  subcommittee  will  stand  in  recess  until  9 
o'clock  in  the  morning. 

(Whereupon,  at  4:05  J).m..  the  subcommittee  adjourned  to  recon- 
vene on  Wednesday,  Sept-emner  22,  1971,  at  9  a.m.) 
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WEDNESDAY,  SEPTEMBEK  22,  1971 

F.S.  Sknatk, 

SX'BCOMMITTKK  ON  Rl  RAL  I )KVKL01»MKN T 
OF  tHk  (^JMMITTFJ-:  ON  AcJIJICn/Fl  KK  AND  FoRRHT^V, 

The  subcominittoo  mot,  pursuant  to  nu'oss,  at        a.m.,  in  room 
©Id  Senate  Offire  Building,  Hon.  Hubert  H.  Humphrey  (fliairitiaii) 
presidinf^. 

Present :  Seiuitoi*s  Humphrey  and  Hellmon. 
ALso  present :  Seiuitor  Hurdick. 
♦  Sonutor  IlrMiMiKKY.  We  will  now  open  the  hearings. 
Tills  is  the  serond  (hiy  of  our  heiirintrs  this  week  on  S.  222)5  inti-o- 
(lueed  by  Senator  Herman  Talnuidge  and  myself,  aiul  on  ameiulment 
^  No.  ir>J5  intraduml  by  Seiuitor  James  Pearson  to  the  [)en(Ung  Fjirrn 
Credit  Act  legislation. 

1  want  to  tnank  Senator  James  Alh^i  of  Alabama  for  sitting  in  for 
me  ye.sterday. 

STATEMENT  OF  HON.  HUBERT  H.  HUMPHREY,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  MINNESOTA 

Senator  Htmphrky.  Not  lon^  a^o,  this  suln'onuuittee  heard  te.sti- 
niony  from  an  eeonomist  who  su^r^e.sted  that  the  kiiule.st  thin<f  we  in 
Government  could  do  is  let  towns  of  fewer  than  50,000  people  die  u 
quiet  death. 

Now  this  ^entlenum  repn^sented  a  major  j)lannin^  organization,  and 
1  suppo.se  that  hecpmliliect  as  an  expert  in  certain  fields. 

lint  I  think  all  of  us  on  this  committee  would  a^reethtjit  what  he  said 
Mas  luui.sense. 

He  could  not  have  read  FSDAV  Economic  Kesearch  Service  ma- 
terial which  shows  that  small  towns  of  1,1)00  population  are  one  of  the 
faste.st  ^jrowin^ segments  of  our  Nation. 

Hut  he  also  missed  another  imnortaiit  point.  This  committee  as  welT 
as  the  [) resent  administration  believe  tliat  it  is  time  we  [)laii  for  bal- 
niK^ed  national  growth  in  America. 

We  still  hear  from  a  few  people  who  simply  don't  believe  that  there 
are  any  alternatives  to  urban  sprawl. 

The  re  are  others  who  say  that  the  trends  of  the  last  five  decades  ai*e 
irreversible — that  there  is  nothing  that  can  be  done  to  keej)  people 
f  mm  moving  to  the  met ropol  itan  centers. 

I  think  that  s  wron^r  thinking. 

A  number  of  respected  i)olls — by  Gallup,  the  Minneapolis  Tribune 
ami  otliers — show  that  most  i)eople  would  i)refer  to  livean  rural  Amer- 
ica if  the  opportunities  were  made  available  to  them  there. 
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L(M)k  at  tlio  ads  in  t\w  paiHM'S  for  inouiitain  pmporty,  ))eacli-f ront 
propci-ty,  ^^et  Hway-froni-it-all,  aiul  otluToscapc^  (IcvtOopinciits.  It  must 
f)('  puyiii<r  ofl'.  I  'uiidor-stand  tlu^y  take  yon  to  dituior  and  <rivc  you  a 
silver  toasiTvicT  or  HonH»thiii<r  if  you  l)uy  propci-ty. 

Why  do  people  flock  to  tiioir  own  little  plots  of  <rrass  iti  some  sub- 
nrl)  even  tliou;:;lj-Jluivmay  laek  many  amenities  like  ])arks,  sewers, 
and  ade<jtuite  fire  prote('tU)n7  l5?oiiuM)ne  oiH*e  ealled  them  "slur-hs."' 

T'uconti'oll(Hl  suhurhaii  developiruMit  rspail  of  a  system  that  iser*eat- 
iu^r  strip  rities  a l()n<r  our  coasts. 

1  helieve  stron^rly  that  there  is  a  future  for  rural  America.  I  he- 
lleve  that  our  farmei-s  can  he  assured  a  decent  iivin<(,  aiul  that  we  can 
infuse  in\  i»stment  ca])ital  into  the  small  towns  to.  [)rovi(le  a  div(-i*sity 
of  employment  of)poi-tuniti(»s, 

I  helieve  we  can  *rive  ]H»o{)le  what  I  call  a  '^Fre<Mloni  of  Resi(h*nce'' 
so  that  they  can  choos(»  where  they  will  live  latluM*  than  lM»in*r  litei'iilly 
forc(»d  out  of  their  honu^owris  be<'ause  of  hu'k  of  opportunity, 

(\  Phillip  l^aunu»l  at  Iowa  State  ruiveraty  Ext(»usion  Service jvv rote 
an  interesting^  paper  a  few  years  a<ro  that  nuike.s  an  im[)oi'tant  p<^iut. 

lie  wrot(»  that  in  th(»  (»arly  days  of  our  country,  the  availal)ility  of 
mitural  resources  ui  an  aiea  was  an  impor-taiit  fjutor  «rovernin«r  tlu^ 
location  of  iiuhistry. 

l-^ut  Tiow,  he  says,  we  luive  com[)lex  and  relatively  (»f[icient  trauspoi-- 
tation  and  comumications  systems,  which  means  tlmt  a  substantial  num- 
ber of  jobs  do  not  have  to  be  located  in  any  [)aiticular  place. 

Op  tliis  premise  Haumel  calculates  that  alM)ut  half  of  the  labor  force 
in  our  HH>  to  51 M)  metro[)()Litan  areas-  [)eo[)le  who  arh^Mipi^^ed  in  ( 
poi-t-oriented  work — is  composed  of  workers  with  joljs  wliich  can  be. 
located  anywh(^rc. 

As  we  all  know,' one-fifth  of  the  popubition  of  this  country  moves 
every  year.  And  Hamnel  estimates  that  out  of  a  total  labor  force  of  so 
million  worker's,  2  or  t\  million  peoph*.  a  year  could  be  influenced  to 
lo<*at(»  iji  smaller  towns  if  the  jobs  were  available. 

We  will  have  an  additiomil  100  million  people  in  the  next  few  vear-s, 
and  clearly  business  will  expand  to  serve  their  needs.  The  (picstlon  is, 
where  will  it  expand. 

I  believe  the  le<rishitioTi  Ix^fore  us  tf^ay  by  Senator  IVarson  and  mv- 
self  aildresHcvs  itself  to  the  be<rinnin<rs  of  a  sohitioR  of  the  problems 
confrontin<r  us  in  iv<rard  to  natioiuil  ^o\\i:h. 

Kural  America  is  starvin^j:  for  investment  capital.  In  manv  places 
you  <-aTrt  irivf  en()u<rh  cr(»<lit  to  buy  a  decent  home.  Thotisamls'of  com- 
TuuTiities  don't  have  water  and  sew(*r  systems,  Ixn-ause  th<*v  <'a!rt  ra\-^» 
the  money,  or  because  the  (Tovernment  won't  release  the  errant  mouev. 

Tlu^se  measuivs  we  are  discussinor  \yould  ijij<H't  new  inve.^tnuuit  caj)- 
ital  into  rural  America  and  offer  incentive  to  business  and  iiulustru 
to  locate  in  rural  areas.  '\ 

Kural  America  needs  more  than  rhetoric  and  flowery  [)romises  on 
the  luitional  growth  (juestiou.  It  needs  action.  And  that's  what  this 
le<rislation  is  nil  about. 

In  a  report  on  re^iomil  variations  in  economic^  <rrowth  and  develop- 
ment, the  A<rricultnral  Research  Service  concludes : 

Rural  development  problems  are  nniltifnceted  in  nature,  and  are  nof  likely 
to  he  >:r>lve<I  by  a  colby-tion  of  stn^jle  punwKse  programs,  vnvh  dire<*ted  nt  a  «ej?- 
jneat  of  tin*  (»verall  problem. 
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Kuther,  a  rural  development  program  la  nmled  nhich  inovt^  <»n  many  fri^its 
at  once,  ajid  «lmulUiuHm«ly  deaU  with  nmny  ^(^j^nieutH  of  the  problem,  b  lnUlnp4 
of  this  Kturty  Indicate  that  effort>wto  cloHe  Huch  n  «ap  nml  to  Involve  (uonll- 
natwl  jirognimH  relating  to  (juallty  of  the  hibor  force.  !ab(»r  for<-e  partlclimtion. 
iw-ul  pivernment  Kervlcen,  Industrial  occupation  mU,  hl«her-wnKe  jobH  and  avail- 
ability of  central  city  servicers,  to  r\iral  rcKldents. 

Both  of  tUi^o  propoisuls  here  today  stress  tliin  broad  ai)i)roacli,  treat- 
ing not  only  eominerciul  development  hut  vocational  training,  conimu- 
nity  services,  and  the  whole  (juajity  of  lite,  l^otii  proimsals  rely  lieav- 
ilv  on  regional  planning.  ^ 

'I  helieve  son»e  fonn  of  this  legislation  must  be  i>ussed  if  >vc  are 
really  j:oin<<  to  renew  the  countryside— if  we  are  really  serious  alrt)ut 
a  national  growth  policy. 

1  have  a  statement  from  Senator  Milton  Young  of  North  Dakota 
>vhi4-h  will  be  i)laml  in  the  reroi'd  at  tiiis  point. 
(Tlie  statenuMit  is  as  follo\\"S :) 

STATEMENT^OF  HON.  MILTON  R.  YOUNG,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  NORTH  DAKOTA 

Senator  Yoi  N(».  Mr.  Chairman,  may  I  take  this  opportunity  t()  ex- 
press hv  ai)precnition  to  you  and  other  membei^  of  the  Subeominittee 
for  vonV  prom[)t  action  in  scheduling  hearings  on  legislation  designed 
to  e'x[mnd  the  avaihd)ility  of  investment  and  development  capital  in 
rural  America. 

I  have  always  felt  that  the  basic  .strength  of  rural  America  has 
been  and  will  remain  in  agric\dture.  A  strong  agricultural  economy 
is  essential  to  maintain,  iu)t  only  rural  America,  but  io  a  large  (lep'ce, 
the  strength  of  industrial  America.  Directly  or  indirectly,  agriculture 
provides  more  jobs  for  Americans  than  any  other  occupation. 
Fannei-s  are  the  largest  consumei^s  of  [)etroleum' i)rodu<-ts,  chemicals, 
steel  ai|d  rubber  products.  Mainhii^unji:  ancl  in»proving  our  agricul- 
tral  (»conomy  can  and  should  be  o\ir  [)riiuary  rural  development  con- 
cern. 

A  brief  review  of  the  develonmcMit  of  this,  {he  greatcil  .lation  in  the 
liistoiy  of  the  world,  reveals  tnat  we  have  always  looked  to  our  nn-al 
arei^j  for  the  resources  to  m(>et  pressing  needs  and  to  spur  our  growdi 
as  a  nation. 

In  the  earl  V  yeai-s  of  our  national  life,  this  was  only  miturnl  as  tiiere 
was  un(levelo[)ed,  untamed  land  facing  the  nation  as  it  looked  west- 
ward. The  PVderal  government  recognized  this  need  ami  responikMl 
with  aid  to  lussi.st  the  railroads  in  .spanning  the  Continent,  with  Hie 
Homestead  Act.  and  similar  land  grant  legislation  to  aid  millions  to 
realize  the  dream  of  fai*m  and  ranch  ownership  and  to  settle  the 
land:  and  in  a  myriad  of  other  programs  designed  to  ()pen  up  the 
new  land  and  to  inake  its  pi*od\icts  available  to  {he  nation  aiul  the 
world. 

As  the  frontier  pa.ssed.  a  period  of  consolidation  took  place  and  the 
flow  of  people  into  tlu»  rural  areas  gradually  revei-sed.  An  expanded 
indu.strial  economy  demanded  a  larger  work  force.  The  rather  rudi- 
mentary cultural  "^facilities  and  opportunities  in  many  rural  areas 
raused  some  to  seek  a  livelihood  in  urban  areas.  For  these  and  other 
reasons,  the  nation  s  rural  areas  have  experienced  a  net  ont-nvigration 
for  tlie  last  .'^O  yc^ars  or  more. 
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We  nave  now  readied  the  point  where  70  i)ereent  of  our  {)eople  live 
on  less  than  two  pereent  of  our  hind  area.  Our  great  cities  are  fared 
with  erushing  soeial  and  eeonoinic  problems  that  tlireaten  to  (ingulf 
them.  More  and  more  of  our  people  are-ex[)rei5sing  dissatisfaction 
with  the  ({ualit y  of  life  even  though  we  enjoy  a  stanihird  of  living 
unprecedented  in  the  iiistory  of  the  worhl. 

At  a  time  wJien  we  arc  groping  for  sohitions  to  tlie  pr()[)hims  con- 
fronting our  urban  areas,  it  is  ratJier  incoitgruous  for  oiir  ruN4  areas 
to  be  faced  with  jnany  simihii'  problems  -often  for  the  opposite 
reasons, 

I)iminisb(;(i  jiopulation  in  rural  'America  has  led  to  the  decliny, 
abandoment  or  failure  to  establish  the  necessaiy  services  to  support 
the  standard  of  living  most  Americans  <lenuin(l.  The  lack  of  these, 
services  has  caused  nuuiy  i)eople  to  leave  tlie  rural  area.^  and  delay^'d 
or  [)revented  many  others  N'om  returning. 

An  even  more  basic  problem  exists,  howev<'i'.  This  is  tlie  lack  of 
emplovjnent  oppoi-funities  foi*  people  in  r\iral  America  today,  VAuh 
year  tjiousands  of  well  trained  youngineii  and  women  leave  the  liigh 
schools,  colleges,  and  miiver.sities  of  rural  America,  A  high  perccnt- 
agi'  of  them  are  forced  to  join  the  trek  to  our  urban  aiOas  beeaustAof 
the  limited  ()j^)()rtunFties  available^  in  rural  areas.  ^ 

In  recognition  of  this  most  basic  [)rol)lem,  Pres'ident  Xix(m's  Task 
Force  oji  Uural  I)evel()i)ment  made  a  number  of  far-reaching  j)ro- 
posals  aimed  at  strengt heniiig  rural  America  and  pi'oviding  a  better 
halanc(^  of  [)op\dati()n, 

(;pngre.s.s,  too.  has  reco^rui /,(.(]  this  ueed.  Title  X  of  the  Agricultural 
Act  of  1970 stated: 

**The  Congress  commits  itself  to  a  sound  balance  between  rural  and 
urban  America.  The  Congress  considers  this  balaiu'e  so  essential  to 
the  peace,  i)i'()Sj)erity  and  welfare  of  all  our  citi/>ens-that  the  highest 
priority  nnist  Ih'  given  to  the  revitalization  and  developjnent  of  rural 
a  rea.s," 

"  Fvural  development  has  been  a  s»d)jeet  of  discu.ssion,  debate,  re- 
.search,  and  review  for  years.  There  is  virtually  uiuv(»rsal  agre^^ment 
that  .stroiig  steps  need  to  be  taken-to  renew  the  vigor  of  life  in  our 
I'ural  areas  aiui  to  lay  the  gi'oundwork  for  national  growth  during  tlie 
balan(MM)f  this  centiiry  and  beyond.  TheVe  have  been  some  substantial 
efforts  in*  this  direction  in  recent  years  and  these  have  produced  a 
number  of  notable  results.  These,  however,  have  been  too  limited  in 
.sroi)e  and  too  few  in  Uiimber  to  even  dent  the  total  })rol)lem,  ^ 

1  feel  strongly  that  the  bills  l)efore  this  SulK'onnnitte(»  i)rovide  a 
framework  for  nie(»ting  one  of  the  mo.st  critical  needs  of  develof)ment 
and  cxpan.sion  in  onr  rural  areas— the  need  for  investment  and  de- 
velojuneiit  capital.  I  am  a  co-si)onsor  of  the  legislation  intro(hiced  by 
the  distinguished  Senator  from  Kansas,  Mr,  Peai-son,  as  well  asJS.  )1±2''] 
introduced  earlier  this  year  i)y  the  di.stinguished  Cliairnum  of  the 
S\il)co!nmittee  and  the  di.sting\i'ished  Chairman  of  the  full  Committee 
on  Agricultiire  and  Forestry, 

I  i\ave  joined  in  sponsoring  these  etfoj'ts  because  I  feelJlkise  pro- 
posals provide  a  vehiele  for  the  development  of  programs  t()'meet  the 
lUM'dsof  r\iral  areas  for  investment  capital. 

In  making  a  decision  on  the  selection  of  a  place  to  live,  Americans 
today  must  answer  n\any  eoniplex  questions.  What  are  the  employ- 
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meat  opportunities^  What  uiv  tlic  wx  ial  uiul  cultural  opportunities ? 
Are  educational  facilities  adeipiate^  These  aiul  other  (piestions  nuist 
be  answered.  Too  often  a  lU'irative  or  unfavorahle  response  to  at  l(»ast 
one  of  these  (jueHtions  rules  out  life  in  rural  America. 

It  is  my  hope  that  this  Committee,  working  with  our  collea^rues  in 
the  (  on^rre.ss,  with  the  K.\e<-utive  (h-partnients,  and  with  niterested 
frroups  and  individuals  from  tliroufjhout  the  nation,  will  he  ahle  to 
develop  le^rislation  aimed  at  dealing'  with  a  uuinher  of  tlie.s(»  prohlems. 

I  do  not  wish  to  portray  rural  life  as  unde.sirahh*.  Having  had  the 
opportunity  to  enjoy  it  as  an  active  farmer  f(jr  the  hetter  part  of  my 
life,  1  feel  there  is  no  hetter  place  to  raise  a  family.  Nowhere  else  vm 
one  feel  the  very  real  sen.se. of  renewal  and  f^rowth  as  the  s<»asoiis  pass, 
(fiven  the  support in^r  rleiUents  we  deem  es.s(»ntial  today,  .Vniencans 
can  realize  the  "^ood  life*'  to  an  extent  ]>n;.viously  undreamed  of  by 
a  return  to  our  rural  areas.  .  ,  . 

I  would  like  to  express  mv  appreciation  once  a^min,  Mr.  Chairniaii. 
for  the  effort  beinjr  put  forth  to  formulate  solutions  to  one  of  the  most 
basic  problems  we  face  today.  Then*  is  an  urgency  to  this  and  I 
sincerely  hope  that  we  can  move  forward  to  the  development  of  [)ro- 
eranis  that  will  provide  meaninfi:ful  and  workable  sobitioiis. 

Senator  Fli  MriiKKV.  We  an*  verv  |>rivilep»d  to  have  Senator  Strom 
Thnnnond  of  South  Carolina  with  us.  And  we  are  not  ^oin^'  to  take 
anv  more  of  lii.^  time  than  we  have  to.  We  are  ^roin^r  to  have  the  Senator 
])roceed  as  he  wislr(»s.  .  ' 

We  welcome  you.  Thank  you  very  nuu  li  for  coming.  Senator. 

STATEMENT  OF  HON.  STROM  THURMOND,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  SOUTH  CAROLINA 

Senator  Tiu  kmoM).  Thank  you  very  much,  Mr.  (Iiairiiian,  and 
gentlemen  of  tlie  committee.  ,     i  r 

'  It  is  indecMl  a  privile^rp  for  me  to  ap|)ear  before  the  SulM'ominittee 
on  Kural  F )evel()|)nient  concernin^r  u  subject  which  I  believe  is  uf  vital 
imoortancetothe  futuivof  this  country. 

I>resident  Xixon  has  recentlv  taken  bold  .ste|)S  to  ivstoiv  ohr  m)n 
omv,  and  he  has  called  u|)on  (  on^M-ess  to  hel|)  him  in  this  endeavor.> 
Ifowever.  for  our  economv  to  continue  to  |)r()S|)er  aft^u*  it  has  n^covered, 
it  is  im|)erative  that  we  i'mi)lem(Mit  the  n(»cessary  |)ro^M-aiiis  to  revital- 
ize and  .stimulate  the  economi(^  develo|)ment  of  the  rural  areas  ot  our 

country.  k  „     «  •  i 

Mr  rhairman,  in  the  A^M'iculture  Act  of  10<0,  (  on^n-ess  ircopiized 
the  need  and  committed  it.self  to  the  develo|)ment  of  the  rural  areas 
of  America.  In  title  IX  of  that  Act  (\m^n-e.ss  declared: 

The  ronjrn.HM  cM>mniltM  lts«-lf  to  n  mouiuI  Imiance  l»et ween  rural  nnd  nrlmn 
Vinericn  T}u>  (N)ntrreKH  ronsUlern  this  Imhuuv'so  CMsenthil  to  t\u^  ixmee.  pfosper- 
ity  a  ml*  we)  fa  re  of  aU  our  eltlzi^ns  that  the  hl«heMt  prioHt.v  munt  he  «lv.n 
to  the  revltaUKiiri(»n  arul  (l«»v«0<)pnUMit  of  rural  t\n*i\<. 

.  Recent  census  statistics  demon.strate  tl^^  (U)ntinuin^r  trend  of  |)o|)U^ 
lation  shifts  in  tbis  (H)untrv'fmm  rural  areas  to  metro|)olitan  centons. 
Pre^entlv,  over  7:^|)ercent  of  our  |)oi)ulati(m  lives  on  only  '2  |)ercent 
of  tlie  land'area  in  America.  It  is  estinmted  that'  if  this  trend  con- 
tinues, witlun  :M)  yeai-s  niore  than  two-thirds  of  ouf  l)eople  will  he  liv- 
ing? in  three  or  four  ^'iant  me^alopolitan  strips. 
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The  (luestion  ,tlint  must  l)e  aiiswvml  at  tliis  point  is,  "Wlmt  do 
these  statistics  menu  to  theqnalitv  of  life  in  America  C 

An  exiiminntion  of  the  ron(.litions  in  our  larger  cities  atfordfi  nil 
obvious  nnsNver  to  tliis  (]uesti|)n.  However,  the  migration  froin  rural 
to  urban  areas  not  only  places  an  unbearnble  burden  on  our  cities,  but 
it  is  also  n  major  fnctoi*  in  tliu  degradation  of  V)ur  rural  areas. 

Most  cit'ie.s  were  not  designed  to  acconnncnlate  the  mass  inMnx  of 
populntiou  which  they  aiv  ])resently  experiencing!  P^ven  the  most  prb- 
gresH^ive  and  economically  stable  cities  simply  cannot  keep  abreast  of 
this  influx.  The  n^sult  is  that  vitnl  servients  which  people  need  are 
not  {vvaihible.  Our  cities  are  d^^'nying  fi-om  within  becnuse  of  the  over- 
l)earing  burdens  up(m  them. 

Mr.  V  liairman,  the  problems  in  our 'cities  are  inilee<l  serious,  how- 
ever, they  are  recognized.  In  onr,  news  media  we  are  con.stantly  seeiiig 
and  hearing  of  thej)tight  of  onr  metropolitan  nreas.  In  <\)ngi-ess  we 
liear  continuous  oratory  and  nre  continually  called  ujmn'' to  appro- 
j)riate  funds  to  aid  our  cities. 

The  attention  our  cities  are  receiving  tO  the  exclusion  of  our  rural 
connnunities  hns  not  only/resulted  in  the  neglect  of  om^  rnrnl  popula- 
tion, but  the  answer  to  the  problems  in  our  cities  has  bejaiobscMireil  as 
well.  As  I  previously  indicated,  migratitm  to  urban  ceut^^ias  placed 
a  strain  on  the  vital  services  ottered  city  residents.  This  tr?ml  ha<  been 
even  nH)re  damaging  to  the  vital  sei-vices  needed  by  onr  rural  citizt^is. 
For  eiam[)le,  for  the  i)eriod  10()7-(>H  more  than  $000  was 'spent  per^ 
I)upil  in  urban  ai-eas  whereas  the  expeiulitures  per  pupil  in  rural  ai-eas 
were  more  than  $100  less.  In  1070,  t)ie  unen^i)loyment  rate  iti  airri^ 
cultural  work  was  7.5  jyercent  coni))ared  with  a  national  rate  of  5/2 
percent  in  other  occupations.  ^ 

Mr.duii  rinan,  tliere  is* an  imperative  need  for  programs  to  revitjilizc 
the  economy  of  tlie  rural  ai-eas  of  this  country. ^If  such  i)rograms  are 
initiated  the  ecoiunuy  of  our  country  will  be  greatly  benefited  and 
the  quality  of  life  ui  Anuu  ica  will  be  vastly  improved!  I^oth  the  rural 
and  the  urban  areas  of  our  Nation  will  benefit.  With  the  economic 
i-evitnlization  of  onr  rural  connnunities  these  areas  will  prc)s[)er  and 
the  ([uality  of  life  therein  will  l)e  improved.  This  imi)rovement  will 
carry  with  it  a  reversal  of  the  trend  of  uuiss  migration  to  the  cities  ^ 
and  wdl  enable  metropolitan  areas  to  catch  up  with  the  needs  of  urban, 
residents.        •  .  "i^ 

Mr.  (liairman,  the  way  in  which  our  rural  couunnnities  can  b?  eco- 
nomically revitalized  is  for  tlu?re  to  be  made  available  the  necessary 
Hnanci^^.for  economic  growth.  Available  capitjS  is  a  necessitv  and  t 
heartdy  endorse  the  puri)ose  for  which  these  hearings  ai-e  l)eingjield— 
to  fulfill  the  need  fof  rural  developfment  credit  and  inve^>tluent 
legislation.  , 

The  Presidents  Task  Force  on  Kural  Development  reco;n,ixod  " 
this  neef]#?ftnd  said:  "  ^ 

The  Task  Force  recommends  a  new  cmlit  institution  to  provide  rural  areas 
with  ^rreater  access  to  private  capital.  Thi.^t  institution— to  he  named  the  Rural 
Derelopnient  Credit  Bank— should  be  structured  in  law  as  a  wholly  new 
titlein  an  amendment  to  the  Farm  Credit  Act. 

•  The  distinguished  Senator  from  Kansas,  Mr.  Pearson, .drafted  thifi 
j)roposal  into  leftislation  and  I  was  a  cosponsor  when  it  was  introduced 
m  the  Senate.  While  I  am  a  cosponsor  of  the  Pearson  bill,  S.  742,  and 
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not  af  the  pending  bill  under  coifeideration,  S.  2*22«%  I  believe  that 
the  purpose  of  these  two  bills^s  the  same.  Th^  primary  intent  of  both 
is  to  provide  the  necessary  investment  and  venture  capital  for  the  iniral 
areas  of  our  country. 

Mr.  Chairman,  it  is  my  hope  that  your  subcommittee  will  act  favor- 
ably on  legislation  to  accomplish  the  primary  intent  of  S.  742  and  S. 
2*22*5  to  make  available  the  nex»esvsary  Imancing  to  revitalize  onr  rural 
economy.  To  that  end  I  pledgee  my  support. 

Senator  Hoiphri2Y.  Thank  you  very  much,  Senator. 

We'are,  as  you  have  indicated  hero,  ffiving  consideration  at  the  ^wne 
time  to  S.  742,  and  the  objectives  of  the  two  bills,  S.  742  and  S.  2223, 
are  identical.  And  we  welcome  your  support  of  this  intent  and  of  the 
basic  stn(cture  of  thisJegislation.  Obviously  by  the  time  we  get  through" 
with  these  hearings  Ave  will  make  some  alterations  and  Changes,  as  we 
all  know.  That  is  the  purpose  of  our  hearings,  to  find  out  how  we 
can  improve  it. 

Senator  Bellmon,  do  you  have  any  questions  of  the  ^^enator?^ 

Senator  Bellmon.  Mc.  Chairman,  I  would  like  to  ask  <jnly  one* 
question.  , 

In  your  statement  you  have  figures  comparing  the  cost  of  education 
in  rural  und  urban  areas.  Have  you  ever  seen  figures  compa.ring  the 
overall  costs  of  government  in  the  rural  areas  compared  to  a  Targe  ' 
city?  I  am  talking  about  the  costs  of  police  and  sewage  and  transpor- 
t^it  ion  and  *all  the  rest." 

Senator  Thi  rmond.  I  liaven't  seen  any  recent  figures.  Some  years 
ago  I  think  I- saw  some  figures  showing  the  cost  of  government  in 
cities  as"  being  very  much  more  than  in  rural  areas.  Byt  I  haven't 
seen  anvthing  recently  on  it.  ' 

Senator  Bellmon.  It  seems  to  me  that  the  Federal  Government 
has  a  real  stake,  aside  from  improving  tlie  quality  of  life  and  the 

[>roductivity  of  our  citizen*,  we  have  a  selfish  interest  in  trying  to 
lave  our  citizens  life  in  circumstances  where  we  C4vn  provide  tlie 
services  they  require  at  a  reasonable  or  even  a  minimal  cost.  I  have 
never  seen  figures  either  comparing  tlie  costs  of  government  in  the  ♦ 
various  sized  localities.  And  I  wonder  if  they  even  exist. 

Senator  Hi'mphrey.  You  may  recall  when  former  Secretary  of 
Agriculture,  Mr.  Freeman  tevStiHed,  he  gave  tis  some  figure^s  along 
that  line.  I  have  h^n  likewise  interested  in  that,  Senator  Bellmon. 
And  I  think  we  will  ask  our  staff  to  try,  through  the  Library  of 
Concrress,  or  the  Department  of  Agriculture  or  the  Department  of 
Housing  and  Urban  Development,  to  see  if  they  can't  find  some  more 
reliable,  credible  figures  that  relate  to  the  costs  of  services  in  com- 
munities of  different  sizes,  for  example,  in  a  community  of  5,000  as 
related  to  a  community  of  500,000  or  a  community  of  2,000  as  related 
to  one  of  2  million.  I  think  I  know  what  you  are  after.  And  I  brieve 
that  there  puist-be  some  very  important  stiitistical  data.  I  think  we 
could  get  that.  We  might  even  be  able  to  get  it  out  of  the  Census 
Bureau,  they  havp  figures  on  practically  everything.  We  can  che^ik 
it  out.  ' 

Sen^to^  Thi'rmoxd.  Generally  I  believe  it  is  true  that  the  larger  the 

Jfoveriun^t  the  grettter  cost  in  proportion.  Which  means  thut  if  we 
lad  more  communities  throughout  tl\e  Nation,  instead  of  piling  these 

Eeople  into  cities  and  urban  areas,  the  costs  of  government  should 
e"'much  cheaper. 
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I  know  down  at  Xortli  Anpista,  S.(\,  which  is  just  across  fron? 
Anpista,  (ia. — yon  are  familiar  with  it,  Senator. 
Senator  Hi  MeiiRKY.  Yes. 

v*Sonator  Tiii  rmond.  The  taxes  on  homes  in  Xoilh  Aupista  are 
probably  a  half  or  a  third  of  wlmt  they  are  in  Au^ista,  (la.  That  is 
hEK^anse  of  the  cost  of  city  services.  1  don't  know  whether  they  are  more 
efficient  in  North  Augusta  or  not.  Hut  it  seems  tliat  tlie  hi^^er  the  city 
t  le  more  patmna^e  and  the  more  exi)enditnre.s  are  required  to  openite 
al^verninent. 

I  doirt  know  wliether  you  have  ever  tliou^lit  ^d)out  tliis  figure  that 
I  brou^lit  out  about  the  fact  that  7:J  i)ercent  of  the  i)oi)ulation  in  tlio 
country  live  on  only  ±  percent  of  tlie  land  in  America.  Tliat  is  an  amaz- 
inor  fi^rc^.  All  tlie  land  we  have  in  this  <-()untry,  wliy  jam  people  uf)  in 
Xew  York  and  Philadelpliia  and  (^lica^^o,  wlien  we  c^m  ^^et  them  out 
in  the  open,  establisli  moiv  industries  an(l  have  smaller  communities 
around  ^  I  think  we  have  far  h^s  crime,  and  more  e^ciency  in 

t]ie  ^overinnent,  and  Iiealthier  livinpr,  and  a  less  polluted  environnient. 
And  I  have  often  thou^Iit  it  mi^ht  l)e  heli)ful  to  take  steps  to  (^iiblish 
cities  in  the  Soutli  and  tlie  Wi^t  wliere  tliere  is  plenty  of  land  available, 
and'encoura^  people  to  move  out  there.  And  it  nu'iy  be  necessary  for 
the  Goveniment  to  take  some  steps  to  ^et  that  ^oin^,  in  order  to  ^et 
peo])le  oqt  of  tliese  con^e.sted  areas  wliere  there  is  so  much  welfaiv, 
so  much  cnuie,  so  imich  pollution,  aiwl  S(vnmch  ^lisease.  And  it  is  some- 
thing, I  think,  that  this  committee  mi^ht  ^ive  some  thought  to.  ^ 

Seiuitor  Bkllmox.  Mr.  Chairnuni,  on  this  cost -of -government  serv- 
ices, I  saw  an  article  in  the  Sunday  paper  almost  2  weeks  a^o  which 
had  a  i)li6to«>:raph  of  this  new  hi|rhway  to  the  Pentagon.  And  the  i)et\ 
sion  that  wrote  that  article  says  that  that  1  mile  of  higliway  is  costing 
$5(5. 1  million.  And  this  impresses  me,  beciuise  the  State  of  Oklahoma 
has  a  total  of  $60  million  a  year  to  maintain  all  our  State  liighway 
systems,  that  is,  our  State  funds,  the  Federal  funds  that  come  in  for 
interstate  are  on  top  of  that.  J^ut  it  costs  them  as  much  to  build  1  mile 
as  it  does  to  maintain  tlu^  highwny  system  for  the  entiiv  State  of 
Oklalioma  for  a  year.     ^  * 

The  sa'nu*  tiling  is  true  for  the  subway.  It  is  %\\  billion  for  90  miles,  is 
the  figure  I  remember.  That  is  $38  million  a  mile. 

Senator  HrMPiiRKY.  That  is  the  earlier  estimate.  Senator. 

Senator  BKiii.MON.  If  we  could  somehow  lump  nil  these  ligures  to- 
gether— I  think  we  would  find  that  there  would  be  a  liuge  saving  to 
State  and  lo«d  governments  if  we  conld'cause  our  population  growth 
to  (M'cur  ifi  a  more  orderly  fashion. 

Senator  IIuMriiRKY.  Mr.  Tborton  of  the  ^^taff  has  indicated  to  me 
that  there  is  a  followiip  study  by  the  Advisory  Conunission  on  Inter- 
(ifovernmental  Relations  that  will  give  us  some  information  on  this. 
And  when  we  get/lja't  we  will  cinnilate  it  among  the  members  of  the 
wmmittee,  those  that  have^iny  interest  in  it. 

■  Senator,  we  want  to  thank  you  very  much  for  a  very  fine  statement. 
We  welcome  you  here  and  thank  you  for  your  heli)fulness. 

Senator  Tiit'R^roxn.  Thank  you  very  much,  Mr.  Chairman.  I  know 
of  your  dee])  interest  in  agricidtnre  as  well  as  that  of  Senator  Bellmon. 
And  I  feel  and  hope  that  something  uuiy  come  out  of  this  effort  under 
your  leadership. 

Senator  IlrMPJiREY.  I  hope  we  can  do  so.  Thank  you  .vei*y  much. 
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We  are  privileged  this  moniiiig  to  Imve  nieiubers  of  the  Independ- 
ent Bankers  Association  of  America  with  us  for  testimony.  And  I 
would  like  to  ask  Mr.  Carlson,  wlio  is  president  of  the  Inde])eu(h'nt 
Bankers  Association,  to  eome  to  tlie  witness  table,  and  Mr.  Parsch, 
and  Mr.  Du  Bois. 

Mr.  Carlson  is  from  Kimhurst,  111.,  ])resi(lent  of  the  Klnihurst 
JS'ational  Bank. 

And  Mr.  Parsch  is  the  president  of  Lapeer  County  Bank  &  Trust 
Co.,  Ijivpeer,  Mich.,  and' chairman  of;  the  Federal  le<rishitive  committee 
of  the.  Independent  Bijifikers  Association  of  America. 

And  Mr.  Du  Bois  is  president  of  the  j^rst  State  Bank  in  Sauk 
Ontre,  Minn. 

And  I  mi^rht  add,  Senator  Belhnon,  he  and  his  family  have  taken 
the  lead  for  yeai*s  in  the  'work  of  the  Iiide])endent  Bankers  Assoeiiv 
tion.  And  I  see  him  here  with  justifiable  ])ride  and  delight. 

Pat,  glad  to  have  you  here. 

Mr.  I)r  Bois.  It  is  good  to  be  with  you. 

Senator  IIi'mpjikf.y.  Gentlemen,  the  very  first  thing  we  want  to  do 
is  thank  you  foi*  your  coo])eration.  I  know  that  you  have  met  with 
members  of  our  staff  and  have  worked  togethei*  to  improve  the  pro- 
posed legislation.  And  we  welcome  you  here  not  so  much  with  the 
obje<'tive  of  asking  you  to  agree  to  what  we  have  suggested,  but  to  seek 
your  counsel  and  advice.  And  it  is  the  objective  of  this  committee  in 
its  work  to  (*oo])erate  with  you  and  not  to  try  to  l)y{)ass  you  or  in  any 
way  takeover  the  invaluable  credit  services  that  you  perform  for  rural 
America.  * 

I  think  we  have  found  hi  our  hearings  as  we  have  l)een  out,  in  the 
countryside  tlie  tremendous  service  that  our  bankers,  particularly  our 
independent  bankers  are  performing.  We  'were  in  Oklaho^na  and 
Nebraska  just  recently,  and  we  found  there  that  much  of  the  leader- 
ship in  the  revitalization  of  local  conimunities  in  iniral  America  was 
coming  from  the  rural  bank,  and  from  that  local  institution  that  was 
providing  credit  services  to  the  farmers,  the  business  peoi)le,  and  the 
homeow^nei*s.  We  also  found  out  that  there  was  a  gi-eater  need  than  was 
able  to  be  su])plied. 

So  with  that  as  an  opening,  we  welcome  you. 

And  Mr.  Carlson,  you  go  right  ahead,  or  however  you  gentlemen 
wish  to  ])roceed. 

STATEMENT  OF  DONALD  M.  CARLSON,  PRESIDENT,  ELMHURST 
NATIONAL  BANK,  ELMHURST,  ILL.,  ANIT  PRESIDENT,  INDE- 
PENDENT BANKERS  ASSOCIATION  OP  AMERICA 

Mr.  Caui^son.  Thank  you,  Mr.  (^hairman.  And  thank  you  too  for 
your  kind  remarks,  and  for  letting  us  have  the  lielp  of  your  stall*. 
Wo  have  worked  long  and  hard  with  them. 

As  you  say,  my  name  is  Donald  M.  Carlson.  I  am  president  of  the 
Elmhiirst  National  Bank  in  Elmlmrst,  111.,  and  appear  here  as  pres- 
ident of  the  Independent  liankers  Association  of  America,  an  orga- 
nization with  a  membership  of  more  than  r),(){)()  banks  in  40  States. 

With  me  today  are  other  officials  of  our  organization,  in  addition 
to  your  introduction  of  Mr.  Du  Bois  and  Mr.  Parsch,  11.  L.  (lei  hart, 
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Jr.,  (if  Xowman  (Jrovo,  Ncl)!*.,  first  vico  prosidoiit  of  tho  In(lc|)(Mul('iit 
liaiikers  AsscMMution  of  America;  Frod  T,  Knx)ks  of  Dallas^  Tex., 
I HAA  second  vice  ])re8ident;  Howard  Bell  of  Sauk  Centre,  ^^in^., 
executive  director  of  oin*  association,  and  (\  Ilei-schel  S<*liooley,  nmn- 
a^er  of  the  Il^AA  Waslun<rton  office,  I  asked  these  as«KMate«  of  mine 
to  he  on  hand  today  in  the  hope  that  the  |)re.sence Of  these  niemi)ers 
of  the  I  HA  A  -otfieial  faiuily  would  undei-score  for  this  ('ommitte^i 
the  iri'eat  interest  our  association  lias  in  tlie  Consolidated  Farm  and 
Rural  Development  Act. 

Any  proposal  art'ectin<r  n\ral  AnU'rica  has  a  direct  hnpact  upon 
memhers  of  our  ass(K'iatlon.  Primarily,  (^ur  monihei-ship  consists  of 
country  hanks  in  smaller  conuminities/  Recently,  we  conducted  a 
study  of  tlie  p*('l^^ra])hic  distrihution  of  onr  meml)er  hanks  that  dis- 
closed the  following ; 

Al)out  one-half  of  our  (),()()<)  juemhers  are  h)cated  in  conuuunities 
havin<r  a  |K>i)ulati()n  {>f  li/MM) Oi*  less. 

Al>out  two-thii'ds  of  our  memher  hanks  serve  communities  havhi^ 
a  pc^pulation  of  o^OOOor  less. 

Finally,  the  study  showed  that  90  percent  of  (uir  memln'r  hanks 
are  located  in  communities  with  a  i)opulati()n 3(>,(Mm  o\  less. 

Oui-  record  of  concern  for  the  welfare  of  rural  America  is  well 
dfH-unuMitech  AVe  have  conducted  in-depth  studies  of  the  de[)ressed 
farm  in<'ome  situation,  ])ul)lished  numeroii>s  articles  on  the  snl)ject 
in  our  ma^a//ine,  sponsored  conferences  on  a^Hcultiire,  conferred 
with  top  officials  of  the  Federal  (lovernment  and  testified  heforo 
committc.'s  of  the  Congress. 

Over  the  yc^irs,  our  ])rimary  ('oncern  has  l)ee.n  a  fair  ])rice  struc- 
tuiv  for  agricultural  ])roduction.  In  pursuing  that  ohjective,  we  have 
work{'d  closely  with  farm  orpuiizations  and  farm-oriented  reliirious 
groups,  '  ^ 

We  like  and  end{)rse  the  ohjectives  set  forth  in  S;  22^2.1 ,  At  the 
sanie  time,  we  wish  to  express  our  c()iuTrn,al)()ut  the  additional,  ])erma- 
,Tient  Ininkinpr  system  it  would  create  We  woidd  prefnM'van  altenuitive 
that  would  o])erate,  for  exnmj)!e,  in  a  manner  siiiiilar  to  the  SnutU 
Husi  iiess  A  din  in  ist  rat  ion . 

Now,  to  resume  comment  on  the  leirislation  l)ef()re  you.  Tiie  pro- 
posal would  (^hannel  much  needed  risk  capital  into  the  (countryside. 
More  johs  and  a  hi^lier  quality  of  life  in  rural  areas  would  he  achieved 
i)y  tliis  infusion.  The  n;oaIs  whicii  S.  2'2-2:]  seeks  to  attain  ai'c  identical 
t()  rlios<'  that  have  heen  affirmed  hy  our  .'issociation  for  many  rears.  A 
reaffirmation  of  these  ^^oals  wa.s  most  recently  ex|)ressed  hy  a  resolution 
on  rural  development  adopted  at  onr  4-lst  annual  convention  in  Min- 
neapolis last  March.  Here  is  the  text^of  the  hrief  resolution: 

It  is  iiK  roimijiKly  m'();,Mii*/<»{l  that  mnny  of  the  prohlcnis  of  onr  cities  stem  from 
tlie  fact  tluir  riinil  Anu-rica  iK  nruihle  to  retain  its  people  dije  to  a  shortnue  of 
«H'o?inmic  opportunity'. 

It  is  ap))arent  tiiat  rnt^U  America  must  heeonie  a  better  place  to  live  arui  work 
am'  pliiy  in  an  effort  to  ston  the  ont-mijjrntion  of  rnral  "iK»oi)le  to  the  citre-*. 

Tlierefore.  tlie  TBA.V  will  support  Ic^nslation  and  otiier  efTortK  at  the  l<'ca!, 
^^'tatf  and  'mtlonal  levels  to  pr'oniote  the  devolo])ment  of  rural  America. 

One  thrust  of  tlae  hill  tliat  we  like  is  its  empliasis  on  tlie  importance 
of  <rood  plannin^^  in  (levelopin^  niral  areas.  One  of  the  hest  statements 
we  have  ever  seen  in  this  re<rard  was  enunciated  hy  a  distin<ruiHhed 
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member  of  this  siibcominittee,  "Senator  Jiellnion  at  a  hearing  before 
this  ^roiip  last  April      The  Senator  observed,  and  I<|note: 

An  idea  (if  the  !miM>rtun('e  of  niral  development  can  be  ^uine<l  from  a  look  out 
the  win<lotv«  of  thiH  iMiildInK  ue»>K8  the  hIudih  of  this  city  where  tliousttuds  of  on<*e 
rural  ireople  live  in  Hquaior.  Had  tiiis  Nation  followed  an  Intelligent,  consrlous 
and  tifeerive  program  of  rural  <ldelo|'nu»nl  durin;;  Ihe  past  30  years.  Wasl.injc- 
ton  and  seetlonn  of  most  other  el  ties  of  thlH  Nation  would  not  tmhiy  virtuaUy 
he  iinKovernable.  uulivahle  and  unproductive.  '^-e^ 

It  pleas<\s  !is  that  tlie  proposal  before  yon  contemplates  cooperation 
and  participation  by  existing  con^mercial  banks.  Whatever  pro<-edures 
are  set  wy  to  inif)leinent  the  obji^-tives  of  S.  :>2'2^  will  have  a  better 
chance  of  working  well  if  bunkei-s  are  active  in  the  plannin<r  and  ex- 
e(Mit ion  of  various  ])ro^rajns.  i 

Bankei*s  inS'iiral  America  know  firsthand  thr  problems  of  their 
areas.  Their  ro()t«  are  dee[)  in  the  conntryside  where  their  banks  ixiv 
located.  A  country  l)anker  has  his  entire  financial  stake  in  his  com- 
munity. My  cdaiviction  is  that  the  ultimate  success  of  any  program  for 
rural  development  dei)ends  upon  substantial  involvement  in  the  vari- 
ous prof^rams  l)y  leaders  in  America's  commercial  i)ankin^  .system. 

In  attemptin^^  to  analyze  tlfe  impact  of  S.  '>±2:\,  we  have  studied  two 
prints  of  the  bill,  the  latest  of  which  is  labeled  a  Star  print.  In  ly  ^vn- 
eral  way.  tliis  statement  will  offer  <  onunent  on  various  provisions  iy 
the  Star  [)riut.  Our  su^^^a'stious  for  specific  clian<res  are  set  forth  in  an 
appendix  to  this  .statement.  The  appendix  keys  the  su^^|i:e.stions  to 
pa^es,  section  nmnbexs  and  lines  of  the  Star  print. 

Sl'(iOESra)  CH.VNOKS  IN  S.  222!\ 

The  bill  defines  a  rural  area  as  one  that  does  not  inchide  a  citv  or 
town  having  a  population  in  excess  of  35,(H)().  ^Ve  realize  that  it  is 
difficult  to  establish  a  sound  definition.  But  the  one  in  the  bill  will 
impress  many  as  bein^  more  urban  than  rural.  Therefore,  we  prot)ose 
that  in  administering^  the  act  special  consideration  be  ^iven  to  areas 
that  include  communities  having  a  j)0])ulation  of  1(),0()()  or  less.  AVitl^ 
out  this  directive  to  administrators,  we  fear  that  mo.st  improvements 
made  possible  by  the  bill  would!  ^o  to  lar^rer  centers.  This,  in  owv 
opinion,  would  frustrate  the  main  thrust  of  S.  222*5. 

We  already  have  indicated  our  belief  that  the  "rural  area"  defini- 
tion in  the  bill  is  liberal.  On  paore  12  of  the  Star  print  is  lan^nui^e 
that  spells  out  how  administrators  could  broaden  the  definition  even 
further.  We  believe  this  provision  should  be  stricken.  This  lan^ua<re, 
too,  offers  a  means  of  thwarting  what  the  bill  is  siipposed  to  acccxiTiplish. 

Section  403  on  {)a£?e  19  of  the  Star  print  proposes  that  a  parti^ipatin<r 
institntion  assume  tull  responsibility  for  the  j)ayment  of  principal!  and 
interest  on  a  loan.  As  a  practical  ijiatt^r,  this  provision  alone  would 
preclude  participation  in  S.  2228  by  commercial  banks.  We,  thei-efore, 
propose  the  substitution  of  lan^rua^re  that  makes  it  pliymfhat  a  par- 
ticipating institution  is  not  responsible  for  repayment  ofTi^ncif)al  and 
interest  represented  by  an  obligation  ori^inati?d  by  tliit  institution. 

Since  the  proposed  legislation  has  as  one  of  its  objectiv^te  the  raising? 
of  money  in  the  central  money  markets  and  channeling  those  funds 
into  the  countryside,  w^e  are  su^^esting  that  this  i)rocedure  be  spelled 
out  in  the  bill.  If  not,  the  possibility  exists  that  an  agency  set  up  under 
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terms  of  tlie  hill  would  be  competing  in  local  markets  for  deposit  funds 
that  r  ^niinercial  hanks  require  for  proper  performance  of  their  mission. 

Finally,  on  pa^es  1)7  and  of  the  star  print,  we  [)ropose  lan^age 
desi«riied  to  protect  the  confidentiality  of  reports  on  the  condition 
of  eonimercial  hanks  ])rej)ared  hy  various  supervisory  agencies.  Also, 
we  f)ropose  deletion  of  lanii^ua^  that  would  require  the  Comptroller 
of  tl^  Currency  to  make  additional  examination  of  national  banks  at 
the  re(|iiestof  the  Farm  Credit  Administration.  The  Nation's  commer- 
cial hanks  already  are<  losely  n*<xnlated  and  sapervisexl. 

Mr.  (Iiairijnan,  that  concludes  my  statement,  hut  I  a.sk  your  per- 
mission to  include  in  the  record  the  appendix  attached  to  it  As  men- 
tioned earlier,  the  appendix  details  various  changes  that  we  propose. 

We  appreciate  the  opf)ortnnity  of  testifying  on  a  hill  of  such  great 
potential.  If  you  have  questions  to  ask  me  or  any  of  my  associates, 
we'll  do  our  best  to  answer  them. 

Thank  you. 

Senator  IlrMriiRKY.  thirst  of  all,  my  thanks  to  you.  And  may  I  say 
Me  will  of  couirc  incorporate  in  the  m  ord  the  appendix  item  that  you 
referred  to  relating  to  references  in  the  Star  print  of  S.  :222'1 

(The  appeiulix  is  as  follows :) 

Appkxdix 

(AM  roforonrcs  nn-  to  Star  print  of  S.  222:^.  1*.  4.  Sh*.  105.  (7)  (A).  Une 

('hanK«'  punct\iatioii°ufttT  "thereto"  from  a  peri(Hl  to  a  eoiniiia,  then  a.(l(l  this 
huiKua^;e:  and  ttprcinl  romiflf^rntion  tthall  he  f/ivm  to  areas  that  d-o  not  injcludc 
a  communittf  havinf/  a  population  of  10.000  or  more:  P.  9,  See.  201,  Une  13 — 

Insert  ft  rift  part  iri  pant — between  words  "borrower-owned,"  V.  10,  Sec.  201, 
suhsection  ((>)  line  l.'V— 

Insert  between  "c(>nir>lement"  and  "tlie"  tlie  wonls  the  nntion*o  cxklinff  nrt- 
trorh'  of  commrrcial  hnnkn,  V.  10,  Sec.  201.  subsection  (0)  line  l." — 

Delete  "nrjyentl.v."  1*.  U>.  Se<'.  — 

Delete  Unes  21,  22.  2.H  Jiud  24,  and  Hubstittite  therefor  this  language:  atc^  such 
rridrhccM  of  ohliffatiottft  an  it  fihnll  ftcll  to,  innurc  or  obtain  guarantee  for,  or 
ftlarofint  with  ftwh  Afjmcy,  fn  no  rasr  shnit  a  partiripatinff  infititutlon  he  re- 
qulrnl  to  annume  rrHpomihilitu  for  rrpapmrnt  of  principal  and  interest  rep- 
resrntrd  b{i  mwh  ohligatimx.  1*.  35,  See.  <K)1,  line  1^5 — 

Delete  "branches"  and  substitute  offices;  V.  35.  Sec.  001,  line  IH — 

Delete  "branch"  and  sul)stitnte  office  ;  P.  .3."»,  Stv.  <K)1,  line  22 — 

Delete  "branch"  niid  substitute  office.  1».  37,  Sec.  001,  subsection  (10),  line 
15—  ^ 

Hetwe<'n  *'l)orr()W**  and  "money"  insert :  in  the  central  money  markets  of  the 
natiou^W  41),  Sec,  (K)7,  lines  14  and  15— 

Tut  period  after  "agency"  and  delete  the  words  **aud  participating  institu- 
tions." P.  »7,  Sec.  1003— 

Delete  Unes  23  and  24,  then  substitute  this  language:  Administration  to  fur- 
nish for  the  exclusive  and  confidmtial  use  of  a  regional  Rural  Development 
Crrdit  Bank  such  reports.  P.  98,  Se<-.  1003,  line  T — 

Insert  r)erlod  after  "power."  Delete  the  rest  of  line  5  and  all  of  line.s  (5,  7,  8 
and  0.  P.  08;  Sec.  1004,  line  14— 

l><dete  "bank  of  the"  from  Une  14,  and  insert  regional  between  *'a"  and 
"Kural."  P.  08,  Sec.  lOOi,  Une  15— 

Delate  all  of  line  15  and  substitute  therefor  this  lanpiaKe:  Credit  Hank,  for 
its  exclusirc  and  confidential  use,  file  with  such  hank  its  written  consent  to  ex- 

Senator  IIi  mpuhey.  I  would  also  say  we  are  working  now  with  the 
Comptroller  of  the  CurnMicy  to  revise  the  languaoro  to  accommodate 
the  suggestions  that  you  liave  made  there.  And  we  will  luive  liis  co- 
operation in  that.  » 

On  the  item  on  page  7  in  your  middle  paragraph,  T  think  you  are 
abolutely  right,  we  must  spell  out  in  the  proposed  legislation  the  proce- 
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dui-e  that  we  would  hope  to  ukc  in  niifeiii^  money  in  the  central  money 
market  for  channeling  these  funds  into  the  countryside,  or  at  least  to 
make  it  explicit  that  it  is  our  pmpose,  not  to  drain  off  wliat  would 
be  deposit  money  for  the  normal  bankinjj:  structure.  Such  a  develop- 
ment would  be  of  no  help  at  all.  It  wouUl  be  just  competiAg  for  the 
jmiilable  i*i»sourres  in  the  community.  And  that  sumy  is  not  our 
in^nt.  And  this  A^irnin^  flaf?  that  you  have  raised  there  is  one  that 
definitely  will  tsacecare  of. 

I  have  asked  the  staff  to  work  with  you,  jus  you  know.  And  the  mem- 
bers of  the  committee  have  all  wanted  that  to  be  done.  The  definition 
of  a  rural  areg,  is  always  subject  to  alteration.  Really  we  just  sort  of 
slide  in  between  several  definitions  that  the  (lovernment  has.  It  would 
be  i-ather  ^ood  to  <ret  a  more  clearly  defined  description  of  a  rural  area. 
And  we  will  take  a  good  hard  look  at  what  y(nPhave  sufj;e^ted  here. 

The  tendency  is,  as  you  have  sjiid,  to  have  the.se  fimds,  go  to  longer 
areas,  unless  you  pin  it  (h)wn.  So  we  will  be  fully  aware  of  that. 

And  on  that  part  about  administrators  we  need  a  broadened  inter- 
pret atioii. 

I  am  just  noting  this  for  the  record  so  that  we  can  check  bai^k  again 
to  make  sure  that  we  have  not  opened  up  a  gate  that  can  ])ennit  a  wide 
definition  of  a  rural  area. 

Now,  to  this  i)art  in  section  403  which  pr^posi'S  that  a  participating 
institution  assume  full  it^sponsibility  for jthe  payment  of  princi])al 
and  interest  on  loans.  To  probe  you  a  little  more  on  that,  are  vou  sug- 
gesting there  should  be  a  collateral  relationship  established  in  the 
bill  bctv/een  tlie  local  l>ank  and  the  regional  hnnV  which  would  have 
the  local  l)ank  l)e  looked  ui)on  as  a  service  institution  not  having  i)rinie 
re.sponsibility  for  collection  and  for  payment  of  loans^ 

Mr.  Carlson.  I  think  we  might  assume  prime  responsibility  because 
that  is  how  we  ai-e  brought  up  and  made  up.  However,  in  the  case  of 
a  small  bank  in  the  country  with  a  capital  and  sur])lus  of,  let's  say 
$250,000,  the  most  that  they  could  lend  as  a  national  bank  would  he 
$•25,000.  And  we  are  talking,  I  am  sure  about  loans  much  larger  than 
that. 

Senator  Hi  Mi'iiRKY.  Right. 

Mr.  (l\Ri>i()X.  So  we  couldn't  legally  guarantee  these  loans.  So  this 
would  automatically  close  the  doors  tliere. 

Senator  Hi  mphkky.  Have  you  talked  to  Mr.  Baker  and  the  other 
members  of  the  staff  about  this  ? 

Mr.  Cari,.s()X.  Yes,^sir;  we  have. 

Senator  IIi  MriiuKY.  Do  you  think  you  have  come  to  some  under- 
standing with  them? 

Mi;.  Carlsox.  I  think  we  have.  Maybe  Mr.  leaker  doesn't  think  so. 
But  he  umlerstands  our  point  very  clearly.  He  understands,  too,  that 
both  we  as  originators  and  the  local  agency  would  be  supervising  the 
loans  at  the  outset  to  make  sure  that  they  are  good  loans. 

Senator  Hr^UMiRKY.  Absolutely.  Of  course,  that  is  the  basic  pur- 
pose. The  local  bank  has  a  better  imderstanding  of  the  community 
tljan  any  new  established  structure  could  i)ossibly  have.  And  one  of 
the  reasons  that  I  felt  it  was  so  important  to  tie  in  the  local  bank  in 
the  conmiercial  banking  structure  was  because  of  that  intimate  knowl- 
edge it  has  of  the  community  and  the  needs  of  the  community,  and 
what  other  resources  are  there. 
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We  saw  tliis,  Senator  Hollinon,  when  wo  wore  down  in  oitlier  No- 
braska  or  Oklulioina— 1  Inive  for^rotten—l  think  it  was  in  Okmiioinu, 
at  Perry. 

Mr.  Hkllmon.  iKi^ht. 

Senator  ill  mimAkky.  In  IVrrv  we  were  told  of  a  local  hanker  who, 
after  everybody  else  had  turne/l  an  a])]>licant  down,  loaned  the  appli^ 
cant  the  money  h(*  Vv^^ut(*(l  I)iM*aus(*  th(*  ))ank(*r  had  sonu*  nndei*stan(lin^ 
of  this  man  s  ea])ahimy,  his  family's  haek^rround,  and  the  pot^»ntiaI 
involved.  lie  made  the  loan  even  thon^rJi  ho  was  noolded  by  super- 
visory oHioials  of  the  hanking  structun^ 
•       am  very  .sympathetic  to  your  .su^^^rostion  liere. 

Senator  liKU.Mox.  Mr.  Chairman, eould  I  ask  a  questioD  ? 

Senator  i  It  .m  imikkv.  Y{'<>. 

Senator  IiKM..M(>N.  Mr.  Carlson,  yon  are  not  su^jresting  that  the 
hank  not  assume  any  responsibility;  you  are  sn^r^restin«r  that  the  bank 
take  respon.sibility  up  to  the  liinit^' 

Mr.  (\vKi.s()x.  So,  I  am  not  su^r^restin«r  that,  sir.  ifope fully  each 
conununity  will  have  a  number  of  the.se  thin^r.s.  And  we  just  feel  that 
it  isn't  proper  for  us  to  take  this  «ruarantee  responsibility. 

Senator  Hkij.mon.  You  are  not  taking;  any  re.sj)0]isihillty ? 

Mr.  Caklsos.  Not  as  guarantor. 

]*at,  did  you  want  to  add  something; ^ 

STATEMENT  OF  PAT  BuBOIS,  PRESIDENT,  FIRST  STATE  BANK, 
SAUK  CENTRE,  MINN.,  REPRESENTING  THE  INDEPENDENT 
BANKERS  ASSOCIATION  OF  AMERICA 

Mr.  I)i  I^ois.  I  would  like  to  rei)ly  to  that. 

I  think  the  hin^rua«r<^  in  W\  as  it  i)re.sently  is  in  the  bill  is  ivstrictive 
to  the  point  that  any  bank  that  is  a  partiri])atin^r  institution  that 
enters  into  the  operation  bee  onl(^s  basically  res])onsil>le,  fully  liable* 
for  the  j)rincij)al  and  interest  of  the  ol)li^ation  of  a  loan  so  ^nade. 
This  would  prevent  alino.st  all  ])rivate  banks  from  becoming  paitici- 
])ant.s.  Iji  fact,  the  recpiirement  is  unnece.s.sarv  in  view  of  the  guarantee 
and  iiKsurance  loans.  Moreover,  the  in.stitutlons  of  the  rural  develop- 
ment cri^dit  system  have  fimil  .sav  on  a  loan  anyway,  .so  you  don't  need 
an  endorsement  by  the  pi-ivate  hank.s.  I  think  as  hankei*s  we  are  per- 
fectly willing  to  assume  all  the  n^sponsibility  we  ])ossil)ly  can  in  njuk- 
in^r  the  loan,  serviein^r  the  loan,  and  protectinpr  the  loan  as  best  w*e  can. 
Hut  when  it  comes  to  the  actual  liability  for  ])rincipal  and  interest 
])aynieiit,  that  ^i:()es  beyond,  I  believe,  the  cai)ahility  of  our  pre-ent 
hankin^r  .system,  or  even  a  desirable  capal)ility. 

Senator  ]U:rj.M(>N.  Under  the  Small  Business  Loan  pmorpai]!,  if  you 
as  a  h^cal  hanker  participate  in  a  SBA  loaii  you  assume  10  percent  or 
25  percent. 

Mr.  (\\Kr>iox.  Yt\s  sir — 10  percent  usually. 

Senator  Hkixmox.  Do  you  intend  to  assume  a  portion  of  the  re- 
.siM)nsil)ility  heiv^ 

Mr.  (\\Ki^()X.  We  can't  answer  that  que.stion  btvanse  we  haven't 
delil)e]-ate(l  upon  tJutt. 

Senator  Beli^on.  I  can't  quite  see  a  systein  working  if  tJie  individ- 
ual or  the  institution  making:  the  loan  aasumes  no  responsibilit^-^^-for 
it.  Vou  would  have  s-ome  pretty  sweetheart  deala 

Mr.  Cart^ox.  Is  it  all  right  if  I  disagree  with  you,  sir? 
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Seniitor  Hkli.mon.  I  cant  se^  why  you  wouldirt — i)erha]>s  you 
wouldn't,  but  I  V4ui  think  of  bankers  who  niiofht  put  toprt^hor  ^nnv 
shuky  w^heaneH. 

Mr.  Ih'BoiM.  Tlie  thrust  of  t\n\  legislation  ])n)vides  that  tJie  farm 
cmlit  ajrency  liJus  tlie  final  say  ius  to  the  wo^thine^'s  of  tlie  loan.  The 
bank  d<K^sn*t  havB,  as  the  bill  is  preniMUly  writt^Mi,  tlie  ])ill  (hK^sn't  ])re>- 
ently  piwide  that  the  bank  shall  haVB  the  final  >5iy  as  t4>  wlietlier  or 
not  the  credit  .sliall  be  granted. 

Senator  Br.ix.MON.  They  don't  inuler  the  TSIiA  pro^j^rani  either. 

Mr.  IXi'HoiH.  That  is  right. 

Sonator  Hkllmox.  The  bank  still  retains  a  sluue  of  the  i-ej^ijKmsi* 
bility. 

Mr.  DrBois.  I  think  that  if  tliis  lull  finally  went  in  that  dim'tit)U 
-<*^at  there  would  not  be  t<K)  nuich  quarrel  from  the  banking  industry 
for  a  participation  of  some  type,  because  the  bank  could  [)irk  and 

ClHK>S*^ 

STATEMENT  OF  EOD  L.  PARSCH,  PRESIDENT,  LAPEER  COUNTY 
BANK  AND  TU8T  CO.,  LAPEER,  MICH.,  AND  CHAIRMAN,  FEDERAL 
LEGISLATIVE  COMMITTEE,  INDEPENDENT  BANKERS  ASSOCIA- 

-  TION  OF  AMERICA 

^[r.  P.\ii.s(  H.  I  wcnild  like  to  talk  to  that  point  too,  Senator  Bellmon. 

On  SBA  loans  I  am  sure  tjuit  all  conuuercial  bankei-s,  with  the 
laufj^ia^e  that  is  writ,t^n  in  the  bill— it  is  similar  to  SBA  loans  ius 
indicated  by  Pivsident  Carlson,  that  tlie  bank  would  a.ssunie  tluit 
responsMbilify  N\nthout  any  (juestion  at  all.  I  don't  think  there  is  any 
quet^tion  on  that  particular  |X)int  that  you  have  made  that  the  banks 
would  assume  that  n^ponsnbility. 

Senator  Hi  mpiirkv.  I  nder  the  delectation  of  powers  in  this  bill, 
or  delepition  of  authority,  ewich  hran  is  negotiated  independently,  and 
the  arran^einents  for  each  Icnin  in  a  siMi.si*  are  ne^>tiat(^l  separately 
and  independently,  and  therefon^  I  siipjmse  the  de^et^  of  particijKition 
of  eiich  l)ank  would  be  nept)tiated  separately  or  independently,  and  the 
arran^ment.s  for  repayment. 

I  think  the  point  tliat  you  wer^  raising,  Mr.  Carlson,  was  that  tl)e 
total  liability  was  far  too  nnirh. 

Mr.  Carlh^)N.  Yes. 

Senator  HrMPiiREY.  And  I  think  that  is  true.  And  if  the  hui^rnatre 
indicates  that,  I  think  we  have  to  alter  it. 

And  now  that  we  have  raistnl  this  point  I  think  we  ouirht  to  go  into 
it  very  carefully.  That  is  tha  vvliole  purpose  of  this  hearing.  We  are 
not  ready  to  do^iny  final  work  on  the  bul  yet.  We  will  flag  tliat  oye, 
and  look  i^ito  it  and  get  back  to  you.  Because  we  want  your  coopera- 
tion on  it  so  that  we  can  work  out  a  nnitnally  agiwable  sit  tuition  liere. 

Senator  Bellmon,  do  you  have  any  more  questions  here  ? 

Senator  Bellmon.  If  I  may,  Mr.  Chairman,  I  would  like  to  raise 
two  points. 

Senator  Hxtmphrey.  Would  you  ask  about  that  suggestion  one  of 
your  banker  friends  made  i 

Senator  Bellmon.  That  is  on^  of  the  i)oints  I  was  going  to  raise. 

This  banker  at  Perry,  Okla.,  his  name  is  (.'arl  Ilamni,  raised  the 
point — and  the  chairman  has  already  discussed  it — thafe^this  was  a 
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very  fine  iwtential  iiulnstry  for  liis  coiniininity,  aiul  lu*  made  the  loan. 
And  immediately  lie  was  eriticized  by  the  examiner.  And  the  exami- 
ner continued  to  critieize  that  loan  until  this  new  industry  actually 
had  more  money  on  deposit  than  the  amount  thev  owed  the  hank, 
which  to  liim  was  ridiculous.  It  was  obviously  a  (jroinl  loan^almoHt  from 
the  day  it  was  nuide.  And  he  su^^oHt^Ml-  and  we  have  a  uiemo  from 
liim,  hnt  I  don't  have  it  in  niv  hanU/^that  [)erha[)S  we  should  amend 
the  Federal  hanking  law  to  allow  a  Uwal  hank  to  nuike  loans  of  up  to 
10  percent^of  theii-  ca[)ital  sti-ucture,  for  the  |)ur[)Ose  of  community 
develoj^jiJd^L  And  tlie.s^^  h)ans  would  he  exemj)t  from  criticism  by  the 
bank  examiii^i*s  only  up  to  10  percent.  A,  bank  that  has  a  capital  sti'uc- 
ture  of  $-2r)(M)00  could  loan  up  to  $2Tr,TM)0,  and  even  thoutrb  it  looked 
like  it  mitjht  be  a  (juestionable  loan,  this  would  not  be  subjtM't  to  criti- 
cism by  tlit^  bank  examiiuM-. 

Mr.  Caklson.  Are  you  a.skin<r  for  an  opinion  fi'om  us^ 

Seiuitor  I^KM.MON.  Yes;  I  wonder  what  vour  ortranization  would 
think.  .  ■ 

Mr.  (\\ia.s()X.  I  wouldn't  object  to  that.  I  feel  that  the  supei-visoi-y 
at^encies  would  object  to  that,  because  I  think  they  nu'asuiv  not  oidv 
that  particular  loan  but  all  the  other  loans  as  a  perx-eiitatrc  of  criti- 
cized loans,  on  especially  lar^'  loans,  in  relation  t^)  the  entiiv  capital 
a<'c()unt.  Aiul  it  nuiy  \w  not  only  this  one  that  they  picked  on  at  that 
])articular  tinu', they  may  have  picked  on  several,  I  don't  know.  I'Would 
t^uess  that  they  would  not  like  it.  I?ut  as  far  as  1  am  conceriu'd,  on  a 
triiarantec  protx^'Ji^'ii  such  as  this  bill  included,  they  don't  usually 
<*riticize  t hose  loans. 

Senator  Bki.lmon.  are  not  talkin^r  about  this  l)ill,  we  are  talkin<r 
alnnit  tlu^  loans  that  are  already  bcintr  made.  And  this  bajd^or  feels 
that  many  bankei^s  are  uu>re  timid  tlian  he  is. 

I  miijht  siiv  tluit  this  little  i-omnany  that  he  hcl])ed  finance  in  its 
early  shaky  days  now  has  400  employees,  aiul  has  annual  sales  of  $15 
or  i^'JO  million,  and  [)rovides  the  real  backlxme  of  the  economy  of  that 
town.  If  he  had  refusinl  the  loan  and  the  company  had  folded,  or  if 
it  had  moved  to  Oklahoma  (^ity  oi*  Tulsa,  this  comnuniity  would  [)rob- 
ably  have  lost  a  third  of  its  })opuhiti()n.  Aiid  he  feels  that  banks  in 
numy  cases  refuse  loans  t]u\v  would  like  to  make  hecmise  they  know  the 
next  time  there  is  an  examination  the  bank  examiner  is  ^oinp:  to  1k' 
very  <M'itical  of  these  loans.  And  he  fe(Os  that  the  1)ankinp:  structun' 
should  be  able  to  absorl)  up  to  10  pei'cent  of  mistakes,  if  they  actually 
lose  on  evei'v  oru»  of  those  loans  that  it  M'ouldn't  weaken  his  himk  no- 
ticeably,  if  he  were  to  lose  just  10  percent,  and  it  would  encourap:e 
local  })ankers  to  be  a  little  moiv  a^^ressive  in  ti\in^  to  1)uild  up  their 
connnunities.  , 

Afi'.  Cakusox.  I  wouldn't  object  to  that  at  all.  I  think  the  Comp- 
troller looks  a  little  moiv  txeiu'rously  ]U)w  on  loans  to  help  urban  aiul 
rural  ai-eas.  I  know  in  our  ])articular  town  we  have  acquirvd  some  i)n)p- 
erty,  and  they  have  not  lathered  us  about  that.  T  think  you  have  a  ^Oixl 
point. 

>rr.  P.\KS('rr.  Senator  Bellmon,  could  I  speak  to  tliat  subject,  l)ecause 
it  is  very  close  to  me. 

T  have  bank  examiners  in  iny  bank  ri^ht  now.  And  yesterday  after- 
noon we  discu.ssed  a  loan  of  exactly  the  type  you  are  speaking  about, 
where  we  financed  a  small  manufacturinfr  business  that  was  in  a  deficit 
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position.  An4  we  took  over  the  loan  because  we  wanted  to  keep  this 
manufacturing  concern  in  our  county,  employing  about  50  people. 
We  luiew  the  people.  And  it  was  a  new  customer  to  us.  And  after  I 
talked  to  the  examiner  about  it  ho  agreed  with  me,  I  used  exactly 
the  same  argiiments.  And  he  said,  ''I  am  not  going  to  classify  it,  be- 
cause I  agree  with  your  [)hilosophy." 

Senator  Bellmon.  That  is  a  very  enlightened  attitude.  I  am  afraid 
there  are  not  many  bankers  like  that. 

I  might  say  that  this  Imnlc  examiner  that  was  critical  of  the  loan 
said  he  was  uoi ng  it  for  his  own  protection,  that  if  something  went 
wrong  he  did  not  want  to  be  in  the  position  of  having  failed  to  call 
it  to  tnoir  attention. 

*  At  the  present  timfe  the  SB  A  does  not  make  loans  for  agricultural 
production  purposes.  Would  you  feel  it  would  be  an  advantage  to  the 
areas,  the  conmiunities  you  know — before  I  ask  the  question,  at  the 
present  time  demand  for  credit  for  farm  production  purposes  is  going 
up  rapidly,  units  get  largt»r,  and  the  costs  of  operations  go  up?  Would 
you  feel  that  it  would  i>e  to  the  advantage  of  the  communities  you 
serve  if  you  could  use  the  SBA  to  make  agricultural  production  loans? 
In  other  words,  if  that  prohibition  were  removed,  so  that  if  you  had 
a  local  cattle  feeder  or  a  local  poultryman  who  needed  more  money 
than  you  could  loan  through  your  regular  comuHMvial  channels,  that 
you  could  make  liini  an  SBA-type  loan,  would  this  l>e  a  good  thing? 

Mr.  (\\Rr^oN.  {\Mild  I  yield  to  Mr.  Parsch  or  Mr.  I)u  Bois  on  that? 
Thev  l)otJi  nm  a^rriciiltural  banks. 

Mr.  P.vRsyrr.  My  ans>^(»r  very  (Icfinitely  would  be,  "Yes,"  I  would  bo 
yory  nnich  in  favor  of  tliis.  because  now  we  go  to  corres[)ondent  banks 
in  I)etroit  or  Chicago  to  handle  these  loans.  And  we  »tse  SBA  on  many 
of  our  business  loans,  of  coiu-se,  and  we  woiild  like  to  »!se  tliem  on  our 
agriniltiiral  loans.  \ 

Mr.  I)r  Bois.  Mr.  Chairman  and  Senator  Bellmon,  my  field  is  agri- 
ctiltura.l.  And  o»»r  comnumity  is  basically  support-cnl  by  agricultural 

)eople.  And  the  greatest  portion  of  oiir  loan  accoinits  arc  agricttltural 

oans.  I  wo»»ld  disagree — and  this  is  my  normal  role  with  tliis  grotij). 
I  think  the  SBA  has  a  fieldof  its  own.  Biit  the  bill  that  you  are  talking 
iibout,  S.  2223,  goes  to  the  heart  of  the  problems  we  are  talking  almtit. 
that,  phis  the  FII A  program,  provides  funds  in  the  rural  area  of  agri- 
cultural loans.  Kealty  what  is  needed  in  rural  America  today  to  the 
farm  is  an  insured  loan  program  that  can  be  made  by  the  banks,  and 
then  a  secondary  market,  so  that  once  the  loans  an^  made  and  proi)erly 
insnmU  and  under  a  good  deal  of  decent  su])ervisi()n,  they  C4in  be  laid 
olf  from  time  to  time  so  that  the  banks  continue  to  make  more  kilins  to 
pmvidc  for  the  needs  of  their  customers.  V 

You  are  absolutely  right  when  you  say  Me  have  a  shoiiag<^  of  rmin- 
able  funds  to  [)i'Ovide  for  agricultural  needs,  because  of  the  larger 
demand  that  is  going  on.  And  this  bill  goes  in  that  direction.  But  we 
could  improve  the  Fanners  II(mie  Administration  by  having  an  insured 
j)rogram  where  the  bank  could  make  this  under  an  insurance  arrange- 
ment similar  to  the  Federal  Housing.Administration,  which  has  been 
highly  successful  in  this  country',  and  they  provide  some  form  of  sec- 
ondai-y  market.  And  I  believe  the  insurance  factor  alone  would  provide 
the  secondan*  market. 

Senator  Hi  MriiREY.  Under  the  Farmers  H6me  Administration? 


'334 


Mr.  Duliom.  This  is  a  voliiclc  that  is  piTsontlv  fnnctioiiiiig,  and 
fiiiirtionin^r  well,  in  luy  jud^nnciit.  And  it  conUl  h(M'X[)aiided. 

Senator  Hku.m<jn.  Tho  prohlcn^with  the  Farinoi's  Hoiiu^  Adirnnis- 
tration  u|>  to  now  is  that  the  (\)n<riTSH  has  set  such  h)\v  limits  that  they 
ivallv  nin't  h  indie  a  typical  eonnnereial  a^rricnlturul  h)an.  We  hav(» 
Imd  less  than  siWi.ooo  on  operating  hmns  and  a  s1o(I,(HH)  limit  on  real 
estate  loans  for  the  Farmei-s  Home  Administration.  And  thest^  ioanj^ 
aren't  lariro  enotiirh. 

Mr.  Ih*IioiH.  That  is  rijrht.  'J'hey  are  rechiced  in  capacity  heraa^e  of 
that.  Jint  they  are  also  reduced  in  capacity  hecause  of  the  Inisic  amount 
of  iiKwiey  that  they  have  to  operate  on  every  day  comes  from  a  hud^et. 
And  if  \ye  had  an  insured  loan  program,  then  we  would  use  tjie  funds 
that  are  in  the  hanking  Hv.stem  or  in  other  financial  in.stitutions  to  pro- 
vide tlie  much  needed  civdit. 

Senator  I^km.mon.  Would  it  l)e  in  order  to  ask  our  witness  to  per- 
lnn^)s  ^ive  us  a  memo  on  how  he  would  like  to  see  this  work  ^ 

Senator  Hi  mi>hkky.  Yes;  1  would  like  very  much  to  have  that. 
In  fact,  I  have  imver  nndei-stood  for  the  lifp  of  nie  why  we  didn't  hnve 
in  the  Farmers  Home  Administration  the,  sanie  kind  of  insured  loan 
profrnun  that  SBA  had  diivcted  to  farm  operatin^r  loans.  The  whole 
l)mhlem  here  in  the  Congress  is.  our  economies  and  a^ricultuiv  are 
uhout  '20  years  out  (.f  dat<».  We  :u*e  just  not  up  to  (hite  on  what  it  t  ikes 
to  run  a  nnxlern  farm,  where  you  have  lots  of  cattle  or  ho^rs  or  wh^re 
you  have  a  hi^  ()|MM-ution,  which  is  required  today  in  order  to  survive. 
And  I  don't  think  we  W  ever  <:oin*r  to  ^et  neecUnl  loan  funds  out  of 
<*on^ressional  af)f)r()priiTti(ma. 

I  think  your  point  is  w?H  made.  These  approi)riations  run  up  or 
down  like  a  childs  fever.  And  we  have  to  ;r(>t  into  insured  loans  to 
heable  tot4ii)theeonmiercial  market  with  [)articij>a tin*;  loans.  I  would 
ai)|)re<-iate  it  if  your  or^mization  will  do  that. 

Mr.  ('aruson.  We  will  dotliat. 

(The  memo  is  as  folkn\'s:) 

IHAA  Mkuo  ox  Ixkcrki)  AoRicri.TC  KF  Loans 

The  fann  capital  and  cmllt  ikhhIn  of  Ainericnn  nf^ricuUiirc  hnve  incn^'is<'<l 
su1>Htantiuny  in  re<'<*nt  yvHn^  and  ppojtvted  newl  indicntos  further  increaw. 

The  major  portion  of  nKricnltnro  credit  hnR  been  snpplifHl  bv  <M)inmerciiil  banks 
thv  Fann  ('re<lit  S.vHtem  and  the  Famiei^  H(nno  Administration.  / 

American  a?;ri<niltnre  nee<l«  morf  cre<Ut  ami  it  needs  it  in  the  form  of  lonjr 
term  (^lpital  loans  for  farm  owner.sbip  and  fnrm  operntion. 

11) e  Funuer«  Home  Adminifttnition  is  r<^«trict(Hl  in  it«  cmHt  jcrantln^  by  (onn 
dollar  limitations,  i-onfrrpjodotml  ai>i>rr)priationK  and  Bureau  of  the  Budsx^t  n»- 
Htrictiorw.  Tlie  Fann  ('r*^lit  System  haw  <^rtnin  built-in  ^n*Kt»rvat ions  and  n^^Htric- 
tiona  romnien-ial  banlw  are  nnrfted  l>e<'aiiK*e  of  liquidity  miuinMuents  and  the 
lack  of  a  Re<v)ndary  market  for  lonj?  term  loana 

We  proiMfse  that  Qniprrpf^  eRtabllNh  an  insiirwl  loan  program  for  farm  owner- 
ship and  o[)eratinf?  m»dtt. 

AA>  propi)Ke  an  insruml  loan  pposram  patteme<l  after  the  Idffhly  siuvesnful 
Feileral  Housinpr  Administration  Act  which  provided  much  needed  lonff-ranj?e 
capital  for  h<>m#  ownership  in  the  txyvnis  rind  cities  of  tlie  nation. 

W  siuKJ?est  an  arueudment  to  the  H^rmern  Home  Adminii>trati(m  Act  that 
woiUd  provide  for  FHA  insurip^?  a^ricnilture  ownership  and  (nierating  loans,  \^ith 
a  portion  of  the  interest  charge  dedicated  to  an  Insurance  fund  as  provideil  by 
the  Federal  Housing  Act. 

We  suggest  that  the  amended  act  permit  commercial  banks  to  participate  as 
the  originating  grantor  of  the  credit  and  the  servicer  of  the  loan,  again  patterned 
after  the  Federal  Hou<5lng  Act 


Wo  fur(lu*r  ;5\tKj^*«t  th**  ue</»»K:4tty  of  tlu*  orttal>ll«bim»nt  <if  n  ^aKS)n(l« ry  market 
tilMiilar  to  FNMA  uhU»U  hai4  |)n>vt(lwl  U<iaidity  vrhon  lUHHied  for  tlit*  orighmtor 
of  htmniri;;  crtHltt.  '  % 

Aii  eTiimniled  inmirwl  loan  lifo^^miu  m  mit?K<^twl  above  will  provide  niueU 
needed)  Uma  tenu  (^ipital  for  Americmn  agHciiUure  and  do  ko  without'  c^ist  to 
the  Ameri4*«in  tiiK iciyer.  ^ 

Senator  Hki.i.mox.  Tlie  reason  I  bring  tliis  point  np  istluit  some  of 
th^  l)ankers  in  onr  State  clHiin  tliat/vlien  tUey  take  a  good- loan  into 
a  eorres'pondent  hunk  the  correspondent  may  go  aliead  and  pai*tici j)ate 
this  year,  and  hy  the  next  year  they  will  deal  with  the  customer 
directly.  .  » 

Mr.  rARhcii.  That  is  not  trne  in  iny  cits^*. 

Senator  I^km.mon.-  That  kee|)s  a  lot  of  hankers  from  goinjjf  to  tlie 
corn»sp<)ndent.  and  t^s  jjolds  down  the  farm  operation  and  causes 
many  to  ijo  to  the  itii)(ln('ti()n  cr(»dit  or  sornt*  phic(».     ,  . 

*And  so*metiines  tne|e  agencies  jj^et  overly  cons(»r\ ativ(»,  ami  the  civdit 
sotir 'e  dries  \ip.  it  ji'^t  isn't  annlahle. 

'i  fijit  is  all.  Sir.  Chainnan. 

S(»nator  IIi  mimikkv.  I  think  you  gentlenuMi  should  know  that  Sen-,, 
at<»r- Hellmon  keeps  an 'eagle  eye  on  this  w  hole  farm  credit  structure 
to  the  advantage  of  the  farmei-s  of  this  country. 
'  Senatov  Hkm.mon.  The  reason  is,  I  am. indebted  up  to  my  ears.  ^ 
Senator  III  MiMiiiKV.  .Foin  the  (  luh. 

Before  we  let  you  gentlenuMi  leave  us^  t  wish  we  had  a  [)hotograplier 
here — I  woidd  like  to  call  attention  t()  the  publication  recently  i.ssued 
l)y  the  l!ulependent  Bankers  Assooiati(/u  entitled  "(luide  to  Federal 
rro^'i.un->  for  Rural  Development."  lL\is  an  amazing  publication.  I 
wouhl  like  to  ask  you,  if  you  wouhl  pernnt  us^'to  ivprnit  this  publica- 
tion as  a  committee  print/wliich  would  be  very  helpfid  to  us.  We  wcnild 
like  very  much  to  take  the  material  that  you  luive  dividged  herv — giv- 
ing full  <-redit  and  recognition  to  the  Independent  Bank<»rs,  and  print 
it  a^  a  rnnwnittee  print,  which  would  then  make  it  a  type  of  official 
(lo<'unu»nt.  >Vnd  it  will  be.  as  we  say,  material  gatliereil  by,  pn^pared 
by,  an'd  published  l)y  the  Independent  Bankers  As.sociatiou  of  Amer- 
ica, but  it  comes  o\it  as  acvmmiittee  print  of  the  Senate  Committee  on 
Agncidture  and  Forestry.  If  you  would  let  us  do  it  we  woidd  be  very 
honored.  Becau.se  we  tliink  we  Could  do  you  some  good  and,  maybe,  the 
country  -ome  good. 

(\\ni.s()N'.  I^ermission  is  certainly  granted.  .Mr.  Chairman,  with- 
out (juestiou. 

We  would  like  to  give  Mr.  Baker  credit  on  helr)ing  us  too.  ^ 

Seimtor  IIi  mimiiikv.  This  is  a  tivnuMulous  document.  I  don't  think 
there  is  anything  like  it.  1  guess  it  is  the  only  c()mi)ilation  like  it. 

Mr.  DrBois.  Mr.  Chairman,  would  it  be  in  rh(»  role  of  this  conmiit- 
tee,  then  to  update  it  i  ^ 

S(»Tuitor  III  MrmiKv.  V(^s. 

Mr.  DrBois.  A  document  will  not  b(*  of  nmch  value  if  it  isn't  u[)- 
dated. 

Senator  ITi  MprruEY.  AVe  will  keep  it  updated,'*and  also  in  a  coopera- 
tive relationship  provide  you,  for  jour  own  purposevS,  all  the  updated 
nu\teriah  That  is  a  deal  t'tiat  we  will  make  with  you— unless  there  is 
a  coiifliot  of  inteiTst.  which  1  overrule  at  this  moment — with  your 
consent.  Senator  Bellmon. 

Senator  Beij.mon.  I  agree. 


/  ™'    ■  . 

Mr.  (\\ui>;()N.  Thank  you. 

Senator  IIuMiMiuKt.  All  ri^lit*,  gontlenieii,  thank. ybii.  ^nd  please 
continue  your  cooperative  work  with  our  staff  and  with  members  of 
the  committee. 

*  Our  next  witneissisMr.  John  W.  S<*<)tt.  *    •  •  * 
Mr.  Pkkdkkick.  I  am  Mr.  Frederick  in  plaecj  \y(  yfr.  Scott/ 

•  ^Senator  HcMriiKKv.  Well,  we  welcome  anybody  that  conies  from 
Xational  (orange.   *    ^      '     '  .  ^  •  *  > 

STATEMENT  OF  ROBEET  M.  FREDERICK,  LEGISLATIVE  DIRECTOR, 
,    NATIONAL  grange' 

Mr.  FiM-DKiucK.  I  apologize  for  Mr.  Scott.  lie  was  out  of  town,  and 
he  >ust  ^ot  back  last  ni^lU.  I  had  told  him  in  advance  that  I  would 
present  our  testimony.       ^    •  ^ 

I  am  Robert  M.' Frederick,  legislative  director  of  the -Xational 
Grange,  with  headquai-ters  at         II  Street  NAA\,  AViushrn^on, 

Neither  I  nor  the  (inin^e  is  the  expert  in  farm  credit  that  Senator 
liellmon  or  yourself,  or  the  [)recedin^  witness  is. However,  we  liave  a 
strong  interest,  as  you  kmnv, .4n  rural  Anieric^i,  and  have  had  for  a 
^()0(1  many  yeai^.  And  having  h:^d  a  second  opportunity  to  ^o  over  the 
bill  in  moiv  (letail  than  we'did  [)ri()|f  to  the  Avriting  ot  tjie  statement, 
I  would  think  that  I  could  say  unequivocally  that  the  Xational 
(h-ange  woitld  be  in  stron/LC  support  of  the  legislation,  with  the  refine- 
ments needed  by  "any  piece  of  le<rislation.  Like  a  piano,  it  needs  fine 
timing,  I^thinlv  there  are  i?ome  areas,  as  I  have  heard  in' the  previous 
disciussion,  that  CM)nld  be  tuned  more  properly  so  tluit  it  will  do  the 
job  tiiat  we  uU^ want  done  in^rural  America. 

Senator  IIumimikky.  Thank  you  very  much. 

Afr.  Fri-idkkkmv.  The* Orange  is  a  farm  and  rural-urban  family  and 
conmuiuity  organization,  with  deep  root.s  in  rural.  America,  The 
(irange  is  composed  of  mpre  than  ()r)(),()()0 members,  representing  over 
7,()()0' local*  coiiinuniities  in  4^)  States.  It  has  been  estimated  that  at 
least  two  local  (Granges  are  meetuig  each  night  of  the  week,  exce[>t 
Sunday,  somewhere  in  the  4()-State  area.  Therefore,  the  Grange  today 
continues  its  104  years  of  service  to  agriculture  and  rura]  America. 

The  (irange  appreci-ates  this  opportunity  to  add  to  the  record  of 
its  continued  expivssiou  of  (Tnicern  Avith  the  impoverished  coi^ditions 
in  Avhich  thousands  of  rural  Americans' exist.  Jf  we  have  anv  one 
interest  that  stands  abovq  all  others  in  our  over  a  century  of  service 
to  rural  Aiuerica,  it  is  our  interesi:  in  alleviating  the  conditions  in 
American  life  \vhi(^h  set  those -w«lio  obtain  their  economic  ivwards 
from  the  soil,  or  other  residents  of  rural  areas,  iipart  front  the  rest 
of  our  society,  both  in  income  and  the  oppoi*tunity  to  enjoy  increasing 
social  bene  (its,  *  ,  . 

The  National  (irange  appears  bbfoi*e  yon  today,  dedicated  to  a 
second  centui^  of  service  to  rural  America,  and' deeply  concerned 
over  the  failure  of  that  section  of  the  economy  to  even  keep  up  with 
the  social  benefits  available  to  the  Nation  as  a  whole.  Residents  of 
rural  areas  should  receive  Iheir  faiv  shai-e  of  the  benefits  realiz- 
able from  an  increasingly  prosperous  Nation. 

^  To  date,  farm  faniilies,;  the' backbone  of  rural  development,  have' 
not  shared  in  the  economic  beiiefits  that  are  derived  from  an  indus7 
trialized  coiuitry.  They  have  not  received  just  compensation  for  their 
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cont-ribatioa  t<o  the  <reacral  welfare  of  the  Jfatlon.  Farm  fainilios, 
on  an  average,  have  only  7H  percent  of  the  purchasing  power  of  tiieir 
city\^)usins— and  I  might  aUd  ^hat  other  residents  of  rural  America 
who  are  not  foitunate  enough  to  he  e?i<3:aged  in  productive  agricul- 
^turo  have  even  far  less  phrchasing  jyower  than  that  78  percent^ — 
'while  at  the  same  time  tJieir  eHicienc'^^bf  prochiction  has  increased 
35percent,since  11)^J-4H. 

'  In  the  iweht  rtieeting  called  President  Nixon  to  dis<-uss  witli 
farm  leadere  the  provisions  of  phase  11  of  his  pro^jram  to  control 
illation, ^National  (irange  Master  John  AV.  Scott  emphasized  the  pro- 
duct! vjty'of  An^ri<^an  agriculture.  Mr.  jSctttt  infornied  the  president: 

The  Xfttioiml  (Jruugc  for  years  Iuih  bwii  inforuAiis  ("on^n^sH  and  the  oxecu- 
th'P  tlrnt  low  fann  income  and  tlie  lack  of  opiiortiinity  of  fanners  to  share  in 
the  Nation's  (K-on()niic  advancenu^nt,  in  relationship  to  the  other  sei?inent*s  of 
the  e<'onoiny.  has  hot  Inn^n  tK-cans**  fanners  have  not  iKK^n  efficient  or  phmIUc- 
tive.,  Quite  the  contrary  is  trut-— the  American  fanner's  efficiency — his  tronien- 
douy  cai)aclty  to  i>r<Mluc(^-his  prmluctivity.  ^ore  now  _  one  farmer  feeds  48 
Irt^rson^i^lms  almost  renuUed  in  his  own  self-destruction. 

The  ability  of  American  agrteulture  to  (*(mtinue  to  maintain  full  production, 
with  increased  efficiency,  has  \ade^  lK>Hsible  for  less  prcMluctive  and  1e«.s 
efficient  Industries  to  imy  WKherv^^^cs  and  sell"  at  higher  prit^^s  hecaust^  of 
the  smaller  amount  of  exixmclaftte  iiu^ome  nee<led  by  the  wmsiuner  to  purchase 
food  and  fiber. 

I  bring  this  to  t!i(*  conuuittee  s  attention,  Mr.  Chairman,  to  emplia- 
siz(v  today,  as  we  Iia.ve  in  other  appearaiices  before  this  and  other  con- 
gressional oonnnittees,  tliat  the  very  heait  and  lifeblood  of  a  pros[)er- 
ous  rural  America  is  a  strong,  healthy,  independently  managed  fam- 
ily farm  stnicture.  In  our  haste  to  improve  conditions  in  rural  aivas, 
let  s  not  lose  sight  of  the  fact  that  agricultuiv  and  should  ivmain, 
the  cornerstone  upon  which  to  build  stronger  niral  conmiunities. 

I  realize  that  I  need  not  reniind  members  of  this  sul)committee  of 
thv  impoi-tance  of  continuing  and  strengthening  fann  |)rograms.  Tlie 
conmiittees  on  agriculture  have  worked  long  and  diligently  on  ])ro- 
grams  to  improve  the  economic  j)osition  of  the  Amerij^nn  farmer,  but 
mu(-h  remains  to  Ji)e  done  if  wc  are  to  have  a  balanced  economy  in 
rural  areas. 

In  onr  appearanc^e  before  this  snl)conimittee  on  June  10,  we  discussed 
the  neeil  for  a  national  growth  policy.  We  pointed  out  at  that  time 
that,  iu  our  judgnuMit,  rural  development  should  play  n  dominant  role 
in  any  national  growth  policy.  We  would  like  to  reaffirm  that  posi- 
tion todav.  " 

It  is  alnnidantly  clear  that  unemployment  and  underemployment 
in  rural  and  nonmetro  areas  has  caused  and,  unless  corrected,  will  con- 
tinue to  cause,  major  problems  for  metro  areas.  The  facts  make  it  clear 
that  tho  income  levels  of  farm  and  nonfann  families  in  rural  and  non- 
metro  arc^as  must  be  increased  if  America  is  to  continue  to  grow.  The 
n(Hrle<;t  of  their  problems  surely  will  bring  the  major  metro  areas 
•  tumhling  down  upon  the  greatest  country  mankind  has  ever  known. 

Xhe  hearings  held  enrlier  by  this  subconnnittee  were  wrll  docu- 
mented with  facts  and  figures  to  emphnsi/.e  the  problems  that  are 
fa(^ing  rural  areas;  theivfore,  we  feel  that  it  is  not  ue<'essnry  to  review 
them  in  order  to  prove  or  substantiate  the  need  for  additional  legisla- 
tive authority. 

It  \^  be(^ause  of  onr  firm  conviction ^that  the  answers  to  tomorrow*s 
urban  problems  can  l)e  found  in  a  healthy,  strong  economic  rural 
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America  that  we  support  legislation  to  provide  for  tlie  establishment 
of  new  or  expanded  joh-producin^  industrial  and  commercial  e^tab- 
li^hipents  in  rural  areas.  In  fact,  it  I'S  because  of  our  nej^-lect  of  the 
problems  of  rural  America  that  our  urban  cent4»rs  are  in  such  a  state  of 
poverty,  confusion,  and  overcrowded  conditions. 

We  nave  cautioned  ag:ainst  rural  develof>ment  programs  that  fail 
to  i-ecopiize  the  i^ipoitanc^e  of  the  coJitribution  that  can  be  made  to- 
ward the  economic  stability  of  rural  America  by  family  agriculture 
However,  we  also  realize,  and  would  like  to  emphasize,  that  then^  are 
many  problems  of  rural  and  nonmetro  residt^nts  tliat  present  i)ro^rams 
•have  not  only  failecf  to  solve  but  were  not  dire<»te<l  to  solve. 

The  leg:islation  before  this  snbconnnitt^^  today  addresses  it.nelf  to 
these  problems.  The  type  and  form  of  legislation  Wnoi-te4  by  this  sub- 
committee and,  hopefully,  passed  by  CoiiipreSs  is  or  prr^ni  im[)oi'tance 
if  we  are  to,  at  long  last,  address  oui-selv^  to  the  cntii-e  probliMU  of 
the  niral  (vonomy, 

.  It  is  obvious  that  the  Government  cannot  dictate  to  private  industry 
wliere  it  should  locate  its  plants,  nor  can  it  dictate  the  whole  poli(\v 
of  the  allocation  of  cesonrces  and  economic  development.  Ilmvever, 
it  can  compensate  for^those  factors  not  available  in  the  areas  where 
it  feels  there  sliould  be  some  additional  industrial  or  a^vkultural 
developmejit  and  iUSKume  some  of  the  risks  inherent  in  ^i,s  Rind  of 
openitjoii.  Such  planning  could  and  should  obvionslv  talfe  into  con- 
sideration the  .so<'ial  f:u-tors  involvcnh  as  well  as  tile  |)^ssil)ility  of 
the  simple  making:  of  a  profit  by  a  private  entreimMieur.  . 

We  have  been  concecned  that  i)ro^rrams  designed  to^alleviate  some 
of  these  problems  have  not  fim(*ti()ned  in  the  rural  areas  as  we  had 
hoped.  Congre.ss  made  provi.sions  for  ruial  water  and  stMver  systems 
on  paper,  throu^rh  the  ])assa^e  of  leg:islation,  without  adeciuately  f nnd- 
infr  the  pro^arrams.  The  necessity  of  up^-ading  our  rural  electric  and 
telephone  systems  has  always  been  and  still  remains,  a  constant  battle 
in  Congress.  In  addition,  we  have  s(hmi  the  Office  of  Management  and 
Budget  withhold  appropriations  of  the  Congress  for  services  which 
are  l)adly  needed  in  the  rural  areas. 

Even  with  wlnit  has  been  planned  and  accomplished,  we  appear  to  be 
attacking  the  symptoms  of  the  problem  instead  of  attacking  the  prob- 
lem at  its  roots.  We  feel  that  the  legislation  before  this  sulx-onnnittee 
is  addressing  the  roots  of  the  problem  as  we  see  them  in  rural  America. 
We  need  greatly  expande<l  manpower  training  programs  for  rural 
areas  and,  mostly,  the  abandonment  of  the  laissez-faire  system  for  al- 
location of  the  human  and  financial  resources  on  the  basis  of  efficiei/cy 
only.  ;  .  / 

It  is  the  stated  intention  of  Senator  Talmadge  and  you,  Mr.  Chaii-- 
man,  as  well  as  other  sponsoi-s  of  S.  2223,  to  limit  the  present  activities 
of  the  P;armers  Home  Administration  and  the  Farm  Credit  Adminis- 
tration to  furnishing  credit  to  farmers.  Likewise  S.  2223  would  con- 
solidate some  functiohs  of  FHA  and  other  (rovemment  agencies  that 
depend  upon  annual  appropriations  to  carry  04i  their  development 
programs  in  rural  America,  by  setting  up  a  similar  credit  structure  for 
nonfarm  rural  borrowers  under  title  11  of  a  new  '"Rural  Development 
Financial  Resources  Act."  In  our  judgments,  this  should  avoid  the  prob- 
lem that  we  have  had  in  the  past  of  having  good  legislation  passed 
only  fo  discover  that  the  programs  were  either  inadequately  financed 
or  the  appropriated  moneys  were  withheld. 
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However,  title  I  of  the  bill,  in  amending  the  Consolidated  Farmers 
Home  Administration  Act  of  1961,  under  a  new  title  of  "Consolidated 
Farm  and  Rural  Development  Act,"  actually  enlar^jes  the  powei-s  of 
the  Secretary  of  A??rieulture  in  this  field,  so  that  thece  is  a  considerable 
overlap  of  powers  in  the  ^""HA  provisions  as  amended  by  title  I  and 
thenew  title  II. 

xsjin  most  cases  this  overlapping  of  powers  could  lead  to  administra- 
tive difficulties.  However^  in  this  case,  this  should  occasion  no  real 
problems  in  operations,  smce  S.  2223  reorganizes  the  Department  of 
Apiculture  to  provide  brother  agencies,  the  Farm  Development  Ad- 
ministration and  the  Rural  Entei^prise  and. Community  Development 
Administration,  under  a  new  Assistant  Secretary  of  Agriculture.  Con- 
flicts should  hi  avoidable  under  any  duplication  of  [mwei-s  or  alterna- 
tive courses  of  action  may,  in  fact,  be  of  value  in  some  future  situations. 
The  use  of  moneys  in  the  existing  Farm  Credit  SyvSteni — and  here  we 
are  referring  not  to  the  Farm  Credit  Administration  but  to  the  other 
ccedit  agency  within  FHA — as  a  supplementary  source  of  financing 
for  some  future  rural  project  may  be  of  considerable  l)eneftt  in  achiev- 
ing the  overall  T)ur[)ose  of  developing  rural  America. 

The  Crrange  has  some  apprehension  about  setting  up  an  entuely 
new  administrative  authority  for  rural  development. although  we  nuist 
admit  that,  in  doing  so.  we  would  avoid  the  inoblenis  we  have  had  in 
the  past  of  inade(jnate  financing  of  rural  development  programs.  We 
would  hope  that  tliis  could  be  acconipli.shed  by  nineiuling  present  .stat- 
utes to  provide  them  the  authorities  necessary  to  carry  out  the  |)iir- 
poses  of  the  i)endin<r  legislation,  and  hifie  we  liave  to  rely  nf)on  the 
ex])eitise  of  tlie  stati*  and  Mr.  Haker,  ami  yoni-self,  Mr,  Chairman,  wnd 
Senator  Hellmon  and  other  members  of  the  full  Senate  Agriculture 
(^ommittee  to  make  the  determination  of  whether  it  can  be  done  tlnit 
way.  We  have  reservations  at  this  time  as  to  whother  it  can  or  cannot. 
In  other  words,  expand  and  increase  the  lending  and  borrowing  au- 
thority of  the  pres'.Mit  Fai  inei-s  Home  Administration. 

Mr.  Chairman,  the  legislation  cosponsored  by  you  and  other  ^fem- 
bei-s  of  the  Semite  is  a  very  comprehensive  and  coinplirnted  bill.  A\'hilc 
M'e  su[)poit  it  in  principle,  we  do  hope  that  the  objectives  can  be  acconi- 
pli.shed by  other  means.  Amendment  No,  If);]  by  Senator  Pear.so!i,  to 
S,  i4H3,  has  distinct  possibilities  and  we  would  nrge  tliat  a  great  deal 
of  study  be  given  to  the  several  [)rO|)osals  now  [WMiding  before  the 
subcomnnttee.  As  1  mentioned  earlier,  as  we  study  it  longer,  we  nre 
inclined  to  believe  that  it  does  y>rovide  the  answers  to  the  i)robleins 
we  have  seen  in  niral  America  for  many  years. 

I  might  add  that  one  of  the  I'eason.^:  we  have  hesitated  in  givinir  it 
any  firm  or  strong  support  at  this  time  is  that  the  Xatioiuil  (rrange 
policy  is  nuide  by  a  delegate  body  at  our  anmial  session. 

Senator  ITrMrirRKv.  Yes.  we  understand  that. 

Mr.  Fredkkick.  And  we  have  not  had  an  o])poi't unity  to  meet  'with 
our  agri(nilt.ure  committee  and  with  the  delegates  on  this  a[)proacli  to 
rural  development.  Our  next  meeting  is  in  November  of  this  year.  I 
would  hope  that  the  bill  is  passed  by  then,  but.  if  it  is  not,  we  would 
like  to  have  perliai)S  a  staff  man  attend  our  annual  session  and  meet 
with  our  agriculture  committee  and  fully  explain  tlie  bill.  Then  he 
could  answer  any  questions  we  had  and  1  would  expect  that  we  would 
come  out  in  support  of  the  bill. 
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Senator  Hi  MPJinKy.  Tliank  yon,  sir. 

Mr.  Fredkrick.  Tlie  National  (ri'anffe  is  in  sui)t)ort  of  lo^rslation  to 
establisli  a''R\iral  Developnient  Hank  to  help  rebuild  rural  America. 
The  rural  areas  of  o\ir  Nation  have  been  neglected  far  too  long  anci 
legislation  is  long  overdue.  However,  we  respectfully  urge  the  sub- 
conunittoe  and  the  Senate  to  move  with  caution  before  eimeting  legis- 
lation that  will  be  difficult  to  adnnnister  and  which  would  lead  to 
further  frustration  of  an  already  difficult  j)roblem. 

In  (^ncbision,  Mr.  (^haimian,  as  the  proolenis  of  rui'al  comniunities 
become  more  pmssi ng,  rural  develoimient  will  he  incmisingl y  in  the 
news,  for  itotters  the  promise  of  infusing  new  economic  life  iiito  these 
areas.  However,  ruml  devel(>|)nient  does  not  take  i)lace  on  its  own, 
nor  does  having  adequate  funds  available  insui-e  its  success.  If  it  is 
to  succeed,  farmers,  nonfarm  nu'al  iwidents,  and  other  community 
leadei-s  m»ist  take  the  initiative  in  en(X)uraging  the  community  to  study 
its  pn)blems  and  preserve  in  seeing  that  the  conclusions  based  on 
these  findings  are  carried  through  to  a  logical  end. 

To  iny  knowledge,  every  s»iccessf\d  attempt  at  niral  development 
has  been  bw'ause  people  became  involved  in  problem  solving.  I  tliink 
the  Senator  sexamj)le  of  what  happened  in  Perry,  Okla.,  is  an  excellent 
exauiple  of  knowledge  of  local  conditions  and  problem  solving  thiuogh 
involvement  of  people.  They  have  got  to  get  otf  their  apathy  and 
become  concerned  and  go  to  work  to  make  their  commimity  pi*ograms 
work,  ('omnnuiities  in  Pennsylvania,  Iowa,  North  Carolina,  Nebraska, 
ul  North  Dakota,  to  mention  only  a  few,  have  successful  rural  devel- 
opment programs — all  l)eca\i.se  [)eople  caivd  al>out  what  was  hap[)ening 
to  their  towns. 

Despite  (jovernment  activitv  and  creation  of  a  develo[)ment  bank, 
success  really  (le[)ends,  as  we  bnye  seen,  on  what  is  done  within  each 
conuuunity.  The  national  [danning  of  overall  programs  and  ade<iuate 
fimds  for  devel()[)ment  can  be  siipplied,  l)ut  the  [)rograms  must  be 
executed  through  State  and  local  committees,  with  the  initiative  and 
decisionnuiking  in  local  hands. 

Leadership,  initiative,  ingenuity,  judgment,  and  application  are 
potent  forces  in  conuninuty  growth  and  development.  Rural  develop- 
njent  cannot  be  sf)0()n  fed— governuients.  Federal,  State,  and  local,  can 
su()ply  the  overall  plan,  but  in!])lementation  nnist  come  fnmi  within 
the  comnumity,  and  nmy  I  digress  to  say  that  I  think  this  is  an 
iniportant  aspect  of  this  legislation,  aif^l  it  does  involve  local  banks 
and  our  good  friends  from  the  Independent  Bankers  Association.  I 
am  glad  to  hear  their  s\ipiK)it  in  working  with  the  committee  to 
develop  that  kind  of  legislation. 

Senator  Hi  mpiirkv.  As  yon  know,  we  also  concentrate  on  develo[)ing 
n  multi|)lanning  and  nuilti<'0unty  agency.  So  the  whole  structure  is 
related  to  local  initiative,  local  planning,  and  local  conimunity  action. 
And  then  the  fmiding  is  by  the  bank. 

Mr.  FuKUKRicK.  I  notice  in  .Senator  Tabnadgi^'s  remarks  when  l^ie 
introduced  the  bill  von  referred  to  the  local  tricounty  develoj)ment  m 
his  own  state.  And  T  think  it  is  very  essential. 

Senator  IIi'MPukky.  Yes,  indeed. 

Mr.  Fkedkrk  K,  In  fact,  programs  devise<l  by  men,  that  sjipply  only 
moneys  and  plans,  will  bived  apathy,  lack  of  interest,  and  ''I  don't 
<*are"  attitudes  on  the  part  of  the  recipients. 
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Sin(5e  actum  within  tho  coinnuinity  is  vita]  for  successful  rural  dc- 
volopnient,  it  is  obvious  that  leadoi-sliip  and  a<'tivo  pai-ticipation  must 
also  (5onie  from  within  the  conununity.  Enlightened  self-interest  is  at 
the  basBM)f  eonnnunity  develonnient — be  it  rural  or  urban. 

In  rural  development,  results  How  from  a  rouibinntion  of  efiective 
application  of  etioi-t  and  available  resources.  ( 'onnnunities  will  not 
achieve  their  i)oteutial  merely  because  resources  are  there.  Littl(»  can 
he  expected  where  there  are  no  resources;  but  well-conc(»ive(l,  <»on- 
cert«d  effort,  intelligently  ap|)lie(I,  can  produce  worthwhile  ivsults 


Mr.  (MiaiiTTian,  although  we  have  not  been  too  spi^cific  in  our  rec- 
ommendations, we  do  feel  that  the  type  of  financing  set*  forth  in  the 
pending  legislation  will  avoid  the  nuuiy  pitfalls  of  the  past  and  can 
brin<2:  t>ogether  the  necessary  financinjj:,  ])lannin^  and  i)rivate  invest- 
ment t^)  nuike  rural  development  work  to  the  benefit  of  all  America.  ^ 

Thank  you.  Senator  Humphrey,  for  permitting  the  National  (jrantre 
to  appear  before  this  distinfiniished  subc(munittee.  You  and  Senator 
Talniad^re  are  to  be  commended  upon  this  new  ftip]) roach*  to  solving 
the  problems  of  rural  areas.  We  have  faith  in  tliW  wi.sdoui  and  jud^;- 
mont  of  this  suln'ommittee  and  know  that  lej^islaTion  will  be  forth- 
coming that  will  have  the  support  of  the  National  (irange.  We  wish 
you  well  in  this  Undertaking  nnd  ])le(lge  our  support  of  programs 
that  address  themselves  to  the  totaj  problem  of  rural-urban  imbalance. 
We  believe  you  are  on  track-  today  they  say  '*right  on''— Mr. 
Chairman. 

Senator  IlrMriiKKv.  Thnnk  you  very  nuich  f()r_vohr*^testimony. 

,In8t  one  point  1  wo\ild  like  to  rnise  with  yon,  and  tlu^n  I  wjint  to  have 
Senator  Hellmon  (juestion  yoii. 

We  have  had  the.  Kxtensiop  Service  people  in.  The^*  gave  us  some 
very  good  testimony.  And  we  had  a  suggestion  made  b^*  the  chancel- 
lor'of  the  University  of  Nebraska,  to  the  etl'ect  that  the  land-grant 
<*ollege,  through  the  Kxtension  Service,  would  operate  rural  develop-* 
ment  institutes  that  would  give  a  push  to  the  wliole  coiuTpt  of  rural 
developnient  and  to  coordinate  the  numy  fa(*ets  of  the  rural  develoj)- 
ment  program  witlwut  actually,  being  the  action  agency,  these  in- 
stitute's would  provide  the  franu'work  in  which  there  <»ould  be  dialog, 
discussion,  the  organization  and  the  planning  that  would  make  for  a 
l)etter  protrram  of  rural  development.  We  would  like  very  much  to 
have  you  look  at  that  testimony.  I  nm  going  to  have  n  x<'opy  of  the 
testimonv  sent  Over  to  the  (rrange.  I  would  appreciate  your  views  on 
it.  Aiul  I  think  in  fact  we  should  ask  those  witnesses  that  come  before 
us  from  farm  organizations  to  give  us  their  views  on  that  particular 
testimony.  You  maybe  haven't  seen  it  thus  far,  and  it  would  be  too 
unirh  to  ask  you  to  nuike  a  valuable  judgment  at  this  inonu'nt. 

Mr.  Fkkokkick.  I  haven't  seen  it. 

.Suuitor  III  MPMKKv.  Hut  I  iu<t  call  it  to  vour  attenticwt,  and  if  you 
will  give  us  a  little  memo  one  wav  or  the  other,  I  will  asl;  the  staff  to 
get  whatever  testimony  we  have  had  both  in  the  field  and  before  the 
conunittee  heiT  in  Washii^gtoTi  -otir  kf^y  witnesses,  the  Independent 
l^ankers,  the  (Grange,  the  Farmei"s  Fnion,  ^\'4u\tever  groui)s  tesi"ify,  the 
NFO  and  others-  and  get  their  views  on  it. 

I  believe  that  wmild  be  a  good  idea,  dou-'t  you  think.  Senator 
Be  11  in  on? 
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Senator  Bkixmok.  An  excel  lent  one.  ,  ^ 

Senator  Hvmphrkt.  Any  questions,  Senator  f^llmon? 

Kenator  Beixmon.  Mr.  Frederick,  on  [)a^e  4  vou  say :  ''It  is  obvious 
that  (lovernnient  cannot  dictate  to  private  imlustrv  where  it  should 
locate  it«  phjlnts/'  The  point  1  would  like  to  make  is  that  it  seems  to 
me  that  by  n/^fj^lectin^  to  provide  necessary  credit,  aiid  in  some  cases 
other  sup[)Ofrt  services,  that  the  (lovernment  is  dicratin<i:  to  industry 
that  it  locat/e  its  [)lants  always  in  the  big  cities. 

Mr.  Fri^kkick.  Indirectly  I  would  apree  witli  you,  sir. 

Senator  Bell^iox.  And  I  think  this  is  where  a  ])r()l)lem  arises.  There 
are  many  companies,  1  think,  that  might  prefer  to  locate  in  a  leSvM  con- 
gested area  if  there  wa^'  any  way  of  getting  the  capital  and  tlu»  sn])- 
port  that  they  need.  But  U[)  to  jiow,  it  liasn't  l)een  possible  for  a  suuill 
community  to  compete. 

Mr.  Frkhkukk.  I  would  a  give.  Indirectly,  perhai)s,  they  were  direct- 
ing where  it  should  l>e  located.  But  I  think  there  has  to  be  .*^oine  cau- 
tion—depending a  great  d^al  on  re.sponsive  ])ljjnn1ng  for  industrializa- 
tion in  the  rural  areas.  If  it  is  a  mere  shifting  of  an  industrial  {)lant 
in  an  urban  area  to  a  niral  area,  I  don't  know  that  this  is  tlie  type  of 
niral  development,  industrial  rural  development,  that  we  want  l)e- 
cause  it  >voiild  ju3t  be  a  translocation  of  a  resource  from  a  citv  to  tiie 
countn*.  I  think  we  have^to  develop  new  ones.  I  know  that  this  is  the 
intent  of  the  l(^gislation,  and  I  think  that  this  is  what  we  want  to  do. 
1  don't  S€H»  any  benefit  in  taking  a  plant  out  of  Buffalo,  N.Y.,  ahd  put- 
ting it  out  in  rural  New  York. 

Senator  Bkij.mon.  Don't  you  think  it  would  be  a  beiu'lit  to  New 
York  City  if  they  could  have  ])erhaps  a  third  of  their  popuhitiou  lo- 
cated somewhere  else  ^ 

Afr.  FiiKnianrK.  Perhaps  New  York  City  it  woilld. 

Mr.  Bklkmon.  Perhaps AVashington. 

Mr.  FR]'n)KincK.  In  large  cities  I  would  have  to  agree.  But  fiicn  ^ius 
would  have  tin  effect  on  the  people  who  had  been  working  in  the  f)lant, 
if  the  ])lant  moves  from  AVashington  or  New  York  to  sonjewhen*  else. 
This  would  have  to  be  a  well-])lamuHl  and  well -thought out  oiH'nition. 
I  think  the  natioiuil  growth  policy  is  reallv  referred  to  in  our  tes- 
timony. So  you  wouhl  have  even  more  peo])]e  on  the  welfare  rolls  in 
Xew  York  and  Washington  if  you  moved  the  ])lant  out.  If  you  lelocate 
people  you  haven't  helped  the  unemi)]oyment  situation  in  the  rural 
ai-(»as. 

Senator  Bkt.i.mox.  The  leason  a  lot  of  tlie  people  are  in  New  York 
and  AVashington  now  is  because  there  wasn't  any  way  to  mak(»  a  liv- 
i!ig  in  the  rural  areas  M'here  they  once  woi'ked  on  tlie  farm.  And  it 
seems  to  me  that  had  the  (ioveiiiment  l)eeu  alert  at  the  time  we  had 
this  mass  outmigration  from  the  rural  an»as,  and  had  to  provide  in- 
centives or  oppoi't unity  for  jobs  to  be  created  in  those  ureas,  that 
we  wouldn't  have  fl*e  C0Mge.sti<>ii  we  havi'  now  in  tln>  citi  '.-.  an  '  we 
wouldn't  have  the  heavy  welfare  burden  caused  by  [)eople  who  just 
don't  have  marketable  skills  that  thev  can  sell  in  the  cities. 

Mr.  Frkdkrick.  I  couldn't  agree  more,  and  it  is  unfoitnnate  that 
we  didn't  have  this  type  of  f)roirram  in  effect  or  25  years  ago  when 
thefii-st  mignition  really  started. 

Senator  Beu.mon.  What  we  are  suggesting,  I  think,  in  our  work 
here  is  that  p(»ope  ought  to  have  a  choi(»e,  if  they  pn'fer  to  live  in  the 
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runil  amis,  thov  should  have  a  wav  to  iruikc  a  liviii<r  theri.  And  if 
thoy  pivfcr  tlie  city,  that  is  Kne.  lint  up  to  t\w  [)ivsiMit  t|rue  they 
haven't  had  that  choice.  .  1 

Mr.  Kkkokuick.  Tlicy  have  luid  vefv  little  (-hoicc.  \ 
Senator  IVki.i.mon.  Thank  yon.  Mr.  ( Mminnan.  \ 
Senator  IIvMPmnn.  'I'ha'nk  vou  \ery  nuuh.  W'e  will  be  r^i  toucii 
with  vou.  AAV  appreciate  your  coming  before  us.  /\ 

Our  next  witness  is  Dr.  AVeldon  liaiton.  assistant  director  of  the. 
le^rislative  sei-vicesof  the  National  Fannei-s  I'nion.  \ 
Welcome.  IMease  be  Siuited.  '  \ 

STATEMENT  OF  DR.  WELDON  V,  BARTON,  ASSISTANT  DIRECTOR, 
LEGISLATIVE  SERVICES.  NATIONAL  FARMERS  UNIOn\ 

Mr.  l)\KToN.  liefore  1  be^in,  .Mr.  Chairnuin.  1  would  like  tV)  ae- 
knowled<rc  the  presence  \n  the  room  of  Mr.  I^nvis  Johnson,  the  |\resi- 
dent  of  rlio  .Vrkansiis  Fanners  Tnion.  \ 

Senator  Hi  mimii{ky.  Let  him  conu'  ri<jrht  u[).  I  like  to  see  t^lose 
.\!*kansii  us.  '  \ 

.\fr.  Ba;:ton.  He  is  testifyin<r  toiftorrow  befoiy  the  committee.  \ 

Senator  llrMPiiiiKY.  1  w'dl  l)e  here  to  hear  him,  I  saw  him  w'iijk 
throu^xh  the  (h)or.  Every  time  1  see  him  come  throu^rh  the  door  I  fee^  a 
little  stronger,  healthier,  and  better.  \ 

Mr.  }i \UT()N.  Thank  yo\i  very  nmch,  AI r,  ( 'hairuuin.  \ 

.\fr.  Chairman  and  n'lemhei-s  of  the  couunittee,  I  iwu  AVeldon  Hartoh, 
assistant  director  of  the  le^rislative  services  of  the  National  Fanner!^ 
("nion.  X 

1  have  a  [R-eparetl  statement  that  I  would  like  to  reciuest  be  published' 
in  the  record  in  full  I  would  [)i*efer  this  nH)rnin<r  to  sim|)ly  sum-' 
Uiari/.e  ami  hit  sonu»  of  the  hi^di  points  of  that  statement,  if  I  mi^^dit  do 
this. 

Senator  UrMiMMtKV.  It  is  so  a<rn'cd.  AVe  will  have  the  statement 
published  in  its  entirety  in  the  record  as  if  n%i\.  And  you  may  |)!()- 
ceed  to  conHn(M)t. 

.Mr.  IVvirroN.  Mr.  Chairman,  fhe  dolejirates  to  the  National  Farmei-s 
Tnion  National  Convention*  which  met  here  February  'J4  thmutrh  27 
of  tliis  Near,  a(loi)ted  a  statenuMit  of  poli(\v  in  snpix)]!  of  rural  (levelop- 
'  ment  Mud  es[)ecially  in  sup[)oi1:  of  a  rural  (leveloi)ment  (Mvdit  hank. 
I  will  not  read  it,  since  it  is  in  the  be^duiiin^r  of  my  prepared  .state- 
ment. Let  me  say  that  the  iM)licy  statement  adopt^^d  by  our  dele^rates 
wa-  -omewhat  narrower  and  didn't  have  the  i)ix)ad  sco|h>  of  tlie  present 
le^rislntioJi.  llowTver.  Mr.  Chairuuin,  1  think  it  was  the  clear  intention 
of  our  deleiratcs  meetinjr  in  convention  to  snp|K)i-t  a  fully  workable 
and  com])rehensive  financial  system  for  rural  develoi)ment.  Conse- 
(luenrly,  I  tlunk  in  *rcneral  we  would  fully  support  title  1  aiul  title  2 
of  S.  ±Ji!:>.  There  will.of  coui-se  a  need  for\some  tinkeriu^^  witli 
details  nnd  tidvin^r  x\[y  of  the  i)ill  in  this  n^pird. 

I  would  like  to  conunent  very  briefly,  tlien,  Mr.  Chainnaii,  on  title  1 
and  title    of  the  bill. 

Title  1  pro[)Oses  what  mi^dit  be  called  an  hicremental  approaoli  to 
exi)andin<r  rural  development  financin<T.  That  is,  it  starts  out  from 
where  we  are,  with  the  Farmers  Home  Administration,  and  it  reorga- 
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nizes  tho  (Fia,tmoi*8  Homo  Adiiiinistrutioii  and  expands  the  functons 
of  tlie  Funnehi  Home  Adininistnition  into  new  and  advanced  areas 
of  Rnanein^j  for  niral  development. 

An  im])()ittint  addition  to  the  Farmers  II(mie  we  think  is  to  make 
loans  to  attract  new  industries  into  rural  areas.  As  I  said,  Farmers 
Tnion  su[)[)orts  title  1.  We  fully  n^ree  with  the  idea  of  stnwi^henin^ 
the  Department  of  A^rrit'ulture  as  the  agency  throudi  wliieh  farm  ' 
and  rural  devi  lopment  pro^^nuns  are  to  l)e  s[)earhea(red  and  ndmin- 
istertMl.  We  think  that  tlie  I)ej)artment  of  A^ricultuiv  is  the  Agency 
that  is  b(*st  equip[)ed  to  handle  rural  development  pm^ranis  in  eon- 
iunrtion  with  farm  [)ro^n'ams,  and  we  sn[)port  title  1  in  part-  on  this 
basis.  We  think  that  title  I  is  a  realistic  and  workable  alternative  to 
the  niral  eonninmity  development  iwenue  slrarin*^  plan  and  tlie  de- 
partmental reorpmization  proposals  made  by  the  i^resident  earlier 
this  year. 

^  We  also  su[)port  eiiartment  of  legislation  [)atterned  after  title  2  of 
,  S.  2'2'2^.  This  of  coui-se  is  a  mueli  moit*  rom[)i^hensive  system  of  i*ural 
development  linancin^,  and  for  that  reason  is  likely  to  be  somewhat 
more  controversial  than  title  l.*However,  we  niv  ^la<l  to  see  that  von 
liave  come  up  with  some  h'^ishition  that  you  ini^ht  say  ''^oes  for  broKe'' 
"in  ^ettinf^  the  kind  of  lar^e-scale  and  comprehensive  program  that  we 
need  to  tackle  the  proi)leni  of  rural  devel()j)ment.  After  all,  rural  devel- 
opnientn'n  its  l)w)ivder  raniificvitions  is  not  likely  to  be  successful  if  it  is 
undertaken  on  a  completely  piecemeal  basis,  or  on  a  hulfheftrted  basis, 
or  in  a  financially-starved  nninner.  Title  i>  we  think  [)r()vi(les  a  reason- 
able mix  of  administrative  structure  of  hai'd  loans  and  of  cash  ^nint 
which,  if  enacted,  would  set  the  sta^e  for  trufv  meaningful  rural  re- 
vita  lization. 

Mr.  ( 'hairman,  I  am  not  prepared  this  morning  to  ^o  through  the  bill 
on  a  section  by  section  basis  and  comment  upon  it.  We  niav  have  si)ecifie 
additional  comments  on  specific  sections  later.  I  would  like  to  turn  for 
just  a  moment  to  my  statement,  the  bust  two  [)a^es  of  the  statement,  and 
comment  upon  the  ;jr),n(M)  [)opulation  cutoH'. 

Senator  IIi  MriiKKY.  (V)uld  I  just  say  at  this  point  that  we  would 
,ap[)reciate  having  you  look  over  the  bill  section  by  section.  Vou  nii^bt 
want  to  talk  to  our  stati'  about  it  and  ^ive  iis  a  memoranda,  ^ivin^  ns 
vour  analysis  that  yon  nii^lit  wish  to  add  to  your  testimony.  We  will 
kecf)  this  record  o[)en  for  a  period  of  time,  so  there  will  be  plentv  of 
time  for  yon  to  do  so.  I  know  that  this  is  a  complicated  ])iece  of  legisla- 
tion. Hut  your  orpmization,  along  with  others,  has  a  big  stake  in  it. 
And  we  think  that  if  yon  and  any  of  your  associates  wouhl  find  the  f  line 
to  work  with  some  of  our  ])eo[)ie  lier(\  we  might  come  np  with  ad(led 
improvements.  So  you  feel  free  to  do  that. 
\         Mr.  Barton.  We  will  certainly  do  that,  Afr.  Chairman. 

And  let  me  say  that  I  have  studied  the  bill  in  (letail.  If  yon  waiit  to 
ask  questions  al)out  s])ecific  [)rovisions,  I  will  be  [)ret)ared  to  aiiswer 
^  questions  on  it.  And  we  will  respond  to  your  request  for  further  com- 
ment on  the  details  of  the  bill. 

Earlier  this  year,  in  our  testimony  on, the  farm  credit  ]egislati(m 
before  another  subcommittee  of  the' Senate  Agricultm-e  Committee, 
Farmers  Fnion  recommend(Hl  that  rural  housing  loans  of  the  Fann 
Credit  System  be  limited  to  owners  of  housing  located  in  oj)en  countiy 
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and  in  places  of  less  than  inliul)itimts/()nr  intoiition  was  ^en- 

enilly  U)  ei,icouraj>:e  tlic  FCS  a^^ainst  tlie  Hrvanoiii^^  of  liousiii^  in  tlie 
sul)url>s  and  in  lai^^r  urban  i)lac(>s,  aiid  to  omi)lnisizc'  liou.sin^r  assist- 
ance in  ()pen  rural  areasand  in  Hiiuill  t(^\vns. 

We  view  tliis  question  soniewliat  dltfereatly  in  iv^ard  to  S.  ±^211. 
We  recognize  tliat  effiH'tive  rural  develoinnent  niay  need  to  l)c  focused 
npoj)  larger  conunnnities  juid  towns  tliat  otl'er  [mtential  for  fui^lier 
<rrowtli  aihl  develoimient. 

However,  we  think  tluit  tliere  needs  to  he  ft. careful  distinction  in 
tliis  legislation  hetween  i)ronn)tion  of  new  town^  that  are  essentially 
satellites  of  larorer  nietropoUt  an  areas,  on  the  one  liutul,  aiid  i*evitaliza- 
tion  of  oonununities  that  serve,  and  are  served  hy  a\irronndin^r  area, 
on  the  other.  While  it  nuiy  be  highly  desirable  '  a!urh|  (^nirse  it  is  a 
matter  of  public  policy  now  in  a  title  of  the  Ilousin^r  Act  of  \U7i) — 
to  develoj)  new  comnnndties  or  satellite  cities  on  the  i)eriiHu'ry  of  oui- 
ubran  eentg;r-s,  this  is  at  best  what  m\^\\t  be  called  a  ^^tr^'kle  out" 
ap))roach  til  rural  (levelf)[)nu*nt.  \ 

We  do  not  object  to  the  Xy.mo  i)oi)ulatioi)  cutotf  t^jrardin^r  tV  size 
of  conunuiHties  eli^dhle  foi*  ornnits  and  loans  uiuh'f  S.  ±2'2').  How 
ever,  we  would  sn^^^^est  that  the  committee  minrht  want  to  consili^M- 
the.  following  amendnu*nt,  or  an  amcruhiieut  patented  to  sf)ine  e.xteiit 
after  tins  snt^L^esti()ii\f()r  the  defirutioii  of  a  rural  area  on  [)a^res  i  and\ 


A  nfral  area  nhaU  not  iiu  lude  any  area  in  an.v  city  or  town  whirli  has  a  |m>imi1jj 
tlon  in  ex-cess  of  :V>.000  tnhaliitants.  is  I(K-nteil  uitliin  an  nr!mni7.e<l  area,  or  js 
less  than  (l)lank)  miles  from  the  hounchiry  of  any  urtwoii/.eil  area. 

Sen^Uor  Hi  McriKKV.  (n^ttin^r  away,  in  other  words,  froni  the  sui>urbs 
<*oncept  here  t 

>fr.  HArcn)N.  Kxactly. 

Senator  HrMiMiHKv/rhe  bill  is  iu>t  sutliciently  clear  on  that,  I  a^n-e(» 
M'ith  you.  I  have  had  some  conunent  from  otlieiV  about  it.  We  are  not 
trying  to  finan(T  suburbs,  Ix'cause  the  Housinor  aiul  I'rban  I)c\eloj) 
ment  Department  and  HKW  and  other  airencies  do  that.  This  should 
be  related  to  conunnnities  like  Senator  Hellinon  and  myself  ha\e  in 
our  reai)ective  States.  I  am  tbinkin^^  alnnit  a  (•ommunitv  like  Worth- 
in«i:ton,  Minn.,  where  I  was  Saturday,  or  Delano,  or  Hnll'alo,  ^finn. 
T4)cse.  are  little  towns,  and  some  of  them  run  15,(HH). 
and  ^5,000.  That  is  really  what  we  are  ;rcttin^^  at,  rather  than  talking' 
about  Hloomin^rton,  Minn.,  which  has  .V),IUH)  ami  is  a  suburb  of  Min 
neai)olis.  So  we  will  strennfthcn  that  lan^niaire. 

And  if  we  are  i)rivile^ed  to  rejx)!^  a  bill,  we  will  nudvc  it  very  clear 
in  our  i-eport  or  legislative  intept  what  we  are  talkin^Mdwrnt. 

And  also  on  the  matter  of  new  towns,  I  think  that  point  is  well 
raise<l  heiT.  We  have  legislation  for  new  towns.  The  jairpose  of  thi^ 
bill  is  not  basically  to  fimince  new  t<)\vns.  It  is  to  rehabilitate  and  re- 
vital  ize.existing  structures  and  exist ingconmninities. 

Mv.  h.\in\}S.  This  is  cei^aiidy  what  we  are  trying  to  emphasize, 
Afr.  (^hainium.  We  recogidze  the  difficulty  in  structuring  langiiage 
that  would  get  at  this  more  directly  than  getting  the  intention  into 
the  re<'ord.  I  have  workexl  with  the  Onsus  Bureau  on  this,  ami  the 
concept  of  an  urbanized  area  as  defined  by  the  Census  Bureau  does 
have  strict  bduntlaries.  So  from  the  edge  oi  an  urbanized  area  to  the 
beginning  of  a  community  (pialifying  for  assistaiu'c  uiulev  S.  -l^'I']. 
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you  could  have  u  sper'ifir  anvu  It  wonljfln't  Ikj  accurate*  to  call  this  area 
a  buffer  zoue,  but  it  would  be  au  ai-ea  nS-onnd  eacli  of  tht^-cities  or  towns 
tlmt  would  l)e  Hij^iblo  for  loans,  so  tllat  you  wonld  have  in  each  case* 
at  Unist  a  certain  amount  of  miles  oP  rural  area  around  those  towns 
receiving  ^miuts  or  loans  under  S.  ±>2:\  that  would  dmw  upon  ]^hase 
towns,  and  the  t()wns  wouhl  in  turn  dniw  upon  the  niral  area.  So 
in  siich  instances  you  would  luive  real  rural  develo[)nient  in  terms 
of  su|>porting  these  conununitiei^. 

Now,  Mr.  (luiirman,  I  will  prcK'eed  to  the  final  paragraph  of  my 
[)repared  statcntent. 

Amendment  15;^,  authon^d  by  Scmitor  Pear-son,  is  in  our  opinion 
ba.>ically  an  alternati\e  to  title  11  of  S.  2^22^^.  We  think  that  the  mumc- 
in;r  system  in  title  II  is  preferable  to  anu'ndment  15;^ — for  t\Vo 
reasons: 

First,  rural  development  of  the  comprehensive  scope  y)roposed  in 
theM'  bills  should  riot  be  restricted  to  poverty  an»as.  Rural  develop- 
ment is  a  br-oader  and  somewhat  different  pVoblem  than  alleviation 
of  rural  p()verty,  and  de\'elopinental  assistance  should  empluisize  but 
riot  lie  !-estri('ted  to  poveiiy  areas. 

Sccf)rul,  in  our  \  iew  title  II  offer-s  a  more  l)alaiu'e(l  anrl  complete 
trcjirm<'nt  of  the  various  pn)l)lems  r)f  nwal  development  than  does 
auKMidment  1.").'^. 

('onsc(|nently^  we  snppor't  title  II  of  S.  2'2'2']  r)ver  amendment 
sin<'c  in  om*  vie\\  title  1 1  is  a  bett(»r  a[)[)roarh. 

'Iliank  yon.  ^ 

('Hie  nrepared  statcnuMit  t)f  Mr.  Hailon  follows:) 

.Mr.  l5\irt(>N.  Mr.  Chairman,  members  of  the  conuuittee: 

I  .'im  "\Vcl(if)n  y.  liarton,  assistant  director  r)f  lc;rislative  s^M'vices 

of  the  Xatif)nal  Farmers  Cuion.  1  \velcom<*  the  oppoilnnity  to  testify 

i)efor»'  tliis  cf)nmiittee  today  on  S.  'Jii'J'i. 
'Hie  (lele;rsitcs  to  Nati()nal   Farmci-s   Tnion's   1971  Convention 

atlopted  a  policy  statement  calling:  for  the  st ren<rthenin^'  of  fin;uic)n<r 

institutions  for*  rural  (levelopm(»nt : 

Wo  nr;;e  the  < '(>ii;;rp*<s  to  rrenle  n  tiew,  fiHU^niUy  vhnrivn-i\  Kiirnl  I  >eveloprHeiir 
CnMUt  Blink  to  provide  hirn-Mwd  enpihil  tiimnciMtf  for  a  w'uW  p'ome  «>f  inrnl 
(|ev«'loprijenr  prf^trnitiis  The  hunk  should  In*  iinlepemlent  of  the  Kn  rm  ('n-(llt 
SvMtf'iM  iukI  ottier  exIntlriK  fanu  and  rural  credit  IriNtKntloTiK  it  Mhonld  he 
Jitnrted  \^lth  "seed  money"  nrM"'^>prlMted  by  the  F(Hlernl  (lovernMierit  iwrlmi^s 

fhllllon — anfl  Hlionid  operate  nx  a  pnhlle-privnte  eorporntlon  The  bank  u'onld 
ake  Ijuom  for  rural  liousiu;;.  \\  {iter  and  sewer  systems.  \\  :iter  resonn'c  proje^  tiM, 
A  ^j;Hct^'ath)nal  fa<'lll ties., and  other  a<-tlvltie«  for  the  renewal  of  rural  areas  of  ttie 
nation. 

The  Rnnil  I )evelopnient  CnHlU  Hntd;  Khould  tK>  suppleruentiiry  lo  and  hi  no 
Wijy  « cuniK'tltlve  with    exlMtint?  farin  cnHllt  lending  proKrfiins, 

S.  liii'J.')  would  consi<lerably  beyond  (he  *'l{ural  I )cv(»lr)pmont 
('n»dit  Hanh*'*as  outlined  in  this  Farm(*rs  Union  pr)li(»v  statement. 
The  bill  T)n)poses  two  complementarv  ways  of  promoting  rural  devel- 
opnient  financing'— spelled  out  in  titles  I  and  II  respectively. 
^  Title  *L  the  '"('onsolidateii  Farm  aiwl  Rural  Development  Act/' 
nu/xht  be  des(^ril>ed  as  an  inc'remental  api)roach  to  expaufled  rural 
develof)ment  fimincin^.  It  would  reorganize  the  Farmers  Home  Ad- 
ministration and  St  re n^ hen  FIIA  loan  and  jorrant  {)ro^rams  to  farmei's 
and  for  a  wide  range  of  other  rural  development  purposes. 

Farmers  Fnion  supports  enactment  of  title  1.  We  support  tliis  title 
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witli  the  c*\i)(\-tati()n  tluit  not  only  industrial  hut  jiKso  agricultural 
loan  j)ro<rrani^  of  FIIA  will  l)e  expanth'd.  Wv.  cannot  and  must  not 
avoid  the  fact  that  fanning  is  the  No.  1  business  in  rural  America, 
and  farniin<y  is  tlu'  nuijor  activity  tliat  generates  the  income  of 
bankei"S,  grocei-s,  automol)ile,  and  farm  inq)lement  dealer's,  and  otliers 
in  rural  conmumities  and  small  towns. 

In  this  ^^en-.c,  farming  is  the  fcnuulatioji  on  which  any  >ustainal)le 
rural  develoj)nienr  elforts  nuist  be  built.  It  is  es[)ecially  important  to 
expand  the  loan  programs  of  the  Fai'iners  Home  Administration, 
sim*e  tiiesc  loans  go  to  small  farmers  wiio  are  struggling  to  [)l<ice 
their  o|  erations  on  a  sound  eeononiic  basis.  An  FHA  loan  at  the  right 
time  ran  be  the  derisive  factor  on  whether  or  Jiot  a  fariiU'r  in  this 
category  will  );e  able  to  .^tay  in  fai'ming  and  in  rural  America. 

We  sU[>])ort  title  I  bi'-anse,  in  our  view,  it  would  strengthen  tlu' 
r.S.  DepartiiK'nt  of  Agriculture  aiul  the  I)epartm(»nt*s  potential  for 
carrying  out  elfectixe  fiirm  and  rural  develo[)ment  ])r()grams.  In  this 
.setjM',  .S.  li-J-j:;  is  a  prew  rable  alte:'nati\ to  the  rural  comuiunity 
dcMd()[»njciit  i'r\em:e  sharing  hill  ami  the  departmental  reorganiza- 
tion prop<)>aU  ad\ orated  by  the  Nivon  administration  both  of  which 
would  tend  to  wraken  the  nationwide  farm  and  lairal  development 
proLTiam-.  adiuini^trred  b\  the  Department  of  Airricultui-e. 

'I'itle  I  of  S.  'J.'2'S'U  by  roordiiiat  ing  agricidtural  and  rural  develop 
ment  hnni-  under  a  >inirle  Assistant  Secretary  of  Agruadture  Uural 
I )e\ elopmmt  ( 'rc<lit,  i--  clfurly  prefrrable  to  the  scrittei'ing  of  fai-m  and 
rural  develoj^meut  pro<rrams  under  separate  departments  an<l  levels 
of  ( io\ (•rnmcnt.  Integration  of  these  j)rogi'ams  witliin  the  US1>A 
wdl  facilitate'  -dose  cooperation  betw^HMi  farm  and  othei*  rural  nro 
trramv  ami  encourage  n  working  relationship  between  I'ural  de\elop 
ment  loan  programs  and  ot her  agenrirs  in  the  I)epartment  lOxten^ion 
Service,  Farmers  (\)Oj)erati\'e  Service,  etc.    that  are  also  invohed  in 
iiind  development  at-livities. 

'I'itle  II,  toe  Rural  ! )evidopinen't  Financial  He.sonrces  Act,  ^vould 
create  a  new  bankinir  sy-ti'Ui  for  devcdopnuuit  of  runil  areas  patterned 
afttM  till-  Farm  ('I'cdif  Sv^teni,  conipN  w'th  ji  nrtwoi'k  of  lield  offices 
Mud  retrn>nal  hanks.  I'his  'System  ^would  be  e-M»ntiallv  separate  i'voiw 
the  F'aH^  Crrdit  Sy-ti^n  and  the  Farnu'r-  n(aue  Adnnnist ration  of 
the  iK'put^jent  <d*  Au^ricnlture,  and  could  complement  tbe^  FCS  and 
and  FHA  bv  makinir  mostly  nonfarm  rural  development  loans. 

Faj-mer-  Fnion  supports  the  enactmcMit  of  title  IT.  We  think  that 
it  is  a  ij:oo<l  idea  to  push  foi*  tliis  kind  of  (comprehensive  attack  witli 
grants  as  well  a-N  loans    upon  the  ])i*oblem  of  rni'al  revitalizatiou. 

We  -support  title  II  in  the  understanding  that  the  Rural  I)cvelop- 
>nent  Credit  System  will  draw  money  and  cr(^dit  from  the  general 
monetary  sources  of  the  Nation,  and  will  not  be  din^'tly  competitive 
with  exi.sting  farm  credit-^ programs.  In  light  of  the  increasing  strain 
on  agri(adtural  credit  sources,  we  nuist  be  (*areful  not  to  overyxtend 
the  ]) resent  s(*ai-(*e  sources  of  farm  credit  by  trying  to  nuike  agricad- 
tural  credit  .sources  fulfill  the  entire  credit  needs  for  rural  develop- 
ment. 

Title  II,  tve  think  can  avoid  such  an  unfair  burden  on  farm  credit, 
and  at  the  same  time  give  a  major  impetus  to  the  long  overdue  move- 
ment to  develop  and  renew  the  niral  areas  and  countryside  commu- 
nities of  our  Nation. 
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Mr.  Cliainiiaa,  we  luivl*  not  c-liosen  to  present  a  dettiiled,  sertiou-by- 
se<*tiou  examination  of  S.  2223  to  you  and  vour  subconunittc^*  t<)da.y. 
At  tliis  time,  I  want  to  discuss  oidy  one  specltic  i)rovision  of  the  bill — 
the  definition  of  a  ••rural  aixMi*'  as  a  city  or  town  hot  in  excess  of  ;ir),(MM) 
inliabitants.  We  may  want  to  comment  on  other  specific  ])rovislons. 
at  a  sul)se<iuent  time. 

Earlier  this  year,  in  oiir  testimony  (fn  the  farm  credit  le^ishition 
l>efore  another  subconunittee  of  the  Senate  Agriculture  ^Committee, 
Farmere  Union  reconunended  that  rural  liousing  loans  of  the  Farm 
Credit  System  be  liniited  to  ownei-s  of  housing  locat<»d  in  o[)en  country 
and  in  phice.s  of  less  than  2,500  inhabitants.  Our  intention  was  gen- 
erally to  encourage  the  F(*S  against  the  Jinancing  of  housing  in  the 
suburbs  and  in  larger  urban  phu-es,  and  to  eni])hasize  housing  assist- 
ance in  oi)en  rural  aivas  and  in  small  towns.     '  .         *  , 

AVc  view  this  (iu<^tion  sonu'what  dilferently  in  regard  to  S.  222o. 
We  nv-ogni/.e  that  eJfective  rural  development  may  neiHl  to  be  fotMised 
u[H)\i  larger  conununities  and  towns  that  oJTeo'  potential  for  further 
growth  and  development. 

However,  we  think  that  tlu're  ne<'<ls  to  be  a  <-arefnl  distinction  in 
thi>  legislation  between  ))romotion  of  new  towns  tiiat  are  ess^'utiallv 
^attdlites  of  larger  metropcditan  arc^>,  on  the  one  hand,  and  revitali 
'/at (on  of  conmiunit ics  that  ^ervi'.  and  Aiv  ser\('d  hv  a  surrounding 
rural  area,  on  the  other.  Whde  it  may  be  highly  d(*sirable  to  develop 
new  i-onununities  or  sitcllite  <iit  ies  on  I  he  periphery  of  our  urban  ceil  * 
t«'rs,  this  is  at  best  what  might  be  called  a  ••trickle  out"  approach  to 
rural  d(»\^elopment.  > 

AVe  <lo  n<)t  ol)j(M't  to  the  *).'),n(M)  population  cutoff  ri'gai'ding  (he  -ize 
of  conununities  eligible  for  grants  and  loans  under  vS.  222*5.  AV(»  would 
like  to  see  a  clear  legislative  directive*  to  the  effect  that,  in.sofar  as  con- 
sistent with  the  .objective  of  pi'onioting  viable  town-^  that  show  [)otcn- 
tial  for  fuither  (leveloi)ment,  the  emphasis  be  [)laced  on  smaller  [)laces. 

Specifically,  we  suggest  the  following  wording  for  the  definition  of 
a  "rural  aiva  "on  ])ag(^  1  and  1 1  -12  of  (he  bill : 

A  rural  area  mIuiII  not  iiu  hulc*  any  nn^a  in  any  cUy  or  town  \\*hi(-h  has  a 
talion  in  e\c<»^s  of  .So.uuo  inhabitants,  is  lo<-jite<l  witiiin  an  urhnnizod  nn'a.  or  lii 
l(»ss  than       niilt'H  fr^hi  tlio  houiulary  of  any  nrhanly^'d  area. 

AnuMidment  autliorcd  by  Senator  Pearson  is,  in  our  view, 

basically  an  alternative  to  title  11  of  S.  222:»,  We  think  that  the  financ- 
ing svhtem  in  title  II  is  ])refend)le  to  anuuiduu'nt  l^'l — for  two 
reasons:  ( 1 )  Kural  (level(>{)ment  of  the  comprehensive  scope  pro[)osed 
in  these  bills  shonld  not  be  i*estricted  to  iweiiy  areas.  Kural  develop- 
ment in  a  broader  and  somewlnit  different  ])rol)lem  than  alleviation  of 
rural  poveity,  and  developmental  assist  a  n{'e  should  enipluisize  but  not 
be  i-estricted  to  {)overty  areas.  (2)  Title  IL  in  our  view,  offers  a  more 
l)alan(*e<l  and  cftn)plete  treatment  of  the  various  ju'oblems  of  rural  de- 
veloi)ment  than  does  amendinent  15.'^. 

Senator  HrMrnRKv.  It  luus  bei'ii  my  judgnuMit,  that  when  we  dii  ect 
so  much  of  our  legislative  intent  these  days  to  what  we  call  the  poveily 
area.s,  we  forget  that  other  areas  can  soom  become  poverty  amis  unless 
they  have  a  chance  to  grow^  and  develop.  And  the  best  answer,  of 
(*()ursc%  to  ))oveity  is  not  a  direct  aj)proa(di  per  se  t^>  i)overty,  Init  a 
direct  ai){)r(wh  to  the  development  and  the  investment  \n  the  growth 
of  the  coumninity  that  absorbs  peojde  so  that  they  can  get  out  of  their 
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poverty  syiidroine  that  is  so  often  evident.  And  that, is  the  purpose^ 
of  title  II.  Tlie  title  II  purnose  is  what  I  call  preventive  ine4icme,  and 
also  eunitive  in  the  sense  tnat  tus  you  develop,  jobs  o\wn  up,  the  econ- 
omy improvers,  the  social  .st^rvices  inii)rove,  hut  you  hasically  attack 
the  r(M)t  canst*^^  that  hnn^  about  ])overty. 

Mr.  I^.vim)S.  We  cei-tainly  a<rree  with  that,  Senatoi'.  We  think  tluit 
it  is  a  positive  appn)a<h  that,  a^i  you  say,  tries  to  ^et  ahead  of  tlie 
prc/bleins.  '         '  ' 

One* thin^  that  we  like  about  title  II  of  S.  '2'22:\  as  written  is  that 
it  (l(H^  <ro  beyond  what  we  have  talked  about  for  yearly-  the  idea  of 
runil-nrban  baianci*  in  the  sense  that  the  rural  amis  slionid  be  allo- 
cates I  their  "fair  shaiv"  of  Fed^»ral  moneys  in  teiins  of  the  total  pie. 
"riiis  is  a  concept  that  we  cei-t^iinly  supi>orte<l  in  the  past,  liut  this 
le<ri>lation  «rets  on  a  moi-e  positive  note  and  say.^.  let's  fry^i  together  with 
urban  people,  and  let's  develop  the  rural  areas  of  this  country  w)  that 
tliey  wil  serve  lM)th  ninil  and  urban  areas.  In  this  sen.se,  aKo,  it  ^(n*s 
1h  V(Jid  the  po\ei-ty  and  the  niral  urban  balance  approaches,  and  takes 
ih  [Mr^iti  ve  attack. 

Senat4)r  Hkm.mon.  Mr.  ( liairman,  Mr.  Barton  has  inaih'  a  fiiu- state- 
ment, and  !  appnriate  it.  I  have  iiocjuestions. 

S(*iuitor  IIi  MiMiKKY.  I  want  to  thank  you  very,  veiy  much.  I  ap] 
eiate  your  coming  b(»for(»  tlu*.  commit t(»e.  And  a^ain,  w(»  do  want  yon 
to  have  a  eontinnin<!:  intei*(»st  in  tlie  propo^sals  and  <r(»t  back  to  us  with 
whatever  yon  can. 

Mr.  B.XRTON.  Thank  you  very  nuu'h.  Mr.  Chairiiuin. 

Senator  IIimimirkv.  As  our  next  witne.ss  w'e  have  Mr.  John  T.  Par- 
ran,  Jr.,  chaitTiian,  Tri-Connty  Council  for  vSouthern  Maryland,  Wal- 
•dorf,  Md.,  al.s^)  re|xj*esentin<r  the  National  Service  to  Regional  (Coun- 
cils. * 

And  we  do  welcome  you,  sir.  Will  you  explain  Ic^ns  your  work, 
])ai-tioularly  witli  the  re^]^ional  councils  and  the  Tri-City  rouncil  for 
Southern  Mainland. 

STATEMENT  OF  JOHN  T.  PARRAN,  JR.,  CHAIRMAN,  TRICOUNTY 
COUNCIL  FOR  SOUTHERN  MARYLAND,  WALDpRF,  MD..  ALSO 
REPRESENTING  THE'  NATIONAL  SERVICBv  TO  REGIONAL 
COUNCILS 

Mr.  Pakkan.  Yes,  Mr.  Chairman.  '  ^ 

I  mi^ht  say  you  are  i-eally  hearin<r  from  a  rural  area  now.  I  live 

soyie  :]()  miles  south  of  Washiufrton,  in  a  place  called  Charles 

(^ouifty. 

Just  as  a  nuitt<»r  of  i)ersonal  interest,  you  don't  know  it,  but  I  was 
your  campai<rn  mana*rer  in  Charles  County,  and  wc  are  still  rootin<r 
for  you. 

Senator  IlrMPiiKKV.  I  want  to  sav  ri<rht  now.  Senator  Bellmou,  I 
thijdc.this  man  is  an  outstandin<r  witness  before  lie  testified, 
(fo  ri<rht  ahead,  sir. 

Mr.  Pakuax.  Mr.  Chairinan,  I  am  today  .repres(Mitin«r  the  Xationaf 
Service  to  Re^onal  (V)uncils.  They  Jiave  a  Imard  meeting  today  and 
wvre  unable  to  be  lie  re.  And  frankly,  a  re<rional  council  is  that  or<rani- 
zation  which  helps  local  ^governments  to  solve  inter <!:overnmental 
problem^. 
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\  *  .    \  , 

In' Maryland  \vc  have  started  to  foi'rn  rc^jriomiT councils,  and  I  ani^ 
the  (•♦uiirman  .of  wliat  we  call  the  Tri-C 'nnnty  Council  for  Sontluiru"* 
MarvhuuU  wliich  is  t hive  small  southern  Ainiyhiiul  eoUnties  I'ight 
outside  the  Washington, !).('.  area. 

1  have  ;j;\i)re[)ai'e(hstateineiU,  sir.  I  nin  not  <j:oin^^  to  lead  it.  * 
.  I  have  sei'ved  in  the  Mary  land  Le^islcvture  hefoie,  and  1  know  that 
youV  e.ou/n'itt-ee  work  and  time  is  valuable.  I  would  like  to  make,  my 
stjitenienf  a  part  of  tlu»  record, if  possible. 

Sen;U:()r  Himimiuky.  Do  we  have  extra  copies  ()ryt)ui'  statenu-nt, 
here^ 

Mr.  Parka  X.  They  arc  ma  kin  <»:  some  foi'me.  , 

Senator  llrMriiKKV,  We  will  put  the  statement  in  its  entin^ty  in  the 
record,  and  you  feel  f<-ec  to  comment. 

Mr.  l*Ain{AX.  Yt^s,sir.  I  will  jui»tsunnnarize  it  verybrietly. 

Speaking  On  behalf  of  the  National  Service  to  Ue^ional  Councils, 
-the  rno.st  important  aspect  of  these  hills  to  the  national  .service  is  that 
they  enconratro  a  re^jifuml  approach  to  rural  community  development, 
and*  we  feel  that  tliis  is'a  viilid  approacli,  nnd  fidly  endorse  and  sup- 
port it.  ^  ^  *  '  . 

The  me^er  resources  available  to  local  <i:overnments  hi  nu'nl  IVmer- 
ica  lia\e  madv  it  diflicult  foi'  tliem  to  maintain  and  cnlumee  the  livin<!: 
environments  in  tliose  areas.  I^ewise  o])poii:unities  for  employment 
are  also  declining.  To  a  lar^e  exfeiit  t\\('  shoita^^e  of  investment  capital 
to  attract  industrial  and  comnuM-cial  developnu\^it  is  the  basis  for 
this  <t[e{'line.  TIh^  very  shortatre  of  iinaneial  resources  in  itself  is  a 
jn^titicsitjon  lor  requirin^^  a  leijionah  approach  to  rural  dcM  chiinneiit. 

As  Ave  luivc  alrea(i^  indicjUed,  the  State  and  lo/^al  governments  in 
rural  nreas  have  be(^n  exercining  tjrreat  initiative  hi  developing  regional 
4uechjinisms  for  the  solution  of  tl\eir  pi'oI)lems. 

AVe  approve  of  this  regionnl  appi'oach,  and  Ave  fe(»l  that  it  will  wcu'k. 

And  in  sununary,  as  far  as  the  bil  Is  tlumvsel  vcs  are  concerned,  I  would 
like  to  give  you  tlio  idea  that  the  Natidnnl  Service  to  Ixe^onal  (V)un- 
cils  has. 

Senator  IlrMriiuEY.  When  you  say  the  Xatiomil  Service  to  Regmnal 
Councils. explain  that  tome,  will  yog  ^ 

Mr.  Pakk  vx.  This  is  an  organization  with  its  headquarters  here  in 
W>t4i'^\i^*^^^  '^"^1  fielps  regional  comu-ils  all  over  AmericJi^  For  in- 
stajice,  the  small  regiomil  comu-il  that  we  have  yi  scmthern  ]\raryl«n(l 
three  counties— —      '  *  . 

Scmitoi-  TTr^UMfiiKv.  In  other  words,  these  nuilticounty  groups^  ^ 

Mr/T\\KKAX.  That  is  I'ight,  yes,  sir.  And  this  National  Service  to 
l^egional  Councils  is  an  im-titu'tion  that  feeds  them  infornuitiQU  and 
kee'|)S  them  up  to  date  on  what  liaf)])enin5X  in  Congress,  and  helps 
tlieiu  fmu*tion,'and  is  n  very  helpful  tool  for  the  regicmal  councils 
all  ovci' the  country. 

Senator  Ih'MPiiUKV.  Thank  yon. 

"NTr.  T\\KT{AX.'  Mow  is  what  their  attitude  on  these  bills  i<.  Xo.'^l, 
S.  )>'2)1'\  ])ermits  area  wide  plnmiing  and  developing  agencies  to  receive 
ioans^  make  loans,  to  ])ecome  stockholders.  uikI  to  serve  , as  local^  agents 
for  rural  development  banks.  We  pref(»!-  this  approach  to  S.  U^^u 
which  sim])ly  makes  such  agencies  eligible  to  ol)tain  loans,  hut  not  to 
carry  out  any  other  functions. 


Point^o.  2,  S.  2223  provides  tlicvfinai^cial  agencies  of  aroawide  plan- 
ning an'3  development  districtg  may  become  owners  of  banks  under  cer- 
tain circumstances.  We  feel  this  is  an  important  aspect  of  the  legisla- 
tion, and  prefer  it  to  the  la<^k  of  any  such  authorization  in  S.  1483^ 

Pofni  No.  3,  we  prefer  the  definition  of  riVal  region  contained  in 
S.  2228  to  that  in  S.  1483.  Moreover,  S.  2223  contains  the  authorization 
to  broaden  the  definition  when  spcHjial  circumstances  may  justify  such 
expansion.  We  believe  this'^typc  of  flexibility  should  be  encouraged. 

In  closing,  1  appreciate  the  chance  to  be  be^orQ  your  committee.  We 
again  endorse  this  regional  approach,  and  certainly  hope  you  have  suc- 
cess with  the  bill. 

Tliauk  you. 

( The  prepared  statement  of  Mr.  PtA^an  follows :) 

Mr.  Parrax.  ]Mr.  Chairman,  1  am  very  pleased  to  be  here  today  on 
behalf  of  the  National  Service  to  Regional  Councils.  I  have  been  asked 
to  represent  the  National  Service  during  these  rural  development  hear- 
ings, since  a  board  meeting  prevents  a  member  of  the  NSRC  board  from 
attending.  For  the  record,  I  have  had  the  pleasure  of  serving  as  the 
chainnau  of  the  Tri-Countv  Council  for  Southern  Marvhuid  since 

1968.  '  ;  \ 

Let  me  begin  with  some  introductorj'  coinnieiits  about  our  organiza- 
tion which  will  serve  to  make  cjear  our  point  of  view.  The  National 
•Service  to  Regional  Councils  was  initiated  in  1967  to  assist  the  rapidly 
growing  number  of  regi(mal  councils  in  setting  up  and  improving  their 
programs  and  activities. 

Regional  councils,  simply  summarized,  are  are wide  organizations 
which  invojve  more  than  one  local  government ^and  encompass  a  total 
regional  community.  Regional  councils  exist  both  in  densely  populated 
metropolitan  areas  and  in  spai*sely  poi)u1ated  rural  areas.  Their  prime 
purpose  is  to  increase  comniunications,  cooperation,  and  coordination 
among  local  governments,  to  review  certain  Federal  grant  applications, 
and  to  develop  policies  and  programs  to  meet  mutual  problems  and 
challenges.  Tlie  term  regional  council  encompasses  several  different 
types  of  oi^ganizational  structures,  tlie  three  most  prominent  being 
councils  of  governments,  eccmoinic  or  local  development  disti-icts,  juul 
regional  planning  conimissi(nis.  (-lose  to  600  such  regional  councils 
have  been  established  to  deal  with  area  wide  ])robleins.  The  governing 
Iwdies  of  thcise  councils  are  composed  primarily  of  1o(mi1  go^'ernment 
elected  officials  or  their  representatives. 

•  Many  regional  councils  serv^e  as  the  Iwisic  (^oordi native  dev  ice  for 
Federal  funding  of  local  government  activities.  This  function  is  ])er- 
foiTued  as  a  result  of  the  ^'review  and  c(miinent''  lu'o visions  of  section 
204  of  the  Demonstration  Cities  Knd  MetroiK)litan  Development  Act 
of  1966^.  This  provision  wassul).s*e<itinpntly  cxpandf^d  by  the  Intergovem- 
mental  C()0|)eratipn  Act  of  1968  and  implemented  through  Circular  A- 
95  of  the  Office  of  Management  and  iVndgjBt.  Regional  councils  des- 
ignated as  A-95  agf?icies  review  Federal-aid  a[)plications  of  local  gov- 
ernments prior  to  submission  to  the  Federal  funding  agencie,^.  The 
councils  review  the  applications  to  assure  their  consi.stency  with  the 
regional  adopted  plans  and  priorities.  For  the  committee'-s  informa- 
tion, I  am  attaching  a  recent  National  Service  i)ublication  with  niorei 
detailed  material  on  what  regi<)nal  councils  are  doing,  and  a  roster 
of  the  National  Service  board. 
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Of  the  nearly  300  regional  councils  who  are  members  of  the  National 
Service,  more  than  one-half  have  been  organized  in  nomnetropolitan 
rural  regions  throughout  the  United  States.  And  additional  rural  re- 
gional agencies  are  being  established  every  day.  As  in  the  case  of  our 
metropolitan  areas,  local  governments  in  rural  America  have  recog- 
nized the  benefit  which  can  be  derived  from  pooKng  their  resources  to 
solve  their  intergovernmental  problemjj  and  enhancing  their  orderly 
growth  and  development.  In  short,  Mr.  Chairman,  the  Nat ioiyil 'Service 
has  an  immediate  and  direct  interest  in  the  legislal:ion  now  pending 
]>efore  your  committee,  especially  S.  1483  and  S.  2223.  JJoth  of  these 
bills  would  provide  financial  support  to  our  rural  areas  for  the  purpose 
of  making  these  areas  vital  forces  in  our  economy. 

Before  I  make  any  specific  comments  on  the  proposed  bills  before  the 
conmiittee,  I  would  like  to  recall  briefly  some  of  the  testimony  that 
the  National  Service  was  i)rivi]eged  to  present  U)  you  several  njonths 
ago  during  your  general  hearings  (m' rural  development.  We  enj- 
r)]msized  one  interest  al)ove  all.  We  urged  tlie  dc^ve^lopment  of  a  co- 
henMit  and  rational  national  balanced  gn)\vth  j)<)li<'v,  wT)i('h  enconj- 
pa.^ses  rural  and  iirban  Anierica.  To  a  large  extent,  the  various  pro- 
posals ])en(ling  before  you  on  rural  development  reflect  tliat  imvl  and 
mandate  that  such  a  policy  be  developed.  It  follows  your  lend  in  recog- 
nizing the  need  for  a  balanced  develo])mental  "policy  as  reflected  in  the 
Agriculture  Act  of  H)70.  We  cannot  overemphasize  tlie  importance  of 
the  aspect  of  rural  developnient,  but  it  is  not  solelv'^a  rural  issue.  We 
need  a  balanced  development  policy  if  we  are  to  manage  and  solve 
many  of  our  urban  and  njetro|)olitan  problems.  This  legislatiori,  there- 
fore, transcends  rural  interests.  It  is  national  in  charurter  and  for  that 
reason  we  not  only  ho])e  to  indicate  oiir  feelings  representing  rni'al 
regional  agencies  of  local  govenunent.  but  also  our  members  who  come 
f  l  om  the  metropolitan  areas  of  tlie  United  States. 

Ill'RAL  DKVKLOPMKNT 

The  j)i:opoaed  Rural  Community  DevelopnuMit  Hank,  S.  14H:5,  and 
the  (Consolidated  Farm  and  Knral  Development  Act.  S.  2223.  have 
the  .same  general  purpose.  WJule  these  bills  have  different  approaches, 
they  both  would  provide  venture  and  nmrtgagt*  capital  required  to 
adequately  finance  rural  development.  In  the  ca.se  of  S.  2223.  this  would 
be  accompli.sbed  through  an  investment  and  credit  sy.stem  that  would 
combine  and  expand  exi.sting  oj)erations  of  the  F^rin  (^redit  Adminis- 
tration and  tlie  Farmers'  Home  Admini.stration.  VhC^  bill  would  aj)ply 
maiiily  to  rural  areas  of  under  35,000  population  which  are  not  con- 
tiguous to  large  municipalities^  or  metropolitan  areas. 

S..1483  goes  in  the  same , direction  but  uses  a  different  .structural 
approach  to  creating  the  mechanisms  for  the  extension  of  such  credit 
in  rural  areas.  It  also  defines  tlie  eligible  niral  areas  differently*  by 
providing  that  the  credit  could  be  inade  available'  for  nonfarm  rural 
development  in  SMS  As  and  metropolitan  planning  regions,  a.s*  long 
^as  15  percent  or  more  of  the  families  living  in  the  area  were  below 
the  poverty  level.  ^  6 
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The  bills  would  extend  credit  for  necessary  public  facilities,  such  as 
libraries,  health  clinics  and  water  pollution  control  faciliticH.  Appro- 
priate private  developnuMits  co\ild  also  be  financed  through  this  credit 
system.  For  exam[)le,  industrial  parks,  connrnuiication  facilities,  and 
other  commercial  activities  which  would  engender  employnient  and 
pronmte  orderly  development  would  also  receive  assistance.  Probably 
the  moKt  attractive  feature  of  these  proposals  in  the  view  of  the  tax- 
payer is  that  they  will  require  minimal  Federal  expenditures.  The 
bnlli  of  the  money  contemplated  under  these  l)ills  will  come  from  ])ri- 
vate  ca[)ital  and  investmejit.  The  legislation  would  ^larantee  such 
iuv(*stnients  and  assist  in  providing  direct  links  b(»tw(»eu  c(»ntral  money 
markets airf^rnral  credit  needs. 

The  most/'^imf)ortant  aspect  of  these  bills  to  the  National  Service 
is  that  t)jey  encourage  a  regional **api)l'oach  to  rural  conumu)ity  de- 
velopment. We  feel  this  is  a  valid  approach  and  fully  endorse  and 
support  it.  The  meaner  resources  available  to  local  ^rovernments  in 
rural  .Vmerica  have  made  it  dillirult  for  them  to  nuiintain  and  enhance 
th(»  livint;  envjronnuMits  in  thos(»  areas.  Likewise,  oi)i)ort\uiities  for 
emplpvnuMit  have  also  declin(»d.  To  a  ]i\v<H'  extent,  tbe  shortage  of 
investment  caj/ital  to  attract  industrial  and  commercial  development 
is  th(»  ba<is  for  this  (k'cline.  The  \*ery  shortage  of  financial  resources 
in  itself  i.s  a  justification  for  recjuirin^r  a  re<rional  approacli  to  rural 
developnuMit,  xVs  we  have  already  indicated.  States  and  local  govern- 
ments in  rural  an^as  lun'e  l)(*en  exercisin*r  ^i'eat(M'  initiative  in  (le^'elo])- 
\u<X  n^^ional  nu'chanisms  foi'  the  sohitioiT  of  tluMr  [)robl(Mns. 


Four-Hftlis  of  all  States  have  subdivided  into  regions,  (\)ns(H|uently. 
the  requirement  tliat  j)rojccts  for  wFiicli credit  is  extended  must  be 
consistent  with  area  wide  ])lannin^  and  develo[)ment  should  not  inhibit 
the^  wide  use  of  this  ty[)(»  legislation.  And  those  few  Stat(»s  and  r\n*al 
re^rions  whidi  liave  not  established  re^jional  mechanisms,  this  re(|uirc- 
in(»nt  in  the  law  will  encourage  such  develo[)ment.  It  is  im])ortant  to 
point  otit  that  this  concept— regional  develo])me)it — is  coni[)letely 
comf)atil)le  with  the  administi-atio'n's  ))roposal  on  rui'al  reveime  shar- 
\n<jr.  That  le^rislation  ])r()i>osed  that  each  State  establish  regional  a<ren- 
cies  and  for  thos(»  a^enc^ies  to  develo[).  in  coof)eration  with  the  State, 
a  State  rural  develoj)nu»nt  program.  In.  short,  the  benefit  of  this  re- 
(](nirement,  in  our  opinion,  will  niake  marp^inal  units  of  local  govern- 
ment viable.  It  will  asstire  that  djiplicate  and  overla])  is  ke[)t  to  a  mini- 
nnnn.  xVnd  nmst  important  of  all,  it  will  provide  the  me(»hanism  by 
which  public  and  i)rivate  developments  within  the  rural  areas, will  be 
con,sistent,  not  only  with  the  regional  development  ])lan,  but  consistent 
with  St-ate  development  policies,  intimately,  this  interrelationship 
can  be  tlje  mechanism  for  injplementin^  national  balanced  growth 
pol  icies  as  they  are  developed. 

In  conii)letin^  our  statement,  Mr.  Chairman,  I  wotild  like  to  sum- 
marize these  points  on  [)roposals  in  these  Trills: 

CI)  H.  2223  permits  areawule  planning  and  development  aKcneies  to  receive 
loans,  make  loans,  to  become  stockholders,  and  to  serve  as  local  agents  for  rural 
development  banks.  We  prefer  this  approach  to  S.  14S3  which  simpljg  makes 
such  agencies  eligible  to  obtain  loans,  hut  not  to  carry  out  any  other  functions. 
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{'2)  W.  Ii223  i»rovl(l<»H  th<»  iluiinclal  atseiK'les  ot  an»a\vl(le  planning  and  devotoi)- 
ment  (!l«trU-tH  may  heroine  ownerK  of  banks  un^ler  certain  cln-uniHtancoH,  We  fH»l 
thla  Im  an  Important  aHpect  of  the  le^hlatlon  and  i)refer  It  to  the  lack  of  any 
such  authorization  In  S,  WKi, 

<3)  We  prefer  the  detinltion  <»f  rural  rek'lon  m»ntalne(l  In  S.  2*J!i3  to  that  in 
S.  14SJi  M<>re^5;er,  S.  coittain.s  tlie  aiithorlzation  ta  l»roa<leM  tlie  detinltion 

when  Hpe<-lul j^reumstances  may  jiiHt I fy  Hu<*h  e\i>aMsion.  We  believe  thif<  tyjie 
of  (lexibiiit^^>ul(l  be  encnura^'e^l. 

HI  MM AIIY 

Im  ^'losiii^,  let  ine  a^aiii  einpluisize  timt  we  ur^re  tlie  iv^rioiia]  a[)- 
proHch  to  lunil  (le\ e]()[)nient  contained  in  both  S.  14S;J  and  S:  '2^22l\. 
AVe  fnitlier  nr^e  tiu»  use  of  existino:  re<riona]  councils  invo]vin<r  lo(*al 
♦rovei'iunent  ehu'ted  officials  in  carrying  out  this  yplioy. 

Congress  has  already  <riven  regional  connciTs  some  basic  tools  to 
relat4»  various  FedcM-al  and  State  functional  pro<ri*an)s  within  a  i*e- 
gional  <*ontext.  The  legislation  before  this  coniDiittee  will  giv(»  regioiuil 
councils  important  additional  tools  to  soe  that  rural  doveloi)ment  is 
related  to  the  goals  for  o\*erall  conummity  (levelo[)nient. 

.Xfr.  Chairman,  this  conc]u(h*s  my  renuirks,  and  once  again  I  want 
to  thank  yon  and  the  meml)ei*s  of  the  connuittce  foi-  inviting  us  to 
appear'  before  you  tochiy.  It  has  been  a  pleasure,  aiul  I  hope  our  testi- 
mony Nvill  assist  the  couunittec  in  its  deliberations  on  these  j)ro|)osals. 
Senator  Hr>ri»iiKKv.  Seiuitor  Hellinon^ 

Senator  Bki.lmon.  I  would  like  to  iiupiirc    you  live  -in  miles  from 
,  Washington  i  ^ 

Mr.  pA'iuux.  Yes,  sir. 

Bixmo^tHJo  you  consid(»r  vour  ;ir(»a  to  be  a  rural  area  i 
Mr.  PAiin.vx.  Most  cei^inly  so.  We  have  one  building  in  our  county 
that  has  an  elevator,  it  is\)  rural.  And  we  luive  only  40,000  j)eople  in 
my  county,  which  is  Charf^.  St.  Mary's  has  about  tlie  same,  which 
is  below  lis.  And  Cah  ert  Con^ty  only  has  about  20,000  i)cople.  But  at 
^^^he  present  tim(»  one  of  the  pmbleuis  that  we  are  goin<^  to  face  in  the 
ex[>ansion  of  AVashington,  and  we  are  talking  a))out  a  new  city  C()nce])t 
that  might  ju.st  sit  right  in  the  heart  of  Charles  County. 

wScnator  Bkllmox.  You  heard  our  previous  witness  suggest  that  we 
redefing  or  rewrite  the  section  of  the  bill  that  defines  rural  area.  Would 
you  .say  that  this  bill  should  api)ly  to  conunuuities  10  miles  from  the 
city  limits  of  Washington,  or  20  miles,  or     miles  i 
Sir.  Parrax.  Yes,  sir. 

Scmitor  r>ErxMoX.  AVheiv  (h>es  the  r^tral  area  begin  ^ 

Mr.  Parkax.  I  am  not  sure  where  it  does  begin  and  w]u»re  it  stops, 
because  although  we  are  rural  right  now  and  lU)  miles  from  Washing- 
ton, 10  yeai*s  from  now  wr'rtrc  not  going  to  be  rural,  W(»  are  going* to 
be  right  On  the  outskii-tsof  AVashington, 

Senator  Hfxi.mox.  How  are  we  going  to  fairly  define  a  rural  area  ? 

Mr.  Pakran.  I  don't  have  an  answer  for  tluit. 

vSenator  Bfxlmox.  Well  

Senator  IIi^MriiRKT.  I  imagine,  Senator,  that  we  will  have  to  define 
it  once  and  then  redefine  it  as  we  go  along.  As  a  previous  witness  was 
testifying,  I  \vas  thinking  of  my  own  experience.  I  iive  '>0  miles  west 
of  Minneapolis  in  definitely  a  rural  area.  It  is  a  daitw  area.  And  on 
Highway  12  the  first  community  yon  come  to  is  Wayzata.  Ten  years 
ago  there  was  a  belt,  you  might  say,  a  buffer  zone  between  ^Hinieapolis 
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wWu'h  has  as  its  suburhs  to  tbo  wost  Edina.  St.  Louis  Pai'k,  and  (ioldoii 
ValhiV  (those  are  tlio  thivo  snl)urbaii  conmnniitio^;).  And  tlien  there 
was  an  area  of  al)out  li)  miles  which  was  open  ('oimti7,  where  we  had 
truck  gardens  ami  suiall  businesses.  And  theii  you  emue  to  tlie  Lake 
Nfinnetonka  urea.  And  then  there  was  Wayzata.  whieli  was  a  snnill. 
very  modest  litth*  town,  whicli  would  surely  ([ualify  under  the  t^rms 
of  this  bill  even  now.  but  woul<l  ([ualify  even  more  so  as  a  rural  com 
munity.  lint  then  from  Way/.ata  as  you  move  out,  you  come  to  Long 
Lake. 

Now,  all  of  that  area  is  in  a  sense  becoming  part  of  the  inetropoh- 
tan  area  today.  Hut  when  you  coniO  to  Long  Lake  there  is  a  big  sign 
there  which  savs,  **'We  invite  you  to  bring  your  industry  to  Long  Lake. 
We  invite  you*  for  rural  development."  That  is  a  little  town,  one  nuiin 
street  going  tln-ough  town,  which  is  the  liighway  going  through  it. 
lint  just  as  surely  as  we  are  at  this  table,  10  yeai-^  from  no\y  that  will 
be  embraced  in  wluit  we  call  the  metropolitan  area  of  Minneai)olis. 

Aiul  then  vou  go  a  few  nuley  down  the  road,  and  it  is  Maple  Plain. 
Now.  Maple'Plain  Inis  a  new  [)lant.  It  is  called  Washington  Scientific 
Instnunents,  and  it  em[)loys  a  liundred  or  more  people.  Well,  that 
has  rhniitred  tin*  whole  town. 

And  tluMi  you  (^ome  from  .Vfai)Ie  Plain  to  Delano.  And  actually  the 
metropolitaii  area  is  begiiuiing  to  reach  out  that  far.  And  Delano  is 
)Jn  miles  west  of  the  city  limits  of  Minneapolis. 

Arul  then  U  miles  on  tlic  otlier  side  of  that  is  wlim*  I  live.  There 
is  a  little  towl^  in  between  called  .Nfontrose.  Afontrose  has  a  little  elec- 
tronics plant,  tlie  .sort  of  tiling  we  are  talking  about,  wlvich  has  just 
changed  tlu'  whole  rommunit  v  for  tlie  good. 

And  then  you  come  to  our'little  town,  AA'averly.  1\ hich  has  no  plant 
as  of  yet,  which  proves  that  I  haven't  done  very  well  by  it,  I  guess. 
And  \\  isjake  country  all  around  thei-c.  Again,  1  think  most  of  the 
l)eople  who  own  [)ro])erty  arouiul  that  lake  arc  holding  onto  it  be- 
cause it  is  the  new  development  that  you  are  waiting  on. 

So  I  tlunk  we  will  liave  to  redetinc  periodii'ally  what  we  nu^an  by 
a  rural  area.  (^>uite  o])viously,  most  of  these  little  towns  that  I  have 
mentioned  wouhl  qmdify  as' rural  areas.  And  around  tluM-o  there  are 
a  munl)er  <y\'  other  Jittle  towns.  We  have  a  new  town  coming  in, 
donatlian.  It  is  one  of  tlie  *^new  towns""  in  Afiimesota,  aiul  we  have 
towns  like  (1ia>ka,  Watertown.  Waconia,  ami  Winsted.  The.se  all 
(jualify.  ' 

Tli.i  ..  to  got  vou  out  there. 

Mr.  Pauuvx.  I  think  all  of  us  are  in  fhe  same  boat.  You  describe 
an  area  exactly  like  ours.  And  althougli  we  are  rural,  there  is  no  <|ues- 
tion  about  it  right  now,  our  prol)lems  are  created  Ijv  the  cities  near 
us  on  tl:c  ])c()plc  coming  into  the  comities  now.  more  and  more  people 
comintr  in.  And  we  liave  one  of  the  new  city  concepts  that  is  scheduled 
for  (luxrles  (\)unty  which  might  dump  TO.noo  people  in  a  county  that 
hassoujctiruiir  lik"V.n,0()()  or  lO.noi)  people  now. 

Senator  IIi  MriTRKY.  We  heard  .^onu'  testimony  here  M)nj<'  tinu'  ago 
from  somebody  in  Maryland  alonjr  this  line  where  a  county  was  getting 
a  treuiendous  influx' of  ])eople,  but  unsupported  by  the  needed  hi- 
frastructure.  and  no  funding  to  provide  it.  Thi^  often  ha])pens  when 
you  get  a  big  plant  tlmt  comes  hito  a  simdl  coiftimmity  Avhich  brings 
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witli  it  a  tmnendous  imiuhcr  of  additional  pc^opl-c.  Tlu^  scliools  an*  not 
thm*  yet,  tlie  .srwcr  aiul  water  systems  an»  not  dc^vclopcd  vet  and  the 
park  syst<'ni  is  not  developed,  ^'ou  ^vt  all  of  tlie  peo|)le,  \nit  vou  don't 
have  tlje  basic  stnictnre  to  provide  the  services  for  thcni,  and  no  tax 
hase  in  the  he<rinnin<r  to  linance  it. 

Air.  r.VKHAN.  Unit  ]>  one  of  the  tliyi^s  (hat  the.^c  re<ri()nal  councils 
r;\\i  he][)cope  witli. 

Xo\y.  the  three  M)ntliern  Maryland  counties,  the  structure  of  our 
council  is  nio>tly  ^fovmiinent  oilicials,  eh'cted  otlicials,  count v  com- 
missioners. nuMuhers  oOthe  le<rishitnr(\  and  the  pc()|)lc  nf  that  nature. 
We  are  all  aware  of  tlii^  W\v  city  concept,  and  we  have  ah'cady  started 
to  study  it.  And  somefliii\nr  ,,f  this  nature  is  v(>rv  helj)ful.  We  are  not 
juKt  troin<r  to  have  it  dumped  in  our  laj)^.  We  hoj)c  \\c  will  he  r(^ady 
for  it. 

Seiuitor  Ih  MiMiKKv.  Tluuik  you  very  much. 
.\fr.  Pai{I{ AN.  Tliank  you. 

Senator  Ui  MvuHy)^.  Semitor  lielhuon,  \  have  a  stati^nent  lierc  from 
Senator  .Milton  ^'onn<r.  Scrnitor  ^'()un<r  luis  a>ked  to  ha\('  it  incor- 
porated in  the  recoi'd.  and  I  w  ill  |)lacc  it  in  the  record  in  the  appropriate 
place. 

Now,  do  \\r  have  our  witness  from  Afississi { 
\  No  respoijse. ) 

Since  wc  do  not,  wc  will  recess  now  ajid  r(»c()nv(Mie  at  11  ::;n  a.m. 
f  Short  recess.  ] 

Senator  I  FrMcnitKY.  AVe  will  reeon\  ene  I  he  luNirhfTr. 

Senator  licllmon  will  h(»-Avith  us  \ cry  |)romptlv.  hut  I  th()U<rht  we 
would  just  iro  alu»ad. 

.Vnd  we  \\elc()U)e  Senator  t^)uentin  liur-dick  of  North  Dakota  and 
others  that  arv  with  him.  ^\'e  ha\e  l)r,  Keiuielli  A.  (Jill(»s.  Vuv  Pnsi- 
d(»nt  for  A<rr-icultu!-e.  North  Dakota  Stat(»  l^niversity,  Fargo,  X.  Dak.; 
n.  D.  Hiorudah  ])r'esident.  Hank  of  Nortli  Dakota^,  Hismark,  N,  Dak.; 
Stanlev  Kwako,  presiihwit,  Far-uiers  State  l^ank  of  Deaton.  Heafon, 
N,  Dak.:  and  James  Dew  is,  executive  vice  president.  National  Unnk 
of  Ilarv(n\  Flarxev,  N.  Dak. 

These  genth'men  an*  here  w  ith  St^uator  liurdick.  Would  vou  gen- 
tlemen like  to  cojne  up  here  and  .sit  alongside.  We  wcjcouic  vou,  and 
yon  will  be  a^ked  to  make  connnents  as  we  go  along. 

Senator,  pr'(M'(M»d. 

STATEMENT  OF  HON.  QUENTIN  N.  BURDICK,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  NORTH  DAKOTA 

StMuitor  lU  unn-K.  Mr.  (Iiairmaii,  \  wunt  to  thank  vou  foi'  this  op- 
portunity to  testify. 

Noi-th^ Dakota  is  the  most  rui'al  of  the  farm  States  of  this  coimtry 
w  ith  .").'). 7  percent  of  the  State  s  [>opulation  Ii\  ing  on  fai'ins  or  in  small 
communities  of  l)(»tw(»en  l,()i)n  ami  residents,  according  to  the 

1070  censu.s.  In  the  decade  ]1M>()  to  1!)7(),  North  Dakota^  [)0[)nlation 
diminished  hv  pei'cent,  hut  that  hgurc  does  iu)t  reflect  the  move- 
UHMit  of  ocople  from  the  rural  counties  into  the  more  urban  counties 
of  Burleigh,  (^asse,  (Jraiul  Forks,  and  Wai'd,  In  the  lf)-vear  period  10 
North  IXakota  counties  lo,st  more  tluni  Is  perccjit  of  their  popnIatiojK 
That  means  that  the  sjuall  communities  of  those  counties  have  been 
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slowly  dyiiifr  f<>'*  yo»i*H.  Jiusinoss  places  on  main  streets  are  eiiipty, 
f|irm  houHes  and  barns  fall  to  pieces,  and  tlie  people  who  provltlecj 
services  to  fanners  have  Ikmmi  forced  to  move  away,  se<^kin<r  new  job 
oppoi-t  unities. 

This  week  I  received  a  h»tt(M-  from  a  49-y(»ar-old  vet(»ran  of  World 
AVar  II  which  Siiid,  in  [niii  :  have  an  aiito  and  machinery  repair 
shop  here  but  the  little  farmer  has  becMi  movinj;  away  to  the  (»xtent 
that  I  had  to  ^iv(»  it  up  in  I  worked  in  a  small  town  22  milea 

south  of  here  for  4  years  and  operated  my  shop  at  ni^ht  and  on  week- 
ends. September  ](),  U)70,  1  went  to  woj-k  at  the  missil^e  site,"  That 
would  he  more  than  lOO'miles  from  his  small  home  community. 

•T  am  a  family  num.  We  Inive  live  children  at  home.  Beiufr  away 
from  home  is  not  jrood  for  me  or  mv  family.  Can  you  tell  me  jf  them 
is  some  <fovenim(Mit  or  private  enterprise  that  I  could  mayl>e  asseiuble 
parts  or  ecmipuient  for,  or  build  some  Kind. of  e<[inpmeiit,  or  anything 
that  woidd  supplement  my  income  so  I  ciui  ol)erate  my  shop  a^ain,  I 
have  a  fairly  well  e([uipped  shop,  although  it  is  old,  it  is  still  in  ^ood 
shape.  I  hav(^  lK)th  electric  and  pis  welding  (»([\ni)m(»nt,  a  press,  aiid 
other  e(|uipment.  Ther(»  is  ne(»d  here  for  a  good  niechaiiic  biit  just  not 
enou«i:h  to  ke(»j)  a  fc^llow  going.  It  is  a  nic(»  plac(»  to  live,  a  gn^at  place 
to  raise  children,  It  is  too  t)a(l  tluit  tlic  litth*  towns  can't  survive.  Wit)) 
a  little  help  I  think  some  of  tluMU  could.  Everybody  can't  move  to 
tlu^  big  cities,  they  are  too  crowded  now.  I  have  got  two  good  hand.s 
and  am  willing  to  use  them  if  I  can  get  the  chance." 

I  think  this  nuin  s  letter  ortVi*s  direct  and  striking  testimony  to  what 
is  happ<Miing  in  the  !*ural  counties  of  North  Dakota  and  in  tlie  farm 
arcas/of  otliei*  States.  We  !ieed  action  on  natiomil  s<'ale,  a  positive 
mitional  policy  on  populatioii  and  industrial  growth-  policies  that  will 
permit  the  people  of  J-ural  areas  to  work  tog(*ther  to  have  some  con- 
trol over  their  future*.  We  need  action  tliat  will  ])rovide  opportunity. 

Of  <-()U!*se,, basic  to  n»aintaining  oi*  rebuilding  rural  areas  is  the  iieed 
for  much  better  prices  so  farmers  ai*e  Jiot  forc(»d  to  leav(*  th(»  land.  This 
has  !)een  a  gi-eat  year  for  farmers  in  North  Dakota  in  terms  of  produc- 
tion. We  have  i-(»coj-d  (^-ops  of  wheat  and  barley  and  oats.  As  a  farmer 
friend  wrote  to  me  iTcently,  "AVe  had  a  cadillac  crop  but  a  bicycle 
price." 

Senator  Hi mimikky.  I  tell  you,  thei*e  is  moi*e  wisdom  in  those  farm- 
ers- you  could  go  to  Ilai'vard  for  i^O  years  and  not  come  witli  a 
better  <pup  than  that. 

Semitor  HrHuicK.  Mr.  Cluiirnuin,  I  have  hei*e  with  me  today  a  grou|) 
of  ontstajiding  North  Dakota  leadei-s  w(»ll  (jualified  to  diM-ush  S.  !22*2i>, 
a  proposal  to  make  a\  ailable  to  rui*al  Am(»rica  additiojuil  sources  of 
credit,  credit  that  can  help  j)rovide /fomuumity  services,  lu'w  business 
enterpi*is(^s,  and  emplovment  o|)])oi*tunitics  and  so  keej)  rural  areas 
aliv(^  and  i)rosp(>rous.  I  am  proud  to  be  one  of  the  52  cosponsor's  of 
this  bill. 

Mr.  Chaii^man,  I  would  like  to  present :  * 

Ilerbeit  Thorndal,  preside !it  of  tbc  I^ank  of  Norrli  Dakota  ;  ^ 

Dr.  Iv.  A.  (rilles,  vice  pivsident  for  agriculture  of  the  Noith  Dakota 
State  rnivei-sity; 

Stanley  Kwako,  president  of  tbe  Farmers  State  liank  of  TTeaton; 
and     ^  . 

James  F^'wis,  executive  vice  j)resi(lefit  of  tbe  National  Bank  of 
FTarvey. 
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Tlu'sc  ^^cntlornon  would  like  to  i>rvsont  thoir  \  lows  on  S.  '2'2'2''\  to 
you  uiul  (iis<-u.s.s  with  you  the  iini)act  of  this  proposi'd  l('<^ishitioii  ou 
the  people  of  North  Dakota. 

I  hacl  lio[)('(l  to  have  with  nie  Mv.  Lh)y(l  Krust,  assistant  to  the  ^^eri- 
onil  manager  of  the  Hasin  P'Jectri<-  Power  ( \M)perative.  I>ue  to  previ- 
ous connnitnu'iits,  Mr.  Hrrist  eaunot  he  with  us  today,  hut  1  undei-stand 
that  he  is  .scheduled  to  aopear  iH'fore  this  suheomrnittee  ou  Friday 
aftenuM)n.  I  am  plea.sed  that  he  will  hav(^.  an  op[)ortunity  to  diseu^« 
S.  with  you,  as  I  feel  rural  eleetric  cooperatives  are  in  a  position 
to  make  tremendous  e^Hitiihutions  to  rural  eominunity  development. 

Al.so.  Mr.  Hruee  L.  Ikrtrh,  director  of  North  Dakota  Business  and 
Inthistrial  DevelopnuMit  Departmerit,  liad  hoped  to  he  here  today  to 
present  a  statement.  As  he  was  unable  to  rearrange  liis  ^schedule,  lie  luis 
asked  me  to  reijue^st  that  his  statenu'Ut  he  made  a  f)art  of  the  hearing 
riM-ord. 

I'l'he  statenuMit  of  Mr.  Haitdi  follows:) 

•SlAilMK.Vr    Ol-     UkI  (  K    I..     I?AUT(  ir.    IHKK("10K.    XoiUIl    DVKoTA    lil  HlVI'XS  AND 

lM>rsiKrAL  I )KVh.r oi-MKNT  J )KrAKT\iK\ r,  HrsM.MUK,  X,  Dak. 

Nortli  I)Mki)t}i  is  the  numt  rural  of  all  of  tia-  stat4vs  ia  tla'  nation.  Kij,'hty-Hv(' 
per  ('('Ml  of  new  wealth  u<*rH*rat(Hl  in  this  state  i.s  attrihiitahU-  to  ftj;ri<-ultnn'.  A 
(Ustniit  M'f-ond  .source  of  pi-iujury  incouie  i.s  uiauuracturia^r.  followefl  hy  tourism 
and  niiniu'.^'  in  t  hat  order. 

As  sneli.  it  is  (ih\  ioiLs  thai  the  (^-ononde  \\(dl  Indnix  of  all  Xorth  Dakotniis  i.s 
deiMMidiMU  upon  aurietdtural  r)rodnctiou  ami  fann  priee.s  on  n  ye^ir-to-ywir 'Ra.Hi.s, 

It  IS  not  nceesMiry,  in  tfie  text  f>f  tluH  pre.s^Mitation,  to  detail  the  plight  of  the 
nations  farmers  and  the  efTeets  of  national  poliey  on  tlie  aixrieultural  sector.  It 
will  suffice  to  say  tliat  th(»  cost-price  sfpn^.y^^  is  cai]sin;r  tlic  c()n.soHdatioti  of 
the  farms  into  larger.  y?or(»  e<MHiomi<*al  unit.s,  forcing  the  luar^rinal  farmer  off 
tlie  land,  resnltiu^r  in  tn<»  deen^asiuir  jniitortance  of  the  rural  community  «h  a 
viahh'  ec(>nomic  forc(v  The  uuudKM-  of  farnunt:  units  continue  to  (le*'lin*^  hy 
ahout  1  .(MM)  per  year. 

Dnrin-^-'  the  past  t(>n  years  censitv^  [K'l'iod,  Xorth  l>ak(.ta  has  reali7,e<l  an  ah.solute 
IM>i)ulation  decre  isc  of  1  l,(i.s,'  or  2H  i«'r  <'fnt  ami  was  one  of  tliree  states  to  show 
a  popnlati(.n  decline,  Durinij  that  stunt*  ]M'riod.  th<»  state  had  an  out  rni^cration 
of  appr')\ima.l(»iy  IM.OfU)  i^^-sons,  A  re<*<Mit  study  showed  that  the  maj(vnty  of 
these  nii'^rauts.  force^I  to  leave  the  state  lMH'aus(»  of  tlM'  lack  of  joh  opi^ort uruty, 
teii(»  to  lie  tlie  yonnirer.  In'tter  (nlucali'fl  aiul  of  the  hi;r!i(T  nniked  (MM-upational 
catem)ri(s.  Xot  only  is  (his  ;  ituntion  **ause  for  serious  ec(jnondc  corut-rn  hut  also 
cause  O.p  uiucii  s(K-ial  cf)ncern.  The  aforementioned  study  furtlier  showe<l  that  the 
majority  of  tin'  n^iMnulents  would  have  prcterre<l  to  remain  in  Xorth  Dakota 
had  jol*^  he<Mi  available. 

Other  results  of  d^'pcndencc  on  a  sinich-  sect(n-  economy  are  refle<-ted  in  income. 
Tlie  r  S.  Department  of  Conuneree  recently  nd(»ase<l  (i;ciu"cs  (^tiniatinu  l>f-r 
capita  income  of  Xortli  Dakotaiis  at  S-J^Ji).")'  as  (vjuipared  to  a  T'nited  Stat<\s 
averajre  of  J<:i.!>21.  Only  four  other  state.s.  nil  in  the  South,  showed  lower  iK'r 
capita  li:^',n'es.  This  c:ap  is  eontinuinu^  to  widen  and  nuist  he-  stopfwd. 

'J'lie  I  l»vi')us  jMiswer  to'  Xortli  Dakota's  e(f>noiui(*  ills  is  tlwon^h  a  hro-idCMiim; 
of  the  e<M)n»>i'iic  ha^e  throntrh  joh  and  tax  )>as''  (»\pausion  in  se<'tors  of  the 
ec(»  ion  y  i>ther  thaii  au'rlcnUure.  rrri;r'Ui"n  develf>pment  will,  at  bef*t.  stabilize 
airrictdtnral  cmpioynuMit  in  th(»  affe<'t( d  areas  It  will  by  no  nutans  iH'j^in  to 
pro\  idi>  ji»bs  for  i\n  approximate  f).MM)  [wrscais  who  are  leaving:  (Mieh  year  l^ecuuse 
jobs  do  pot  exist 

AVIul(»  mininic  and  mineral  (exploration  have  stabilized  in  Xorth  Dakota  and 
th(*'*e  lias  IxMMi  a  steady  if  not  rlranuitb'  rise  xu  tourisin,  nianufaeturinjj:  and 
proc(»ssinic  mns-t  Im*  ('hi(»fl\'  n^]W)nsnbl(»  for  r>n)vidinjr  (H^ononde  balance  in  the 
years  to  come.  ^Inny  legislative  incentives  have  l>een  creatc'd  in  recent  yeans  to 
allow  the  state  to  l)oth  remain  competitive  with  other  states  in  tlie  reerion  as  an 
industrial  location  site  and  to  partially  oPT-et  ff<H)u'rapliic  disad vantajres.  Tluvs<» 
ine<»ntives  have  lielfwd  but  have  not  solved  our  i)r()))le-nis  by  any  means. 
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Wo  in  Xortli  Dakota  ur«  not  preKfaitly  conct^roHl  witli  uttracUnK  laborenj  from  ^ 
other  areas.  Our  priiiary  ^oal  inuMt  be  to  cmih*  jol)H  for  North  Dahotan^  and  to 
(lw»rj»aKe  our  masa  ejcport  of  educated  yotith. 

Th5«  will  lw»  a  tn*inendoiia  taijk.  We  rwiUze  that  It  cannot  be  dom*  without  fed- 
em!  a«Ki^3tan(^e.  Neither  Im  al  Kovemineiitol  unltfl  Ofr  atate  govenmientG  In  rural 
ureaN  have  the  n»?«>nrcvH  to  do  it  ahwie.  It  1h  if  problem  (N)mnion  to  rural  America, 
and  North  I>alu>tir  i»  the  epitome  of  mral  America. 

A)thou|i;h  this  letti«latlon  is  not  the  Hole  answer  to  our  prpblems,  nor  in  ii  without  ' 
its  wealtnefjsen,  It  in  my  ('(mHldered  oi>inion  tlmt  its  paHBa^e  would  hv  a  giant 
Kti»p  in  the  right  dire<*tion.  For  n^Kinm  stated  above.  I  >>t)uld  re^)^H»otfully  hoiie 
tUiit  the  Rural  l)evel()pinejit  SulK'ommlttxH?  take  favorable  action  on  the  bill. 

Senator  Hi'mimirky.  1  believe  we  i);ne  uuhv  cospoiisofs  (o  S.  2'22l\. 
I  ai;>-t<)l(l  the  mii»)l)er  is  ixhant  50.  We  are  ^oin^  up. 
Would  you  like  to  piv.sent  your  fii"st  witness.  Seiiat^)!*^ 
Senator  Jh  iinicK.  Mr.  Tliorndal,  in  the  we  have  uientioned. 

STATEMEirr  OF  H.  L.  THOENDAL,  PRESIDENT,  BANK  OF  NORTH 
DAKOTA,  BISMARCK,  N.  DAK. 

Mr.  I'rioirvD.M..  1'luink  you,  Senator,  and  uieinl/cr^  of  the  conunittee. 
^,    I  hu\e  sni/initted  the  copies  of  luy  testimony. 

Senato  •  HrMiMiKKv.  Von  may-proceed,  Mr.  Thonuhd. 

.Mr.  TiroK.VDAi,.  .Mr.  Chainnan  afid  nuunhersof  the  connnittee,  tliank 
you  for  the  opportunity  to  appear  l)efore  yon.  I  wouhl**ilso  like  the 
record  to  show  luy  appreciation  to  Senator  l^urdick  of  Noith  Dakota 
for  nuikin<j:  arrangements  for  nw  to  appear  before  this  committee. 

I  am  most  enthusiastic  about  Senate  bill  which  amends  tlip 

( 'onsolit!:'tcd  F;iniiei'  '  Home  .Vdministi')iti()n  Act  of  UH>[.  .Vccordin^ 
to  d(^finitions  described  in  thi.s  act.  North  Dakota'  is  the  most  rural 
State  in  tlu*  Nation.  We  have  lon^  felt  thv  decline  of  our  population 
and  the  decline  of  the  n'onomies  of  the  smalleL-wmjiuinitles  of  wliicli 
our  State  is  primarily  made  \ip.  We  are  alsx/:i wanOrtJihe  imbalan<'e 
of  i)0[)ulation  and  tlie  mounting  l)ressutes  Treated  by  this  imhahmce 
thKaijtjh  the  mitrration  of  our  rural,  area  ppjuilations  and  esj)ecially 
the  migration  of  our  yotm^  people  to  the  metropolitan  areas.  We  in 
North  Dakota  felt  that  the  Tnited  States  would  be  better  off  ^economi- 
cally and  .socially  in  these  poptilation  ti'ends  were*  slowed,  stopped,  or 
better  yet  feverse(l.  Two  ways  that  this  can  be  accompli slied  ;ire  to 
civate  et'onomic  oppoi-tunitios  and  to  sustain  tlu\  opportunities  for 
irnoil  .standards  of  living  in  our  I'Ui'al  areas.  I  believe  that  S.  !i*22.'i  will 
help  a<'compli^'l'.  tW\>.  1  am  not  ^^oin^  to  into  detail  about  tliis  bill, 
as  the  Sf)onsors  have  already  entered  tluur  coimuents  in  the  Conirres- 
sioiud  Record,  aiul  I  believe,  have  appeared  before  thi.s^  connnittee. 
There  li^re  certain  features  of  t hi h  bill  tluit  I  lieartily  endorse. 

Om^  Is  the  con(Vj)t  of  10  i*e<i:ional  baivks  to  help  implenuuit  tl\e  de- 
\*elopment  aspects  described  in  the  bill.  Tlie  Farm  CrcMlit  System 
composed  of  the  Federal  land  bank  systems.  Federal  intei*nu"diat(* 
credit  banks,  and  the  l)anks  for  cooperatives,  and  also  the  Federal 
Keserve  System,  are  outstanding  exan^ples  of  this  rQ^ional  concept. 
Tliis  decentralized  procedure  will  help  make  tliis  proj)osed  system 
closer  to  the  j)eople  in  tlie  comnninities  it  is  to  si^rve  and  will,  I  believe, 
tend  to  keej)  it  from  ^rowiuij;  stagnant  throu^^h  a  centralized  l)ureau<'- 
racy.  In  my  opinion,  one  of  the  reasons  for  the  6utstanding  success 
of  the  Fanners  Home  Administration  program  is  their  conntV-b}^- 
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county  a(lininiHtrat()r8\n(l  local  hoards.  This  nroposal  will  work  with 
Farmei-s  Home  A(linini.sWati()n  alon^  similar  lines  in  holi)in^  to  orga- 
nize inulticouiit y  or  regionVI  development  agencies.  This  will  brin^  the 
program  clone  to  the  peopl\it  shall  sei*ve. 

Another  one  of  the  rcasoiisVl  am  enthusiastic  ahout  Seimt-e  hill  22li'J 
is  that  the  l)ank  I  am  presicliW  and  numager  of  was  organize(i  for 
^similar  purposes  and  is  still  d(>ijig  for  North  Dakota  wliat  this  pro- 
posal Kural  Development  ( 're(U^  Systein  is  to  do  for  the  Nation. 
The  Hank  of  North  Dakota  has  he^^^an  outstanding  success.  Hecause 
of  its  correlation  to  this  hill's  j)i-()jH^als,  permit  me  to  inject  a  little 
hit  ahout  the  uni(jue  organizatu)n  wliich  1  head. 

It  is  the  only  wl jolly  State-owned  l)Wnk  in  the  Fnited  States.  The 
Hank  of  North  Dakota,  hy  legislative  emu-tmeitt,  opened  for  husiness 
on  fjune  20,  11)11).  The  enahling  act  stated  "ror  tlie  puri)ose  of  encourag- 
ing and  promotini;  agriculture,  conunerce,  iind  indus-try  the  State  of 
North  Dakota  shall  engage  in  the  husiness  ot\}>"nking  *  *  *  under  the 
name  of  the  Hank  of  North  Dakota/'  \ 

The  hank  was  capitalized  hy  the  sale  of  $2  mijlion  in  honds  whi<-h 
!iave  since  been  rej)aid  from  the  hank's  [)rotit.s.  Su^ce  its  organization, 
the  hank  has  liad  cumulative  net  earnings  of  oveV^$0()  million.  Hut 
juore  iuiportant  tlian  th(\se  earningH  is  the  service  it\)erforms  foi'  the 
State.  In  nddition  to  its  net  earnings  the  hank  has  paid  for  all  of  its 
operating  (*xpens4»s  plus  null  ions  of  (h)llars  in  interest  on  time  deposits. 
Througliout  the  info's  and  early  l!)3()'s  the  hank  made  approximately 
10,500  fanu  ownership  loans  on  4.2  million  acres  of  land  for  apf)rox- 
imately  i^40  million.  Without  this  lielp  the  farm  economy  would  have 
colla[).sed  sooniM'  and  more  dra.stically  tliau  it  did.  The  hank  \<«)V.^  foi'ce<l 
t^)  foreclose  on  (),r)00  tracts,  but  since  then  We  have  .sold  all  but  seven 
^ of  them. 


In  11)41  the  legislature  dire<'ted  tlie  bank  to  retain  50  [)ei'cent  of  the 
mineral  rights  on  the.se  foreclosed  tracts.  We  now  own  af)[)roximately 
750,000  mineral  acres  which  have  returned  to  tlie  State  almost  mil- 
rw)n  through  leases,  Inmuses,  and  oil  royalties.  The  bank  has  continued 
to  aid  agriculture  tlirou^li  the  purcliase  of  approximately  li>40  million 
in  Farmers  I  Tome  Administration  farm  ownei*ship  loans  since  11)57. 
Thi-ough  (he  leadership  oF  the  i^ank  of  North  Dakota,  tlie  Farmers 
Home  Administrati(m  fai*m  ownei*slii[)  program  has  Ihmmi  highly  suc- 
cessful in  NoKh  Dakota,  and  the  Farmei's  Home  Administration  was 
able  to  HMich  nu)re  farmeSs  sooner  in  our  State  than  most  other  areas. 

Th(»  bank  also  created  a  i^econda ry  market  for  the.se  Farmers  Home 
Administration  loans  by  offering  to  buy  them  at  current  market  rates 
from  other  financial  institutions  around  the  State.  Today  the  Farmers 
Ilonu*  Admini.sti'ation,  through  certain  security  dealers  and  brokers 
are  selling  these  mortgajres  on  a  national  market.  However,  North 
Dakota  was  several  years  ahead  of  tliis  by  pro\*iding  a  secondary 
market  for  our  own  hank^,  through  the  I>ank  of  North  Dukot'i. 

'Hie  I^ank  of  Noi'th  Dakota  has  hccome  the  leadiu'r  underwriter  for 
p(>liti(*al  subdivision  bonds  in  our  State.  We  have  ])urchase(l  over  ^(>-> 
million  woi*th  since  1057.  ^^any  of  tliese  issues  are  f]*om  oitr  smaller 
communities.  They  are  unrated  and  would  have  been  very  co^^tly  to 
market  for  tliese  political  subdivisions.  Some  recent  exam])les  are  a 
rui*al  fire  protect mn  disti*ict  that  borrowed  i^l 2,000  to.  ])ui*c]ia^e  a 
fire  truck.  Another  .was  a  small  scliool  distj-ict  that  borrowed  $(>0«000 
to  build  a  music  room  onto  its  high  school. 
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Tlie  l>juik  luis  (Teated  a  inai  ket  for  tliese  bonds,  at  a  reasonable  cost. 
Through  tliis  sei  vio^,  the  hank  has  saved  the  taxpayers  of  the  State 
millions  of  dollars.  We  liuve  iilso,  in  the  past  yeav  and  a  half,  created 
national  markots  for  Xoi-th  Dakota  tax-exempt  issuas,  s^'Jlin^  niany  of 
these  bonds  oiitside  the  State,  thus  creatiiiti:  new  eji[)ital  for  a  capital- 
short  State  such  as  North  Dakota. 

The  economy  of  numy  of  our  rural  communities  has  declined  to*' 
the  rM)int  where  selling  their  oblipitions  at  tlie  most  rea.sonable  price 
available,  which  is  what  the  Bank  of  Xoi-th  Dakota  attempts  to  do 
for  tliem,  however  even  we  must  follow  the  lK)nd  markets  (piite  closely, 
is  no  lo!i<rer  <3:o<>d  enough. 

Many  of  ^these  ccmimuuities,  in  order  to  develop  themselves  and 
become  moi-e  desirable  places  to  live,  need  outright  grants  and  .subsidies 
in  order  to  imj)rove  tlieii-  coiulition.  Allow  me  to  ^ive  you  a  personal 
,example  of  this.  My  family  .started  a  bank  in  a  .small  northwevS^  North 
Dakota  connnmiity  some  IT  years  a^^o.  The  population  was  about  050 
at  the  time  we  cmwied  the  bank  in  1054.  We  sold  the  bank  in  10()0. 
During  this  12-yeaf^l^i<)(l  the  community  installed  a  sewer  and  water 
system, -<Mirl)  and  pittei^we  even  paved  tlie  streets. 

I  owne<l  a  house  in  this  community,  until  early  this  year.  The 
I)opulation  ha<l  declined  to  450  according  to  the  IDTO  census.  In  order 
to  sell  the  house,  all  of  tlu*  special  a.ssessments  neetled  to  be  [)aid  in 
fid!  for  sewer  and  water,  curb  and  gutter,  ami  paving.  This  amounted 
to  nearly  $2,000.  Now,  you  can  .see  that  it  is  alnu>st  im{K)ssil)le  for  a 
rural  conununity  to  hnauce  needed  im])rovenuMits  at  a  cost  in  exce.ss 
of  $*J,000  per  house  when  they  are  losintr  population  ami  the  avera<i:e 
family  in<-ome  is  below  the  mitional  avera^xe,  and  in  many  caj^»s  below 
the  federally  dehued  poverty  level. 

Surely  the  peo[)le  *m  rural  Anieri(*a  are  entitled  to  a(UM|nate  watvr 
supplies,  ti:oo<l  sewa^rc  facilities,  and  nnid-fi'tv  streets.  Without  these 
ser\i(*es  no  one  will  wi^h  to  continue  to  live  in  these  counuuuities. 
Certainly,  no  new  i)eo[)le  will  move  there  oi*  new  busluess^'s  s(H*k  to 
e>tabli-hrthcm.-^el ves  there.  I'ntil  these  population  ti'ends  are  reversed, 
aiul  a(ldir4/)nal  (vouomic  bases  are  establishe(l,  our  rural  communities 
will  have  to  have  some  ty])e  of  help,  either  outrijjfht  grants  or  subsi- 
dized debt  to  S(^('ure  and  maintain  adiHpiate  [uiblii*  fa<'i litit^s.  Senate 
bill  will  make  this  possible.  In  addition,  it  will  help  alleviate 

a  national  problem  by  remo\  in<x  the  debt  st'curities  of  many  of  these 
suudhM*  rui'al  ('ommmiitie^  from  tluv marketplace*,  which  will  make 
'mon»  funds  available  for  the  iss^ites  of  our  lar/zcr  cities,  which  at 
tinu*s  (lui'inir  tlic  past  couple  or-y(}ars,  have  bfV'u  hard  pr(^><<Ml  in 
Jindiu<j:  markets  for  some  of  tlu^ii'  d(^i)t  securities. 

At  the  present  tinu*  tlu»  Hank  of  Noi'th  Dakota  is  carryin<r  on  a 
siatewid(*  I«^1IA  and  \W  insured  mortiiasrc  ])urrha>(^  pro^jfram. 
hav(^  a  j)pi-<).\Muately  1,^hH)  sin^Lrlc-faniily  residential  nu)i't(i:5Vii^*'^  throu^'h- 
out  the  entire  State.  In  order  to  [)j'ovid(»  inoiv  <(M'vi<'e  to  mor'c  people, 
we  have  set  ii>'  a  mortir!^;Lr<*  pnr<*liase  pi'o^jr.nu  ojrei'iu<r  to  buy  from  any 
eliii'ible  leiiders,  from  any  v.  here  in  tlu^  State.  FIT  A  an<l  \"A  insured 
i,:ort <raa*e-^  W(*  have  pnreha-ed  ovei*  J^l  million  «)  fai*  and  expect  to 
purcha^(^  SI  iiiillioii  n\or'*  before*  the  (Mid  of  thf»  year. 

"^'ou  may  be  interested  to  know  that  w(»  are  bnyinir  th(\se  at  Ds  ])ercent 
of  face  amount,  which  i<  the  low^est  cost  market  in  the  United  States. 
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Tlio  Fi'depil  Jloino  Loan  M()rt<ra<ri^  Corpoi-ntion  just  m'^vntly  lowered 
tlieir  ])urrlnis^  prico  to  01  percent.  The  Hank  of  North  Dakota  lias 
established  a 'statewide  market  for  our  lionjeowners,  at  one-third 
the  cost  of  the  Federal  Home  I^oan  Mortjiiyi<re  Corporation  national 
system.  Only' in  tlie  past  (•on])l(^of  wet'k*  \va^  tlu^  national  FHA  and 
VA  priee  eonie  down  a  little,  Imt  it  is  still  at  approximately  1)4  percent 
iri  most  areas.  AVe  do  not  know  how  lon^r  v  e  can  continne  this  mort^aov 
purelnuse  pro^n\ani  at  tlies**  ivasonahh*  costs  in  (hu*  State,  h'lt  we  think 
we  can  meet  the  demand  thron^h  \i)7'2.  Senate  hill  :i±2']  will  make  rr 
possible  for  all  of  rural  America  to  benefit  by  low-cost  housing  thnai^h 
the  Farmers  Home  Administration  and  where  ne(»essary  thi'ou^rh  spe- 
(Mai  pro<i:nvms  of  the  Kural  I)evplo|)ment  Svstenl,  as  proposed  in  the 
bill 

'^h(^  liank  of  North  T)Mkota  pivsenlly  has  ovei*  $S  million  in  paitici- 
pation  loans  with  othei'  l)anks  throutrluint  the  State,  plus  nearly  s.*> 
million  in  special  nninicipal  in(histrial  (lev(^U)pment  ohli^rat  ions.  Nearly 
all  of  these  loans  were  to  new  wealtli  type  infh]<tri(»s,  that  is  mannfa<*- 
tnrin<r.  pi"0(*essin<j:,  or  warehoii^iufj:.  The  majority  of  thvm  liave  been 
(*onc(»nt rated  in  tlu*  agribusiness  area.  This  has  created  oi'  rctaiiUMi 
over  l.OOO  joi)s  tlirontrhout  the  State. 

We  fe<d  wo  hav(»  b(»en  ([nit(»  ^^U(*cessful  in  this  area  and  that  Senate 
bill  •22*io  would  make  this  sut't'ess  possible^  iu  all  rural  areas.  It  would 
do  even  nu>re.  It  M'onld  bi  iufj:  a  mea.snre  of  expertise  Jiot  now  available 
and  directly  stimulate  the  lo(*atin<«:  of  i^ew  businessf«f  and  new  ec()iU)mic 
etfoits  in  rural  Ameri(*a.  I  am  certain  it  luis  Ixvu  pointed  out  to  you 
that  the  bill  provides  that  there  (»annot  be  any  })iratinn:  of  businesses 
from  one  ai'ea  to  anotluu*. 

Last  year  the  l^ank  of  Xoith  Dakota's  m  t  profits  exceeded  $4.^5  mil- 
lion. We  aT*(*  ^oin^r  to  ])ay  to  the  S^att*  *j:t'U(»ral  fund  ^^0.5  million  durin<i: 
the  present  bienniunu  ])lns  ^.'iOO^OOO  for  a  sjKHMal  industrial  moTt<r«*^,ire 
insurance  tj'ust.  This  $7  million  is  a  pretty  <ro(Kl  return  on  an  invest- 
ment of  million,  nil  of  which  was  made  on  borrowed  moju'v,  lon*>: 
sin(M'  i  ^imid.  Therefore.  I  }>red i(*t  that  the  Federal  l^ural  l)evclo])ment 
Credit  System  as  authorized  in  Senate  hill  222')  will  not  only  succeed 
in  alleviatiji<>:  socual  [)!'ohl(Mus  in  rural  Amer-ica.  but  M*ill  be  ay  eco- 
nomic sn(MM\ss  as  well. 

^FemlHU-s  of  this  (»ommitte(»,  years  a<r<>  w'hen  the  Rural  Electrification 
Adminis4i;ation  was  (established  there*  were  tho.s(»  who  said  that  it 
couldn't  work;  that  it  v/as  e(»onomically  unsound;  tliat  it  was  dooitied 
to  failure.  Tin*  j*u\;al  (*l(*(4ri(»  (»o()|)erati ves  «f  America  ha\*(»  been  an 
outstanding  su(»cess.  llwy  have  done*  nu)re  to  i^aise  the  standard  of 
livin<r  of  f>ur  farm  families  than  any  other  oriranizaticms  in  the  Nation. 
Tlu\v  have  also  been  a  sou  ml  financial  su(»(»css. 

Now,  I  know  there  may  be  those  that  say  that  they  were  snc(»essful 
only  be(^iuse  of  an  interest  sul>sidy.  and  I  })ersonally  ^on't  believe  that 
their  interest  costs  were*  a  subsidy.  No  other  Government  airency 
stimulated  ovei-all  business  activity  and  sales  of  consumer '|)rodu(*ts 
throun^bont  the  Nation  than  did  the  loans  made  by  the  Rural  Electri- 
fication Administration. 

,  The  rural  electric  coopcn-at i ves  have  done  an  outstandin<jf  job  in 
improving:  the  life  style  of  America  s  farms.  They  have  also  stimulated 
the  economic  develo})nient  of  rural  America.  Rnt  the  f(\i$t\  electric 
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('OOi)erutiveH  luive  ex[)ansi()n  and  improvc^inont  i)r()l)l('in8  todav  and 
ai'O  faced  with  incroasin^^  costs  and  shorta^n\s  of  l)orro\Vi«U  funds,  i  h('y 
cannot  take  <tin',  by  tluMnsclvcs,  of  the  ccononiH'  d('\Tloi)nuMit  pt  rural 
Anu'rica.  A  new  a^^Mu-y  such  ns the  F^Hlcrnl'  Rural  IVvolopnio^it  ( 'rcdit 
System  as  proposed  in  Senate  bill         is  needed. 

^In  niy  opinion,  this  bill  will  provide  the  stimulus  for  Un-al  aetuni 
and  will  make  provision  for  keei)in^r  the  polices  iesi)()nsive  to  hji'a 
needs  and  t^)  the  people  it  will  l)e  serving:.  As  I  stated  Ixjfore,  this  bdl- 
will  do  for  all  of  rural  America  what  the  I^ank  of  NoHh /I)a]:ota  )nis 
been  att-emptin^:  to  do  for  my  State.  With  om-  limited  resources  we  • 
liave  l)ecn  quite  successful.  With  the  much  ^neater  resources  availiible 
to  a  Federal  Rural  Development  (^redit  System,  their  s\iccess  will  be 
even  more  far'reachin^r.  This  is  a  start  in  the  rii»ht  direct/ion  ()f  revei-s- 
ii^he  i)opulation  trends  of  this  country  and  curin<r  «<>iije  of  the  social 
ills  that  these  trends  eomixmnd.  ^ 

Thank  yoiK,  ^^entlt^men,  for  the  opportunity  Uy  apiK-^ur  betore  you, 
and  I  urge  yonr  enactment  of  Sendte  bill  222J^. 

Thank  vou.  ,  '  i  i       ,  i 

Senator  III  mimikkv.  We  thank  you  very  much,  Mr.  Ihorndal. 

I  want  the  statement  of  the  condition  of  the  Hank  qf  Noi-th  Dakota 
to  be  printed  in  the  record  at  this  point.  / 

( Tlie  document  referred  to  follows :)  /  ^ 

The  Hank  of  Xorth  Dnkntn  Mtntcmi  nt  of  cfrndiVioft    Jju>}('  .10,  nni 

CaMi  and  Due  frum  Hanks_  .-1  r-^t   $10,440.  017.  ^ 

t'.S.  (Jovemiiient  Securities  J     ^    -  11' Ai-  'i^l  J 

KtHleral  AKonoieM  Seeuritle.^--.  r-  tr  ioT   ij'i  > 

Bunkers  Aeeeptauees  niui  Other  Investments   _    ^    ..  .  ^-  1,4,  .>.iL.  s.,i.  i 

State  and  Municipal  Securities  /   ;  -  •  ^ 

Fe<leral  Funds  S<)ld.-i   1' 

Othef  Securities-,.  .  -  -f  -    11.^000.00 

LOANS 

Farmers  Homo  Administration  Notes.  _  ^  "  .  ^"^^ 

Fe<leranv  Insured  Student  Loans                           -          x;  1„V  A', 

FIIA  and  GT  Home  Loans^.                                       ^      -  -  1^  ^^J-  'li;;-  Jb 

GI  Farm  Umn^  "  '   .  •  .V  Jj;  -1 

R.  E.  Contracts-Farm  -       -      .  - 

Loans  to  State  Instituti(ms  .   -^^  ji 

SBA  Participation  Loans  ^   o' i  r'l 

X.  ly.  Bank  Participation  Loans   '5,  ,Mt>.  ^ 

Total     ollAU.imKUr^ 

Acmied  Interest  Receivable   -  L 

Bank  Building  and  Kquipment   

Total  resource.^  ^-  .   l'")^^- '^1<>.  l-»^-  1<> 

LIABILITIES 

Demand  Deposits:  ^ 

Individuals.  Partnerships  &  Corporations   ^.       Hho.  on  . 

Deposits  of  Banks   '^^ll- 

State  &  PoUtieal  Sul)-divisions     ♦^l-  402.  04;>.  Tm 

Official  Cheeks,  etc  —   •3.410.7:51.31' 

Total   .  01).007.is.s.76 

O.V5«2— 71— pt.  4  24 
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Tke  Hank  of  Ni^rth  Dakota  Htati  ment  of  cowd/nV>n— Coatlnued 

*  ■ 
UABILITIK8 — continued 

Individual,  PartnerHhips  ^'CWporations  .  $1 1 .  S2:i,  07s. 

State  iS:  Political  Sub-divisjouH .  .  '        .        *        r>(ii  2H,  2i)«.  1»3 

Total     i)^^  O;^^  375  29 

—  .  '  n 

Total  deposits  ^   137,  ()4<)^ 0.1 

Accniwl  Interest  I*ayable   _  47«  00 

ReserveN  -^^^  ^  ]   2,  TLm!  02o!  0.S 

rapital  .   2,  (KK),  (W)0.  (K) 

Suiplus  '   ^  .  4,  (KK>,  (KK).  (K) 

Iridivided  J»roflt-    ia,mKtM«.  13 

^  _  _" 

Total  _  ^  ^   .  15VO(>mJ>40. 

Total  pliabilities,  res(»rves  and  capita!     _       inn.        t1)l  .  10 

(All  securities  are  carrie<l  at  [>ar  oV  cost  widchevcp  is  -k.wer.^ 

Sroj^tor  IlrMVHRKY.  This  is  truly  r(MnurkJil)lc  testimony.  Aiul  wlmf 
you  have  (l(>jie  here  in  nuDintiur,  soto  sj)eak,  is  wluit  we  are . try  in  to 
(l(M^n  a  uational  and  re<;i()nal  basis.  It  is  very  siniilar'to  what'we  are. 
tr\^Jli^  to  "(f()  under  title  II  of  our  hill.  Title'l  of  eoui;t?e>  e\'[)ands  the 
operations  of  tlye  t'al-)nei''s  Honje  Administration,  and  jrots  in  some  'of* 
the  tJihijzs  you  are.talkiu<r  al)out^flu'  necessary' tyi'aiits  for  rnral  de- 
veiopnieut  ()r  nounietropolitan  area  development  that  niake.s'^ossihle 
decent  li\-in<x  in  tliese  fowns.. 

In  nuiuVof  these  eomnunuties  like  the  one  you  mentioned  where 
you  established  a  l>unk,  they  have  jjrood  in f fastructun-  -they  have 
streets,  water,  .sewert^,  and  they  have  all  of  the  thinofs  lu^eded  to 
esraf)lisli  .small  industries  if  they  (lould  provi(h*  then)\vitli  the  iinanc- 
in<;ihey  often  wa^t.  And  I  want  to  nmk(v^nre  that  .some  of  my  col  ' 
1eao:ues  on  this  eonnnittee  ^et  a  copy  of  .vour  testimony.  .Vnd  !  am 
<;oin<;  to  ask  the  stalf  to  .^ee  tlnit  th'is  particular  ])iece  of  testimony  be 
-Kent  with  a  co\  eriutj:  note  from  me  to  eiwh  mendH^r  of  the  subcomjnit- 
tee,  calliu«x  it  to  their  attention.  \[  ■is«\erv  helpfuj  to  us,  becanse  it  fs 
i\  oractical  e.xperieifcc,'  of  vvluit  can  be  done. 

^    Yon  j)aid  off  all  of  t-lie  oritrinal  capital,, and  the  loan  has  lon^  since 
])een  r('»tireil  i  ^  ^ 

Mr.  TnoKNOAf..  Ycv.  -  •  .  ■  .  ' 

Senator  PFrMPUitKY.  It  \>  like  onr  I'CA's  and  our  Fed(M'al  Land 
Haid<  aujl  all  of  these  ^reat  structures.  They  ha\e  all  re[)ai(L  so  to 
s[)eak.  and  performed  a  \  ery  \  aluable  function. 

I  mention  this'beaiuse  I  am'^urt"  \\\}  will  ha\(»  some  people  sav, 
wliat  we  are  trviuf;  to  do  i-  jui^  irixc  >()mebo{ly  a  biir  ^rraiU  of  ntonev 
or  a  biir  loan  tliat  would  ^e^'e^■  b.'^repaiil.  ^'un  ha^  e  doiu'  (juite  werh 
Ainl  yo)i  have  put  S7  million  back  into  the.  State  trra.s'ury:  is  that 
corref't  i  ^  -  '         '  -s 

"  Mr.  TuoRVOAi..  That  is  correct.  Senator. 

S<»nator  FlrMPrraKv.  That  is  very  ^ood.  It  is  doin^i;  better^ than 
niun})hrey's  r)ru<r  Stor(\ 

Mr.  TnORXDAL.  So  faj*  this*  yeai'^^rnin^rs  are  rmmiu^i:  $270,000 
ahead  of  la.st  year  ou-^ie  same  date. 
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Senator  IlrMPiiKKY.  ScMiator  Hiinlifk,  wlio  is  your  noxt  wit^ioss^ 
Soimtor  BrRDiCK.  1  boliove  Dr.  Gillos  is  noxt.. 
SxMiator  IIuMPiiHEY.  Dr.  (Jillos,  we  welcome  yoiu  uud  we  are  iioinfy 
to  ask  von  a  few  ([uestions. 

Yon  lurve  an  exten.srion  service*,  don't  you  ( 

STATEMENT  OF  DR.  KENNETH  A.  GILLES,  VICE  PRESIDENT  FOR 
AGRICULTURE,  NORTH  DAKOTA  STATE  UNIVERSITY,  FARGO, 
-    N.  DAK. 

Dr.  (rn.i.ES.  Ye>s,  sir.  * 

Mr. Chaimiiin,  I  am  very  pleased  to  l)e  aide  to  ai)pear  l)efore  your 

eonunittee  at  the  ijivitatioai  of  Senator  F^urdick.  I  luiv(»  a  pi'epared 

statement. 

Senator  Humphrey.  Von  niay  i)roeeed. 

Dr.  (tilles.  My  name  is  Kennetli  A.  (rilles.  I  am  a  resident  of 
Far<ro,  X.  Dak.,  and  am  employed  l)y  North  Dakota  State  University  as 
vice  ffi-esidcnt  for  a^^ricuUure.  I  have  the  administrative  responsibility 
for  .the  Uolle^  of  A^rieultnits  the  A^rieiiltnral  Experiment  Station, 
afid  tiie  Cooperative  Extension  Serviee. 

This  presentation  is  in  support  of  S.  ,222.^,  to  amend  the  ("onsoli- 
(h\}ed  Ftrrmers  Adnnnistration  A(^t  of  The  proposed  legislation 

recognizes  the  need  for  acUlitional  fin'anrial  re.^oiirces  iji  rnral  areas  to 
revei^se  the  trends  of  ont-mi^ration  wliidi  has  been  (XTua-rin^  through- 
out rnral  Amerii^a.  Inasmnoh  as  Xoi'th  D'ako'ta  is  lii^hly  depeiuhMit 
upon  a^ricidtnrc*  and  receives 'only  ir>  jx^rcent  of  its  new.,  Nvealtli  in 
sucli  ar(»asMis;n1aiuifaetin-infr,  toui-isin,  and  mining,  Ave  ])elieve /thit^'' 
some  rominonts  renitive  to  trends  in  North  Dakota  can  l)e  nsed  as  an 
ilhHtration  of  the  types  of  trends  tlr.it  a[)pear  to  be  (x-currino^  throno;!)- 
ont  the  rnrabai(\a  of  the  (yreat  Phiins  aiid  in  nuiny  otluM*  rural  ai'eas. 
'      -ofthe  Tnited  States  as  well.  ,  * 

Accor(}in^tothe  recent  cc-^nsus  (  \^M){)  70),  North  Dakota  has  realized 
population  (h^^reas^^  oi:MK(>s:)  peoplef  a  population  declim*  of  li.o 
percent.  Dnriu<r  this  samv  [xu-iod,  the  Stat(»  had  an  out-nii^ration  of 
af>proxi!nately  t)l,n()()  persons.  It  is  pa-r,ticularly  si<i-nific;uit  to  uot(»  thai 
tbor-e  were  certain  trends  Avithin  aire  ivrmips.  S])ecifically,  iu  the  o^Voup 
of  o  1)  vear>,  there  was  a  (h^line  of  :\7  J)-)^'-*  l)eople.  In  tlu»  aire  .^i:ronp 
'2\.  there  was  an  iucrea.se  of  ai)pro\imat(»ly  ;J0,i>7:i  ])eople.  Tn  the 
ao'c  iri'oup  -J.")  51,  there  was  a  decline  of  'iO>:!:)  i)eo[)lc:  and  in  tlu' 
aire  u'roiips  of  55  and  over,  tut  in<'rf';isc  of  1  lA-H. 

^Simator  FTiMiMiurv.  You  ^ay  in,  the  aire  iri'^>il[)s  of  55  and  o\ci' 
tlan-  was  an-increa<e  of  1  k  t:U.'S(i  that  t  he  chhM'l or  nunn'  ♦Iumh, 
wvo  stayinir  on,  and  the  lu'odncti V(^  uronp  betwecM  the  n^-cs  of  :j:5  and 
.5n.  there  wa<  an  outmiirrntion  of  tluit  utou]).  and  then  an  ont-mi/:rra- 
.  ^ion  of  voiu*  prtdessionnlly  trniiK^d  and  ^killed  ])eople. 

'      ,Dl\  (Tfl.T.KS.  Y(>s. 

.  Sojiatoi-  ITrMi'r!in-:v.  Which  leads  to  \f  i-tMiieMdoiis  social  pn)l)!(cins 
aiid  bnrd(Mis  on^State  iu\d  local  irovei-nu^ent. 

*  '■f)r.  (ttt.t.ks.  People  tlu^t,  are  best  able  to  assist  »n  this  are  the  i)eo[ile 
thnt  leave, nnfortnnatelv.  >      '       .  .  , 

Two  elements  of  chanjre  an*  readily  a])])arent^.  Inrst,  a  decrea-e  \n 
the  aL^(^s  25~5k  the  niost  ])rodnctix'o  years  of  life*:  the  rri'nui)  that' 
niost  ^productive,  most  >Jipal)le  of  assistinir  theniMdves  0|ind  societv. 
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S(»i'oij.(l,  nil  iiUTcax'  iu  tlic  lu  lii  iri'ouft.  Il  i>  tins  whu-U 
()iiriii;>:  the  next  (locjulc  ijiay  influciu'C  ^ivjiti\  ihc  mm'IuI  and  (ronoinic 
^iwth  aiul  success  of  vuvw)  Anicrira.  The  cli.illiMi^^-  is  to  n^du^c  thoiv 
out -migration.  •  ' 

'J'lio 'ini«rratio]i  of  pfoplt*  out  of  Xortli  Dakota  is  not  tin*  classical  , 
rural  to  urban  lui^rratiou  of  ini])o\4'ri'-lic(l  jH'opjc  tliat  luis  hccii  ^^()\]\*x 
on  for  a  )|nnil)(T  of  decades  or  cv(mi  cciitui'ics  in  niucli  of  the  world. 
It  is  a^Mf^rratiou  that  is  re])reseutati\ e  of  an  uuhist  naliXAM]  yocietv. 
Tlie  out  itii«ri-M]its  t(vo\v  to  yoini<r  achdtliood  and  areedu(  ated  iu  North 
I)akota "( Nortli  Dakota  ranks  lii^^li  in  pei'centa*re  oj\]>eo])]e  I'eacliiu*^ 
an-e  ijr)  that'lmve  co]]e<r(.  (h^^rees  or  a  \ariety  of  ]jo.M"]n«i:h  se]ii)ol  tv])es 
of  eilucatiou).  Thi-y  leave  tlie  State  iunl  enter  ju-ofessioiuil,  techn'ieal, 
aiul  niana^rei'ial  eni]>]oyiueut  in  url^au  ai'eas  w  liei'e  tliere  are  social  and 
ecouoiiiic  opportuiiiti<'S. 
.  Tliischautre  has  Wen  in"])ai1  cataly/ed  ])y  tljc  increase  iu  tec]uiolo<rv 
•  and  lujuia^erial  a])4]ity  whicJi  jx-runts  one  man  to  su<'eessf\d]y  fai'iii 
uu)i-e  tlian  a  tliousaud  n.*res  of  land.  ()h\  iously,  as  the  area  of  laiid  tliat 
oiie  Dian  i-an  sn«cessful|y  fariii  iiiervahcs,  tin'' need  foi'  eni])]ovn]ent  of 
'  •    ,  .  suf)|)ortative  neo])]e  in  the  conunnnity  diiuiuislies.  As  tlji^  need  dimin- 
•  .  ^^^[''"^^  l)eo])le  lc;ive  r'ural  America  and  seek  o])] )ort unity  iu  the  lar;rcr 
citu's  where  ucuifarui  em])]oyment  j)roNi(h'>  an  o])portuuit v^for  eco- 
uoune  success  tliat  is  not  a])])a rent  iu  i-ui*a]  Americti, 
^  'Ihe  tendency  of  I'luin^re  in  six.e  and  orpuii/at ion  of  rural  cominmii- 
.    ties  also  seems  to  follow  deljnlte  patterns.  Those  communities  havin<r 
less  than  Kunn  ]>oi>ulation  tend  fo  ^rrow  suialler:  those  conununities  in 
ti.e  I,nfio  to  i!,onn. j)(>j)nlation  vi\w^(^  a])pear  to  W  i'elati\"l v  stable  in 
\  i)^)]>ulation  ;  aiul  tho-e'couHnunit  Ics  ha\'in<j:  po])ulations  nriVjiter*  than 

a]>peai-  to  ha\('  the  ^rreat/'St  tendency  to  ^row. 
.  ^   When  onv  observes  these  ti'udeucies  anion»r  the      most  ra])idl  v  <^i'()W-  * 
iu<r  communities  i]i  our  State,  souu*  trends  aivYM-ident.  Of  the  Towns 
whicli  had  less  than  Lnoo  po[)ulation.  (iwiniiei-  luis  nfi'^wnd:)?  perceiit 
.    i.n  th(>  last  decade. due  to  tiie  KUC{'essful  o])ei  ation  of  a  i'ann  machinei-v 
manufHctui-inn:  ])laut.  'Hie  conuuuuit ies  of  Artliur  and  (iraudin  have 
<rrown  ap]>ro\iinat(>ly  27  percent  each  as  a  ivsult  of  new  a^M'icultui^al 
processing:  plants.  Stanton  has  njrown  ilt)  perveut  lart^ely  due  to  tlu* 
erecHou  of  three  el(»clf'ic  n;-eneration  ])lants.  Horace,  and  StSuthwest 
Far^^)fach  have  ^mowu  a])])i(iximately  5:)  j)erceut  larp:ely  as  a  result 
of  lu/iii^^  bedroom  conjmunities  iu  the  Karnro-Moorhead'area.  \Vliil(» 
these  trends  could  be  discuss'ed  iir^M-eat  detail,  I  think  tlie  conco])t  iv- 
juauts  cfear.  Where  ther(>  is  o])r)Oit!U.iity  f^r  financiit'^  in])ut^ coupled 
,.with  socud  oppoi-tunities,  ^rroAVtii  a])peai-s  to  ))e  si^iificant.  " 

'llie need  -for  low-(M)st,  lon^r_rau<jre  (U'edit  in  rural  Atiuu-ica  is  ])ara- 
mounf.  Currently,  one  of  the  areas  of  ^reat  need  is  in  ccymmunity  serv- 
ices. To  su[)p}y  adequate  watei'.foi'  many  of 'the  small  couununities  /ihd 
i-ui-al  areas  is  a  Mfoal  not  yet  ntlaiued.  >Tany  small  towns  and  farms  do 
iu>t  have  a  de])endab]e  local  water  suT>])ly.^Kecentl v,  a  uou])rorit  water 
ris(>i'seoi']K)ration  was  created  tasuppjy  a  I'ural  water  system  for  (Jrand 
,  Fork.saud  Traill  counties  in  the  east  central  area  of  Xortli  Dakota.  This 
system  will  V(\V(^r  nearly  U(MM)  square,  miles  in  22  townships.  Similar 
tv[)esof  svstems  have  been  devidoped  in  Kansas,  Xebi'aska,  and  South 
Dakota.  irow(>\(u\  consi(leral)lc  financial  resources  need  to  be  hrou*rht 
to  hear  to  solve  these  types  of  ])fol)lems  in  many  areas  of  t!i(»  Grvnt 
J  laiiis  so  that  the  f|uality\)f  comuiunity  servireX. will  iuciease  to  ap- 
proximate the  levels  enjoyed  by  metropoiitancomnuuiit ies. 
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Tlui  uevd  for  l()njr-niiio:('  credit  for  inanufiicturin^'  and  ])r(XTS.sinjr 
industries  in  the  rural  areas  is  also  of  ^roat  si^/niticaiuT.  The  dwon- 
tralization  of  the  feod  and  fertilizer  industries,  for  exauiplo,  provides 
ail  opportunity  for  people  with  ingenuity  aiul  iuaini<j:t'nal  ability  to 
nuiintain  or  expand  these  industries  in  the  rural  areas.  However,  the 
problem  of  lack  of  adecpiato  ]onjj:-terin,  low-cost  tiuauee  frequently 
arises.  T  have  heen  informed  that  the  loan  jendinjr  li"iit  of  half  of 
,  the  North  Dakota  banks  is  of  the  order  of  $r>().()0(),  and  HO  pe.rci'ut  have 
limits  lesri  than  $l()(),()(H),  sums  inadecjuate  to  finance  nuiny  of  the  types 
of  industries  and  community  imi)rovements  that  are  nec^ssai-y.  Con- 
ceivahly,  the  Rural  Development  Credit  Bank,  in  cooperatioii  with 
existing?  wedit  ajj:eiu-ies,  would  i)rovide  lon<j:-ran^e,  lon^-cost  credit  to- 
assist  in overcomin*;  this  linancial  limitation. 

Technical  advances  in  l)lendin<r  and  mixing  activities,  hoth  dcv^and 
iicjuid,  have  made  it  possible  to  IcK-alizc  certain  formulation  opotWions 
formerly  ])erf()rined  l)y  centralized  chemical  manufactiin'rs.  The  feasi- 
bilitv  of  mixin^j:  and  blendin^j:  nutrient  materials  to  custoiiior  formula 
has  )>cen  an  important  factor  in  the  j)roli feration  of  bleiidinjr  plant 
opcnitions.  By  far,  the  hirirest  concentration  of  thesi^  latter  plants  is  in 
the  Midwest.* 

Decentralization  in  fornmlation  and  blendin*;  operations  is  evidenced 
bv  the  larp*  increase  in  the  mnnber  of  bulk  and  li([uid  mix  olants  cx)in- 
in^^  into  operation  Ix^tween  ID.")!)  and  lOOR.  Estimated  number  of  bulk 
'  ])lants  in  the  T'nitecl  >^tates  incitMised  froni  in  VM),  to  4,140  in  UHW, 
with  over  7i>  percent  concentrated  in  the  north  central  rejrion  in  1%8. 

The  need  for  regional  planning  for  guidance  of  the  total  economic 
development  of  comnnniities  is  iwo^rnized  m  S.  2iJ2'5.  When  effective 
economic  plannin^i:  cKMuirs.  population  iiu-reases  and  busiiu'ss  activity 
increases  usually  result  in  increased  economic  ncHvity  for  the  mutual 
benetit  of  all  of  the  i)()pulation.  It  is  evident  in  recent  yea i*s  that  when 
financial  resources  were  made  available  for  such  thinp?  as  housin*; 
projects,  electric  generation  plants,  a*rricnltural  |)rocessin<r  i)lant.s  and 
nKinufactutin<r  units,  po[)uhition  trends  have  shown  that  out-mi<i:ra- 
tion  has  been  reversed  in  these  selective  communities  where  economic 
and  social  nrrou-th  has  occurred  I'hese  are  the  types  of  reasons  that 
promi)t  us  to  speak  in  support  oi*  S.  i^i^i^-^.  We  reco^jnize  that  manv  of 
these  ac<'()mplishments  cn.iaiot  or  will  not  be  made  with  ])rivato  capital 
alone^  con^ecpuMitly.  the  assistance  of  the  Ferienil  (lovernment  u\ 
stinudatia<r  irrowth  in  rural  America  is  veiy  im|)ortant.  It  iso^^•opi]^- 
ion  that  ])assa<re  of  this  le<rislation  would  be  a  si^rniticant  .step  toward 
human  resonnv  and  runil  develojancnt  in  America. 

I*^)nld  ^u<r^est  that  there  may  be  some  areas  which  would  re(|uire 
clarifU^ation  before Vlie  le<rislatio'n  was  ultimately  adopted.  Wliile  we 
favor  tiie  con'*ept  ot*  providing  additional  'financial  resources  to  eu- 
hain-e  the  quality  of  rural  life,  the  or^ranizational  met'hanic.s  for  the 
Kural  Development  Credit  Bank  mi^ht  receive  fnifher  consideration. 
For  exani]>le.  wouhl  it  be  advisable  to  include  the  Rural  Development 
Civdit  Bank  as  a  fourth  a<rencv  under  tin*  ^en^'ial  juri.sdiction  of  the 
Farm  Credit  Administration  I  The  FC\  is  eminently  sncce.s.sful  irt  its 
field  and  has  the  a(hninist!-ation  and  resource  personnel  which  ccmld 
be  able  to  ornide  the  Rural  Development  ('re(Ht  Ba-nk  very  eflVctively. 

Another  area  that  mi<rht  reijuire  clai*ification  ])ei'tains  to  .sections 
710(c)  and  708(12)  and  (b')).  The  atjency  is  nuthorizcd  to  en<ra<re  in 
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„  ivsearcli  and  itiforniation  <r»tlHM-in^  and  to  dissoniinat^.  information. 
Wliile  we  i-eco^ize  tho  n(^ed  for  these  ty]>es  of  activities,  it  njay  l)e 
j)ni(lent  to  detin^lie  intent  of  these  se<-tions  to  avcxid  duplication  with 
Hervices  currently  provided  by  otlier  a<rencies,  sucli  as  the  land-^rr;u><'^ 
colle^r<*H.  ' 

In  suinniaiT,  1  wcadd  like  to  reiterate  tluit  wt*  sui)])ort  tlie  concept  of 
tlie  hill  and  l)elieve  that,  as  written,  it  wcadd  have  marked  si^nilicauce 
in  rural  communities  and  speciHcally,  in  North  Dakota.  The  definition 
of  a  rural  area  as  any  plaee  of  under  o.k(HH)  i)o))ulation  f liat  is  not  con- 
tiguous with  a  larger  municj[)ality  is  of  significance  also.  Tliis  provi- 
sion woul(l  provide  the  l)eneHts  of  this  hill  to  the  entire  Slate  of  Xoi-th 
Dakota  witli  tlu^  exception  of  only  tlie  thice  major  cities,  Hismai-ck, 
Pai-^o,  and  (rrand  Forks. 

I  thank  you.  Senator,  for  the  op])oi-timity  to  provide  this  testiujony 
and  to  appear  be foi'e  you.  '  \^ 

Senator  JUtmimikky.  Just  a  c(ai|)le  of  l)rief  oh.sen'utions. 

In  reference  to  the  structm-e  of  tlie  orpmizational  meclninics.  as  - 
you  point  (ait,  the  Rural  Development  Credit  J^ank,  we  pivt^  a  ^ruiit 
deal  of  thought  as  to  whetlicr  or  not  it  is  advisable  to  includc^if  under 
the  Farm  Credit  Administration.  And  since  this  title  II  of  the, bill 
estal)lishes  a  system  of  l)anks  that  are  primarily  related  to  non?iT^tro- 
politan  miits  rather  than  direct  farm  operations,  we  are  of  the  oi)inion 
that  it  wonid  l)e  l)etter  to  kee])  it  separate.  I^ut  that  is  sul)ject  (o  reex- 
ainimituHi.  I  think  since  you  have  tlaiir^ed  this  to  om-  attention  we 
will  want  to  discuss  it  a^ain.  And  it  is  a  matter  just  of  orpin izatioiu 
as  to  whether  or  not  this  type  of  structure  conld  fit  under  the  total 
uiantle  of  tJie  Farm  Civdit  Administration. 

Also  one  thin^  that  we  have  tried  to  do  in  this  bill  is  to  desigji  a 
Rural^  Development  Credit  Hoard  that  relates  itself  ^lirectly  to  the 
eoonohiic  and  community  4'acilities  (Wvelopment  of  rural  communi- 
ties. It  should  have  people  on  it  who  are  specifically  (Hpiipped  by  back- 
,  p'ound,  experiemv,  training  and  livin^r  patterns  to  uiulei^tand  rural 
^  America.  And  one  of  the  dan^ei*s  that  we  ^ot  into  with  these  bi^ 
boards  is  that  the  fii-st  thin^  you  know,  f^om^  toj)  economist  from  some 
threat  institution  is  selected  that  is  brilliant  i^d  able,  but  who  knows 
littJe  about  the  earthy  problems  that  one  has  to  deal  with  when  living 
in  rural  America.  There  is  a  big  difference  between  the  theorelical 
knowledge  and  practicaf  ex])e'rience. 

The  best  of  all  worlds,  I  should  say,  is  a  blend  of  both. 

Hilt  we  have  insisted  that  even  at  the  regional  bank  level  that  peo- 
ple who  serve  on  their  boards  l)e  from  the  area,  so  that  we  don't  go  off  ^ 
and  get  a  regional  bank  board  member  from  other  States. AVe  want  to 
have  i)eople  who  nnderst>and  their  regions  they  are  to  serve,  because 
there  are  major  differences  among  the  various  regions  of  this  couTitry. 

The  onaything  I  find  in  Federal  legislation  that  is  so  difficult  is  that 
we  legi.slafe  for  the  whole  count iw  as  if  it  were  just  one  monolith.  And 
everyone  here  knows  tliat  the  problems  of  the  Dtikotas,  the  Plains 
States,  are  very  different  than  those,  say,  of  the  seaboard,  or  of  the  , 
(riilf  States,  and  vice  versa.  We  need  regions  that  are  ivlated  to  the 
needs  of  people  in  particnlar  areas.  Ami  we  try  in  a  sense  to  decen- 
tralize^ without  having  a  total  discontinuity  of  operation. 

Afr.  J^aker,  who  is  our  staff  consultant  on  this  bill,  has  suggested 
^  that  we  might  ask  you,  Vice  President  (xilles,  to  give  us  some  specific 
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lan<r""^rc' ()t  clarity  .sections  TlO(c)  and  7ns,  12  and  l.'K  on  rcscMirch  nnd 
technical  assistance.  Wc  think  that  y()ur»|)t>i'it  is  well  made  there.  We 
don't  want  to  dnplicate  it.  And  tlie  land-;rnint  colle<r('  luis  heon  hrou^^ht 
into  this  dist-ussion  a  nnniher  of  times,  pai-ticularly  the  exteivsioa  sei-v- 
ice  aspects  of  the  land-<rMint  college.  We  have  all  our  schools  of  agri- 
culture, agricultural  economists,  but  there  is  a  w  hole  new  bi'ecd  coniin<r 
forward  in  terms  of  rural  connnuuity  (h'veloj)ment. 

The  president  of  the  Tuiversity  of  Nebraska  sii<r<i:estcd  hnvin^  these 
<rreat  ]and-<r'"»iit  colleges  establish  rural  (h^vclopinent  institutes  for 
lon;X  tenu  research,  for  tlie  dissemination  of  information,  and  for  the 
holdin<r  of  <*<>ufereiu-es  and  semi luu^s.  I  think  that  there  is  a  ^reat  merit 
to  this,  and  we  ou<rht  to  look  into.it.  This  <r<)es  beycHul  (air  bank  bill, 
but  I  think  it  is  something  that  we  really  ou<rht  to  look  at,  because 
those^  land-<rnint  colleges  tend  to  become  just  <rreat  univci-sities,  like 
my  own  I'nivci'sity  of  Minnesota.  And  sometimes  I  am  afraid  thev  lose 
the  sense  of  their  on<;lnal  mission,  nanudv  to  ivally  be  helplnl  to 
suialler  towns  and  commmiities  that  are  seekm;^  to  develoj). 

So  any  lan<rua^e  that  yon  feel  that  you  'would  like  to  send  to  us  in 
the  form  of  a  letter  or  a  nuMuoiandmn,  .we  an'ouIcI  appr(M-iate  it.  AA'e  are 
ill  the  prcwess  now  of  just  adjustin*;  this  le<i:islation,  and  mnrkin<r  if  up. 
AVe  may  ha\'c  to  lewrite  a  lot  of  it.  Senatoi'  liiu'dick  knows  that,  if 
you  ^et  a  bill  in  and  it  passes  with  your  nanu*  still  on  it,  you  hav(»  made 
a  substantial  achie\'ement.  We  don't  (»xpect  that  tlu*  oritrinal  lan^ua<r(* 
Would  sur\  ive  all  your  tests. 

Senator  IhMiuiRKY.  Senator  Hurdick,  who  is  your  next  witness^ 

Senator  Hi  kuick.  The  next  witness  is  Stanley  Kwako,  president  of 
Farmers  State  Hank  of  lleaton.  This  \\  itiu»ss  icpresents  a  ])ank  in  th(» 
interior  of  the  State  in  a  i  iiral  community. 

And  it  mi.«j:ht  be  of  some  interest  to  the  chaiiiuan  that  his  brother 
resicles  at  Dcti'oit  flakes,  Afinn.,  and  is  a  dru^*rist. 

Senator  Hi  MeHRKv.  His  brother  is  a  very  fortunate  nran  in  both 
cate<rories,  both  in  terms  of  bis  profession  and  his  lesideiice.  That  is 
Becker  County,  I  want  the  record  to  know.  And  one  'of  the  (iiu'st 
simnuer  festivals  in  the  State  of  Afinn(»sota  tnkes  place  in  Detioit 
Ijiikcs.        have  our  Watennna  there.  It  is  very  nice. 

One  of  the  advantaores  of  bein^  chaii*man  of  the  subconunittee  is 
that  you  «ret  to  bra<r  <)U  youi'  houie  State. 

STATEMENT  OF  STANLEY  KWAKO,  PRESIDENT,  FARMERS  STATE 
BANK  or  HEATON,  HEATON,  N.  DAK. 

Mr.  Kwako.  Mr.  Chairman.  I  would  like  to  thank  you  and  Senator 
Hurdic*k  for  trivin*r  us  tliis  opportunity  to  app(*ar  before  yom*  com- 
mittee and  (»xpress  my  views  on  S.  '2'2'2^. 

To  ii^ive  yoM  a  little  l)ack<rrouiul  on  mvself,  I  have  been  affiliated 
with  tlie  bankin<r  fraternity  since  10:U.  T  presently  own  the  Farmers 
State  Bank  of  Heaton.  The  comnumity  of  lleaton  represents  a  popu- 
lation of  people. 

Seiuitor  Hi'MTUiRKY.  T  would  sav  that  you  aie  a  uni(pie  witiu>ss.  We 
liaven't  had  anybody  fi*om  such  a  larirt*  metiopolitan  center' 

Mr.  Kwako,  Xow,  iu  the  State  of  North  Dakota  paviuir  and  receiv- 
iii<r  stations  have  been  antlnu'ized  bv  the  bankiuii:  de})ai-tment.  And 
we  luive  two  ])ayiuir  .stations,  one  at  Bowdon,  X.  Dak.,  a  town  of  liOO 
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|)('()))1<'.  }iiuljji?i;e  Jit  Syk^ston.  witli  ;i])i)n)xiiHntol y  lu.")  |w'()i)lo.  The  hank 
im^  footing  'on  $;^nl111i^)n.  and  a  (•af)ital  stnictnro  whidi  authorizos^ 
a  loanin^-^lnuit  of  $1^5,001). 

As  you^tui  r(H*o^nizi»  from  this  background,  this  bill  would  not  artVct' 
luy  o]M'ration  <rroatly.  Ilowwcr,  bcin*?  a  lifelong  ivsident  of  the  Stat<* 
of  North  Dakota.  I  have  been  able  to  witness  tlie  decline  in  po])idati()n 
ill  our  State.  And  tlie  inost  signitieant  cause  of  this  decline^  has  U'en 
because  of  the  lack  of  opportunities  for  busin(»s^  (h'velopnient  in  our 
State.  '     '  . 

The  (iovernnient  has  been  able  to  offer  assistance  to  us  through  the 
^'anners  Home  Administration,  which  has  enabled  nuuiy  of  our  farm- 
ers to  continue  their  [)rogram.  Witliout  tliis  hel]).  uuuiy  of  our  farm 
of)erators  would  lune  had  to  leave  tlu'ir  farms,  thereby  causing  a 
fuT'ther  (h'cline  of  population  in  our  State. 

Now,  we  have  mnny  couununities  in  our  State  and  throutrhout  tlie 
Nation  tluit  would  l)epefit  greatly  by  this  rural  credit  system.  And  V 
think  this  is  a  woiulerful  oi)portunity  for  all  tlie  conunmuties  in 
e\  ery  State  of  the  \  'nited  States. 

I  want  to  thank  you  kimlly.  Mr.  Chairnuiii,  for  allowing  nu*  to  ap- 
pear before  you  this  iiu)!-ning. 

Senator  ITi  mi^hkkv.  Air.  Kwako,  for  a  coiumunity  a^  stnall  as  flea- 
ton,  ynw  hayc  a  r'athei*  sul)stantial  baid^.'^Fell  nu'.  how  is  that  ( 

Mr.  KwAKo.  Sem»tor,  T  was  a  former  baTik  examiiUM-,  and  it  is  hard 
to  l)uy  banks,  and  J  wps  fortmiate  eiu^ui^h  to  ))e  able  to  buy  this  bank 
only  >i.">()n,()00  in  (h'])Osits.  Tn  only  s  years  Ave  have  IncVea.^cd 
the  foot iuirv  to  million. 

Senator  TTr MPiu<:-,Y.  AAHu)  do  vou  ^(M'\  e  ^ 

Afr.  KwMvo.  Our  farmeiN.  ^Vv  have  the  most  (*flicient  farnuu-s  in  the 
State  of  Xf)rth  Dakota.  Aiul  I  am  brairgiug,  Senatoi*.  AA>  lia\*e  the 
mo^t  efr'''ieut  farnuu's.  Our  fai'juei-s  fire  diversitied.  AA>  luive  cattle, 
^lucp,  and  grain  farming.  Today  some  of  our  farmers  have  20  to  -lO 
))ins  of  irrain  spoiled  and  dumi)ed  on  the  groun<l.  Thev  have  just 
thousands  of  bushels,  and  they  liaven't  any  storaire  at  this  time.  So 
we  a  re  greatly  concerru'd. 

Yi^t  v.c  know  tluvt  this  will  worl\  out  souu'how,  because  we  have 
\cryothcicnt  ^armer-. 

Senator  TTr  Arrnn:     AA^herc  i-  irenN)n  located  i 

^fr.  Kwako.  AA'^e  are  a]>ou(  Tn  or  s(J  mih»s  nortliuest  of  JMme^town. 
AAV  ;yi»  west  of  Carriugton,  about  'J4  mile^.  and  -^outli  of  Fessenden. 

Senator  TTi^ri»Tnn:v.  Do  you  have  eleyatoi-s  there  In  TTeaton^ 

Mv.  Kw\i;(>.  AA"e  have  lost  these.  Pi^avey  has  cl()>>e(\  up.  T^ut  what 
happt»ned.  Senator,  ]^»a\'ey  closed  their  elev  ator  in  I^owden— we  lia\  e 
a  ranch  up  there-  but  we.  two  fanuei*^  and  the  I'ank.  the  three  of  us 
got  totr^'ther  -XiU]  raised  >ihO .()(){)  to  nuiintain  that  elevator,  aiul  we  are 
doinir trenu  ndous  job  there. 

'^e!u>tor  TTrMenfu*v.  Doyo'n  have  rail  transportation?  \ 

Mr.  KwvKo.  Yes.  the  Great  Northej'U. 

Senator  ITi;AnMiTn:v.  Tt  still  cojues  through  ? 

^^r.  K  w  \Ko'.  Yes,  veiy  good  service. 

Senator  Tft'^rrif rkv.  Ts  there  a  lot  of  wheat  farming  up  your  Avay, 
or  feed  irrains  ?  ^ 

y\v.  KwAKo.  Lots  of  wheat  farming.  And  we  have  lots  of  cattle,  too. 
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Scimtor  IIi  MPuiiKY.  You  luontionod  thi^  <iraiu  stora^rt*  probhMu. 
That  of  i^ur^^  \>  Ix'vond  tho  jiirlsdiotion  of  the  svibrominitUMs  l>ut  it 
is  over  |)^'^•ent  in  luy  mind.  Whih*  I  was  hark  at  my  office,  a^  moment 
a<ro  I  <xot.  anotlier  call  alH)ut  our  corn  aiul  soybean  prices.  They  are 
jroinir  down  the  drain.  1  am  \\a<iintr  a  one  man  war  ba<*k  hen^  not 
one  man,  bm  I  am  <r(^ttin<r  aftoi'  the  new-papers,  aiid  m>  fortlw  be- 
*  cause  they  don't  publicize  (mr  fai'm  problems.  Do  you  know  what  they 
publisluKl  in  the  New  York  Times  yesterday  on  the  corn  situation^ 
No  (me  ever  did  imd  out  the  i)riee  per  bushel.  \t  was  the  difference 
in  the  i^tock  nuirket  of  a  point  and  a  Half.  They  don't  know  corn  from 
a  nkidele.  I  looked  throu<rh  the  M'hole  ]>aper,  and  I  sauh  what  i.s  the 
prii^e  of  corn  t  Thev  were  oidv  writin<r  alxnit  the  <ruys  that  wei'e  plav- 
in<r  the  market  (;n  coVn,  not  the  farm  producer.  What  he  is  irettin<r  for 

the  corn (  m      i   '  i        ♦!  • 

And  this  is  a  probleju  and,  jr^Mitjleman,  wlule  I  have  you  here,  this 
is  a  problem  with  this  (Jovenunent.  The  people  down  heiv,  they  just 
))h'iin  for«rt*t  e\cept  your  Seiuitoi^  and  a  few  of  ns  that  are  in  the 
>[id.west  or  fi*om  the  Southern  States-  Iheiv  is  a  irreat  Inxly  of  inter- 
est, may  I  .-ay,  between  our  southern  fi'ieiuK,  as  you  will  see  on  this 
coiiimittee,  and  those  of  us  who  are  from  the  Midwe^,  when  it  coinesto 
this  acn'iciiltnral  i)roblem.  But  we  nonetheless  live  here  \n\\u  envimn- 
nu'Ut  hi  which  there  i-  never  anybody  that  talks  about  the  <*attle.  pork, 
oats,  rye,  barlev,  isnun  s(>i-<rlnims  amx,  -oy])ean-.  wheat.  Ihe  only 
thinL^they  ever  talk  about  is  that  the  ( ^inadians  are  ,sellinfr  the  (1iine<e 
'  some  jvhi'at.  That  is  about  as  much  ac(iuaintance  we  <rt't  here.  We 
hear  diwu^-iun-^  about  irrain  futures  and- all  that  soit  .,f  busine-s 
which,  of  cour-e.  is  a  part  of  (he  ^rndn  trade,  but  it  doe^ii  t  iret  down 
to  what  effects  tliat  farm  prodiicei*.  i     i  -r 

And  I  am  he^e  to  -;iv  to  von  and  I  want  it  tor  llus  record  that  it 
our  Xatioir^  (^ij^iral  *wer^'hio\ed  to  (*hica<ro,  ^linneapolis,  Denver, 
Kan-as  (^itv,  oi  Milv/aukee,  there  would  be  a  different  a<rricadtural 
policy  in  t\\\<  i'ountrv.  I  ^^ear  there  would  be.  If  the  farm  people 
really  km  w  what  wa-'  hai>peninir  to  them  down  here  thev  would  make 
the-e  hii>pics  and  othei-s  that  have  been  runnifi<r  around  here  demon- 
<ratin;r  look  like  thev  were  kindly  socird  workers.  I  am  ^^omixto  lead 
a  little  4'ru  ade  around  here  for  them. 

Si'uator  Brimn  K.  Wliat  is  the  i)rice  of  corn  in  Minue..  ota  rl^rht 

now  ( 

Senator  ITi  mi^huky.  T  think  it  is  about  9:>cents.^ 

Senator  BrnnK^K.  I  heard  it  was  in  the  upper  ^ 

Senator  nr  MPHKi  v.  That  is  the  market,  but  what  we  <ret  lor  it  may 

be  sHorH7,  .  i  m 

(^m  von  iiui^rine  what  would  lia])pen  if  the  i)ru'e  ot  automobiles 

dropped  thf^  ->ame  i)ercenta<re  as  what  has  iiappened  to  our  <>orn  ero])? 

Just  imagine  that. 

X^^ImxI  v  down  here  talks  alK>ut  that. 

Mr.  KWaro.  T^ut,  Senator,  we  have  the  most  efficient  oixnators  on 
tlu-s4>  farms,  and  in  spite  of  all  of  tliis  thev  are  survi  vincr. 

Senator  ITt-mphrkv.  I  know,  But  believe  me,. we  make  it  touirh  lor 
them.  Thev  must  be  a  hardy  ])reed. 

Tt  is  hard  forme  to  (^ontain  myself,  and  I  'rcnerally  don  t.  T  am  iroin<r 
to  make  a  realjond  speech  ov^^r  in  the  Senate  on  that.  I  wi^l  let  yon 
k-now  when  T  am  ^roin.jr  to  do  it. 
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Tlu»  next  witiiesH. 

Senator  Hx'KDir'K.  The  next  Nvitness  is  James  Lewis,  executive  vice 
|)i-esident,  Njitional  Rank  of  Harvey,  Harvey,  N.  Dak.  \n{l  Harvey 
IS  a  little  Uiv^in-  town,  Lut  still  in  the  heartland  of  North  Dakota,  the 
rural  area. 

Senator  Hi'miuikky.  Central  North  Dakota. 
Senator  lU'KniCK.  That  is  about  what  it  is. 

V 

STATEMENT  OF  JAMES  A.  LEWIS,  EXECUTIVE  VICE  PRESIDENT, 
NATIONAL  BANK  OF  HARVEY.  HARVEY,  N.  DAK. 

Mr.  Lkwis.  Mr.  diaimian,  I  do  not  have  a  j)re[)ared  statenu»n(.  I^ut 
I  would  like  to  thank  you  for  lettin^r  nie  ai)i)ear,  and  to  tiiank  ^Senator 
Hnrdick  for  invitintr  us  do\ui  to  Wasiiiu<rt<)n. 

And  h't  me  ^rive  you  a  little  hacktrronnd  on  nivself.  1  have  heen  in 
i)ankin«r  IT  y(»ars.  1  ap[)lied  for  a  job  as  a  baidc  niessen/^er  ixvause  I 
telt  I  hat  the  iuMii-s  were  ri<rht,  froui !):()()  to. '5  :(H). 

I  ani  sure  you  are  familiar  with  tiu'  First  Hank  Svstrm.  I  wns  nn 
examiner  foi'  them  \  years  out  of  Minneai)olis.  And  tluMi  I  wauted  to 
hark  to  North  Dakota.  My  dad  liad  a  creaiAery  in  Meulah.  N.  Dak.. 
rWk  in  the  thirties.  I  aui  a  Xortli  Dakota  hov.  Twas  i)orn  there.  And 
I  >^nued  to  jLTO  hark  and  do  what  I  couhl  for  North  Dakota. 

AjklMr.  Kwako  here  went  tothe  Hii  r\ey  couununitv  of  i!.:>(m  people 
m  Uyr)  aud  chartered  a  national  hank.  Tins  is  what  liis  ac  tion  was.  lie 
went  from  door  to  door  trvin^r  to  sell  stock  in  a  hank.  He  did  <r(^t  it  otf 
the  <^round. 

We  start(»d  the  new  i)ank  in  Har\ey  in  liHu).  Ami  our  footin<rs  as  of 
ye.stenhi  v  were  a  litth'  ov(»rS.")  million,  in  a  eomnumitv  of  ^.:iO()7  where 
we  also  have  another  hank.  We  have  In^en  ahle  to  <rrow.  Aiul  I  think 
one  of  the  reasons  we  have  been  ai)le  to  p:vi)\y  is  that  we  have  been  abb' 
tosui)port  our  out lyintr  small  areas, 

()ne  thin<r  I  would  like  to  [xmU  out  is,  like  Dr.  (lilies  said  here,  on 
this  idea  of  loan  limits,  we  have  a  pi'oblem.  In  North  Dakota  without 
the  Farnuu-s  Home  Admini.stration  I  ^rrant  vmi  that  we  j)robal)lv 
wouldnY  prosi)er  the  way  we  have  prospered,  iiot  oidv  beeaus(»  of  the 
faet  that  tliey  ran  make  the  money  availabh'  to  us,  l)ut  also  the  terms. 
This  IS  one  thin^r  jd)0Ut  the  i)aid^^  I  am  sure  you  realize  tiie  faet  that 
when  we  ^^o  onf  to  make  a  loan  we  have  to  j)roi)ably  limit  ourselves  to, 
say,  4  or  Hve  years,  which,  for  a  i)erson  just  startin^r  out— you  just 
cannot  make  the  retjuired  reduction  in  4  or  wai-s.  Thev  have  to  have 
an  oi)portunity  like  this  to  be  able  to  <ro  aiiead'  aond  prosper  on  this 
tlunnr.  /  '  , 

Harvey  is  a  (rbmnnmity  of  We  are  not  a  county  seat.  And  so  we 

are  not  dependent  upon  a  rounty  strueture. 

We  have  a  cfeaniery  there  which  we  liave  convei-ted  now  to  a  cheese 
plant,  and  we  will  have  the  best  cheese  plantain  the  State  of  Xortli 
Dakota  within  the  next  couple  of  years.  At  the  present  time  our  income 
from  that  ehees(>  plant  is  about )<),()()()  gvos^.  This  means  that  this 
money  is  ^2:oin^r  back  into  the  comniuntiy.  This  is  what  we  have  to  have. 

Now,  with  this  tyjl^^  of  pro^n-am,  as  lon<r  as  thev  sav  that  thev  ^annot 
^^et  any  other  credit,  wheie  are  they  <roiii^^  to  ^et  a  program  like  this, 
and  I  am  for  this  thin^:  because  of  the  fact  that  w  have  to  keep  these 
small  coinmunities  survivintr. 
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And  ono  th\i\^  I  would  like  to  noint  out.  had  an  election  yester- 
day. I  am  tn^asurer  of  our  scliool  board.  Wo  have  a  mill  levy  oi\  schools 
valuation  of  Harvey  has  remained  the  same  for  ti\e  last  10  yeai-s.  And 
tiiis  is  the  maximum  levy  tiiat  can  be  levied  witiiout  a  vote  of  the  ])eoi)le. 
Now,  tiie  costj?  of  our  (iperation  of  this  school  }\ave  ^one  ui).  But  the 
valuation  of  Harvey  has  remained  the  same  for  the  last  10  years.  And 
tiie  peof)le  cannot  understand  why  we  have  to  have  money  for  tlie 
sciiool.  Now,  if  tiiat  valuation  i\ad  continued  to  ^'o  up  there  would  be 
no  |)r()l)lem.  But  the  way  we  are  sitting  there,  we  have  the  same  valua- 
tion. Now,  we  are  wcpieWin^^  an  increase  to  70  mills,  which  in  our  sit- 
uation tiiere  inllLirvey  would  raise  our  taxes  per  hundred  over 
wiu\t  we  areiK)\v  p^yiii^r  wiiich  isn*t  out  of  line.  Our  taxes  are  low. 
Hut  we  iuive  tlie  problem  of  this  55  and  over.  People  in  the  small  com- 
mmuties  ai^e  staym^.  ))nt  tiu'y  are  not  able  t().sui)port  tiiis  as  far  as  tuxes 
arc  roiKvrncd,  and  tliis  is  our  bijnr  j)roi)lcm.  , 

So  there  art*  many  things  I  flrmk  tiuit  \vc  have  got  to  look  at.  But 
I  just  feel  tliat  this  type  of  pro^M'am  would  be  very  good  for  North 
•Dakota.  For  one  tiiin^r,  we  have  UM\  banks  in  North  Dakota,  ami  of 
tiiose  ir>(>,  about  1)0  of  tiTc>i\  arc  le^s  than  $5  million  in  de])Osits. 

Semitoi-  fli  MniKKV.  You  uiulcrstand  tluit  (bis  bill  would  permit  the 
kwal  l)ank  to  be.tiie  fnst  anient,  so  to  speak,  wiiicli  we  tiiink  is  so 
imi)ortant,  because  you  know  tiu*  commimity,  you  kiiow  tiic  potential 
borrowers,  von  work  with  titese  muiticoiinty  i)lannin^  groups.  And 
I  am  unalterably  opl)()^e(l  to  bavinir  a  lot  of  iu*w  ])eo[)le  come  in  on  top 
of  a  conununitv. 

I  think  wc  liave  the  talent  out  there.  You  can  sell  your  pa|)er  to  your 
re<rional  bhnk,  whi<*b  [>uts  you  in  busiiu'ss  and  i)ermits  you  to  have 
parti('ipatin<>t  loans  as  well. 

We  iiad  a  dis<-ussi()n  on  that  this  mornin<r,  Jnul  J  would  like  your 
views  on  it  because  we  have  some  good  bankei's^iere  witli  us.  rmler 
tiu*  SILV.  for  exainple/tbc  bank  can  take  a  p'mv  of  it  and  the  SHA 
*rnai)\ntees  the  rest.  You  nuike  an  actual  loan,  witii  a  guarantee  be- 
hind it.  FHA  (hx^sn't  ])ermit  that  at  this  time.  What  do  you  think 
about  FHA  having  that  right  or  that  autbority^ 

Mr.  Lkwts.  Tb'is  is  the  thing  I  was  looking  at  when  1  reviewed  this 
bill.  I  was  wondering  liow  it  was  ac^tually  different  from  the  SHA 
program,  ))ecause  with  SHA  of  co^r.se  you  guarantee  a  portion  of  it. 

Semitor  Hi  MmrRKv/rbat  is  right. 

Mr.  Lkwir.  In  this  program  here  you  are  participating  out  to  this. 

Now,  (me  tiling  I  feel  is  that  this  1  percent^whicb  I  don't  think  is 
out  of  line  for  an  out.staiuling  balance,  i)ecause,  well,  let's  ))e  honest, 
when  vou  look  at  it — we  ])ai'ticipate  with  another  bank  on  ^one  of  our 
l(1ans,*but  we  participate  with  the  understanding  that  we  iiave  a  com- 
I)ensating  balance  at  that  bank.  If  you  look  at,  say.  $i2  million,  with 
20-percent  cpm[)ensating  balance,  yon  are  looking  at  $400,000,  and  if 
yon  invest  that  $4^^0,000  at  ])ercent,  yon  get  $*24,000.  And  in  the  long 
run  we  are  better  off  under  this  program. 

Senator  IlrMrnRKY.  I  think  you  are  by  far. 

Mr.  Lew^is.'I  think  the  Farmers  Home  Administration,  if  they  could 
handle  \t  this  way,  it  would  be  fiAe. 

Senator  I Ii  MPHRKv.  Any  other  coniinents? 
Mr.  KwAKO.  Jim  covered  that  quite  well. 
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Senator  IIuMi'jnua'.  Fino. 

Mr.  TjiOKND.u..  Sonator,  in  anticipation  thut  ,soiii(»thin/^  like  this 
nii<ylit  liave  (leveloi)(Hl  last  winter  in  tliii  l(»^ri>latioii,  the  Bank  of  North 
Dakota  Hecur(»(l  h^^nslation  wher(4)y  we  eaii  ]nii<'hase  stock  in  (iovern- 
nient  si)onson»(l  a^rpn<-ies  in  (>nl(»r  to  ])artiei})at(»  with  tlawn.  So  we 
liave  this  authority.  And  ve  could  ])urtOiase  stcx'k  in  youi*  i'(»<rional 
hank  if  this  hill  ])asset?.  And  wo  would  1)(»  on(»  of  the  filst  to  do  this, 
to  heconu*  ])artici[)atin<i:  niemhers. 

Senator  Hi  MPifUKV.  Very  /food. 

One  of  the  other  })oints  that  we  try  to  incor])orate  into  this  r(»(rional 
hank  strnctni-e  is  to  he  ahle  to  reach  into  other  money  markets,  to 
.  hrin^r  capital  in.  Oni-  ])r(>l)le]n  in  the  Midwest  has  In^en  that  they  reacli 
into  oui:  money  nuirk(»t,  whi<'h  limits  what  we  have.  .Vnd  I  kiiow  he- 
can  e  niv'family  has  heen  in  hu>in(»^^s  in  South  Dakota  ^iiu'e  Of 
<'onr>c,  I  \sas  hron/zht  np  in  somewhat  of  a  poj}\ilist  school.  Hut  mv 
father  was  a  l)U>inpssman,  and  a  ^rood  husinesHiian.  And  Ave  always 
left  whatever  money  we  had  in  town.  W(»  (h^posited  i(  in  the  hank  and 
left  it  in  town,  >o  it  wa^  available  there  fT)]-  loaiyn<r.  The  nrohh^ni  with 
-onie  of  our  hnsiness  in>titntions  \>  that  tn(\v  u--e  th(»  hank  for  a  W(»ek- 
(^nd  deposit,  and  then  send  it  out  of  town.  I  i-'enuMnhcM-  my  wTfeV  fatlier, 
who  was  a  hi]<ine.s,sniau  \\  a>  in  the  pro(hic(»  husinc'^--.  1  [<»  wa<  the 
kind  of  a  man  that  cont!  Ihuted  thou^anck  of  dollars  to  the  (  olIe(re  and 
oth(»r  comnnijiity  enteri)ri<e-.  And  hometimes  we  fo\n.d  in  the  early 
thirties,  forties,  and  (»ven  in  the  fifties,  that  a  ceiiain  munixM'  of  our 
hu-^ine-^ses  didn't  mak(»  \(»ry  ;iood  coutr'ihntion^.  We  hr.N'»  to  irct  <on)o 
capital  hack  into  th(»-e  riiril  connmmities,  and  that  is  one  of  the  pur 
poses  [jere. 

Anythin;::  else  ^ 

>rr.  TifoKNoAT..  Von  mcMitloned  tappin;;  national  marki^t--.  We  lun  e 
addre<se<l  this  at  th(»  liank  of  North  Dakota,  and  we  are  iroiiiir  (oM'ek 
]e;rislation  to  issue  bonds.  d(»bentures,  and  there  is  a  con<tit(it ional 
provision  a<rain>t  this  at  tlu^  present  finite  \\\\\  we  i'onld  tap  national 
markets  for  sources  of  (h'posit.  l^ut  this  a/^ain  would  b(»  short  term, 
and  w(»  ha\ e  contacttnl  N(»w  Vork  lirms  that  coidd  nuu'ket  these.  Hut 
we  (»airt  tap  the  nuwket  <hort  and  lend  lon;i.  .Vnd  lending;  lou<r  what 
we  need. 

S(>nat()r  IIi  mpfjiikv.  Exactly.  Now  you  have  ])\\\  yonr  lin<r<M'  on  it.  It 
is  tlie  lonir-term  loan.  Von  camiot  finan(»e  ('onnunnity  develoj)m(»nt  or 
in(h\strial  (levelopment  on  sJiort-tenn  money.  If  yon  can,  it  really 
means  that  it  is  a  pi-etty  L'-ood  o])eiation  ab'Cady.  and  all  they  need  is 
a  littlesoniethin<.r  to  t^dvethem  over  the  <hort  period.  Hut  what  weha\  e 
tri(>d  to  do  here  in  this  bill  is  to  take  a(M'e])ted  ])rincii)les  of  interna- 
tional fin  an  c  in  <r  that  oui-  (lovermnent  pivsently  parti(*ipates  in  and 
apply  it  to  our  domestic*  needs. 

Yon  fak<^  the  Inter-AnuTican  Development  Hank.  I  sei-ved  on  the 
(\)nunittee  on  Forei <rn  "Relations  here  for  over  10  years  in  the  Senate, 
and  w^e  authorized  hn^re  sums  of  the  T".S.  taXpavers*  moiu^v  to  <ro  into 
the  hank  structure  of  the  Tntcr-American  Development  Haidc.  Now, 
tliat  Bank  will  loan  money  in  a  comnnmity  in  Hi'azil  or  Colombia  or 
Pern  for  i>0  or  iO  yeai-s.  And  fo;^  part  of  that  tinu^  we  had  a  system 
where  you  paid  nothin^r  on  interest  or  premium  from  .5  to  veai*s. 
Now,  that  i-s  ^rreat,  except  how  about  tho  folks  out  at  Delano,  Afiun. 
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If  wo  have  money  to  ^ivo  t.o  soinobocly  lor  4n  or  2n  yoiu-s  for  eco- 
iioiiric  (levelopnuMit  -  wliich  we  may  liave  to  do  as  a  i)art  of  our  world 
ivsi)<)ii.sd)ilities---l  tliink  tlie  same  i)riiicl])le  oii^dit  to  apply  have  at 
lioine  relating  to  our  own  domestic  devoloi)ment. 

Interestingly  enough,  tlie  hiter  Vmerican  I)e\ i'lo])ment  Bank  is  now 
makin<r  money.  It  is  jd)le  to  sell  its  pa|)ei%  as  you  knov. ,  aud  tlie  World 
liank  also  is 'able  to  sell  its  paper  in  the  money  market^  They  don't 
sell  that  i)aperhv^oin^^  broke.  t    i  i 

Vou  can  see  we  are  rather  steamed  up  (in  this  subject.  And  we  l\o[)e 
we  can  do  something  about  it. 

Senator  BrRuicK.  AVe  a[)preclate  very  nuu-li  the  time  you  luive  ^iven 

us.  <P  .X' 

Senator  HrMi'iiicKV.  I  should  indicate  to  you  that  Senator  1  <)\m^ 
l)re.S4»nted  a  statement  to  us  wliicli  is  incorporated  in  the  record  here. 
So  both  Scmth  r)alrota  Senators  have  parti<'ij)ated  In  the  development 
of  this  legislation. 

And  we  are  very  honored  to  have  Senator  I^urdick  and  Senator 
Yonn^  as  cosi)onso'rs  of  our  bill.  We  think  we  are  jroin^^  to  make  some 
process,  and  push  it  as  hard  as  we  can,  gentlemen. 

Thank  von. 

Next  we  have  Mr.  AA'alley.  Mr.  Walley,  I  am  sorry  we  had  to  [)ass 
vou. 

Mr.  W\rxKY.11uit  isall  riaht,  Afr.  ( Miairman. 

This  is  liex  McKaney,  who  is  <j:oin^r  to  ^ive  assistance  in  presenting  • 

our  testimony.  .  , 

Senator  lii  MiMuiKV.  I  am  sorry  that  Senator  Bellmon  isn  t  here 

today.  I^ut  we  do  re\  iew  this  testinmny  carefully  with  our  staff,  and 

what  yon  sav  will  l)e.  carefully  noted. 

Wo'idd  you  identify  yourself  and  your  associate  wlio  is  aceom])any- 

in^you. 

STATEMENT  OF  PETTIS  WALLEY,  RESOURCE  DIRECTOR,  SOUTHERN 
MISSISSIPPI  PLANNlNg^  AND  DEVELOPMENT  DISTRICT, 
TIESBURG,  MISS. 

Mr.  Wai.lkv.  I  am  Pettis  Walley,  I  am  resounr  dlre<^tor  of  Southern 
,\fississippl  Planniuir  and  I >e\ elo"|)ment  District,  imuh^  \\\)  of  15  coun- 
ties in  southeast  Mlssissi])i)i,  winch  is  iu  vohu'  here  on  tlie  map  on 
the  frf)nt  of  th(»  statement. 

Se\'euty-five  i)ercent  of  tlie  l)\id^^et  of  our  agency  is  su[)porte(l  by 
the  Kconomic  I  >e\ elopnienf  Administration,  EDA,  and  -25  per<;ent  by 
the  counties  and  mmii(^ipallties.  It  is  our  duty  to  be  the  catalyst  in  pro- 
moting local  coinnumity  (h^velopiuent.  This  is  acccmipllshed  by  assist- 
inir  local  governments  in  obtaining  Federal  funds. 

Senator  IlrMiMiuKV.  Yaw  have  a  nuilticonnty  district,  then? 

Mv.  W\i.j.v:\^  Yes.  AVe  are  the  largest  district  in  Mlssissii)pi.  EDA 
is  f)ruuarily  interested  In  the  creation /)f  permanent  jobs,  aiul  before 
we  vi\u  do  the  tilings  that  are  necessaiy,  it  is  this  old  idea  of  whether 
the  chirken  or  the  e^'^  comes  fir.st,  and,  Ve  cnn^t  <rot  the  hen,  so  we  can^ 
^et  the  e^^.  Tins  is  our  ])roblem.  '  - 

Yon  haye  our  presentation  here.  But  to  conserve  your  time,  if  I  may, 
I  would  prefer  to  speak  on  this  report.  ' 


\ 


ERIC 


ScMiator.  our  ])i()l)l(Mn  in  soiitl)  Mississi])|)i  nnd  I  juh  soi-rv  tlmt  T 
don't  i-('])rosent  tlx*  vnt'uv  Statt*  of  M ississif)])!,  l)ut  it  is  our  iv^ponsi- 
hility  to  r(^pr(»s(M)t  tIu»so  IT)  counties  wliicli  luivc  a  ])oi)ulati()u  of  {i])|)ro.\- 
inuitcly  .VMKOOO  people,  from  tlu*  .\rississippi  ^rulf  roust  upward  into 
tli(»  liill  conntics  of  \l issi<sip|)i,  about  KK)  or  uiilcs/ 

Vou  will  find  in  tliis  t(»stinu)ny  tluit  wo  1um-(»  assistcd^  in  crcafin*:.  oi* 
Immmi  responsible*  for  (u-(»at  ino;,  sonic  lo.OOO  uvw  jobs  for  [)(>o[>](>  tbat 
in  tiiisMistiict. 

Tiu*  lar<r<*st  inunb(M'  of  jobs  lu)\  ('  Ixmmi  crtNited  in  Jackson  .County, 
wiuM'c  tbe  T/itton  Shijjyard  iiuhistry  is  locat(»d.  Most  of  tlu'^HV  [)cop]o 
have  conio  tbcrc  by  Mii<j:ratiou  fioru*  tlu»  rural  counties  lu  the  district 
and  suri()U)idin<j:  arenas.  And  so  Jackson  County  now  bas  a  ])i()l)lein  of 
water,  sewer,  and  lu)usin^^  wliicli  \v(»  arc  tryin^^  to  bel[)  tlu^m  solve.  And 
tlii^*  piece  of  le<xislation,  i f  it  is  eiuicted,  and  if  tliere  (»ould  be  iuuc]it)f 
tlu'  redta])ccut  \ylvicli  ke(»])s  tluMlistrict  frou)  movijio^  forward,  in  bclp- 
in<!:  the  eoinniunitics  this  ])i(»ce  of  legislation  is  the  thiiitr  tbat  wc  jieed. 
T  live  in  a  county  in  southcMist  Mississi[)i)i  that  has  about  lO.OOO  i)o[)u- 
lation,  and  we  have  had  a  ])opulation  loss  in  the  last  Hi  yeai-s.  Six  of  our 
IT)  counties.  T  belic\c.  ])ave  lost  pop)ilation.  We  show  "a  ^ain  of  popu- 
lation, but  it  has  coiuc*  because*  of  this  tremendous  shi[)yard.  th(»  Litton 
In(histri(\s,  in  Jackson  County. 

So  our  ai'(»a  is  a  farm  ar(»a  and  oui-  i)e(*])l(>  ai'c  the  snuill  farmers,  and 
th(»y  ba\(»  disintetrrated.  tbev  have  <r<)ne  out  of  busin(\ss .because*  thcv 
could  not  supj>oi't  their  families.  And  they  have  had  to  turn  tbem  out 
and  th(»\  ar(»  <i:rowin<i:  up  in  what  wc  call  down  tluMe  .sa^re  <rra.ss  aiul  it  is 
not  pro(b]ctiv(»  a!iy  mor(». 

And  we  feel  that  this  ])ill.  if  it  is  (Uincted,  ^vill  (jive  us  tlie  tool  by 
which  we  luitrlit  In*  al>le  to  ])iin<r  iuehistries  intg  oiir  counti(\s,  anil 
th(M'<'fo]*e  ir\\('  <i:ainful  cmploynuMit  :nu1  biisiness  o])portunity  to  oui* 
p(H)pl(».  y\iu\y  of  our  i^^ople.  wluui  tlu^  (b-oi)^out  of  school  or  finish 
school,  seek  employment  in  tlu*  metro])olitan  areas  and  thcv  ar(»  cr(»- 
atiuiif  more  pro])l(»ms  in  those  ar(»as  than  they  already  have. 

And^tberefore.  I  think  that  this  le*rislation  would  keep  these  i)eopl(» 
a-t  hotmv  wluMv  th(\v  want  to  stay  and  ^i\e  them  trjiinful  employment 
and  business  opport4UHti(»s  \ylHM*(»'tliey  ca^  sui)port  their  families  and 
tak(»  care  of  thiMi-  livelihood. ;  '^^^^ 

Thank  you.    ,      ^  • 

{Thv  ])r(»pai'ed  statenuuit  of  ^\v.  Walley  follows  :) 

AFr.  Wallkv.  Mr.  Chairman  and  distiutruisbed  mcmb(M*s  of  this  com- 
mitt(»e,  it  is  a  roal  i)leasu!'e  for  nw  to  appcsu*  here  today  in  uncjuali/ied 
stHil^oi-t  of  the  (\)nsoli(h)t(»d  Farm  and  Kural  Development  Act.  If  ever 
there  was  a  pi(»ce  of  letri-^hitioii  whose*  timt^bas  come  it  is  Seiuite  bill 
•'42'2l\.  For  it  is  no  cxa^^nrn^jitiou  to  say  that  rui  al  Aniei  ica  is  in  deep  and 
jxrievous  trouble*  aiul  that  its  stesuly  disinte'triatie)!!  thi'e'atens  the*  \'eMy 
fabric  of  e)ur  national  lift^  We  all  have*  ce)me  te)  re'alize*.  I  think,  tba't  the 
awe\se)!ue,  f ri^bteMiin<r  pie)bleMus  tluU  be'se»t  the  <rre'at  urban  e'eMiters  will 
e'e)ntinue*  te)  elefy  the  be»st  e^tiorts  te)  re'se)lvc  the'in  until  the  re)ot  caiise  is 
l)e)leny  nssaultoel  anel  e'liminateKl.  And  i.s'  tbeue  any  lin<r<'rin<r  doubt  that 
the  root  e^ause  lie»s  in  tlu^  oeoiiomie  ele»e'line  of  rural  AinerLe'a  itse^lf  ^ 

As  T^vweleMit  Lynele)n  J()hnse)n  said  in  '*Xot  just  se^ntimeMit  ele*- 

mands  tluit  we  do  more  for  vuvit]  America-  the'  welfare  of  the  Xatie)n 
eleMminds  it."  T  will  re'tui*n  te)  this  the^nu'  in  a  mome^nt,  Mr.  Chaii-man. 
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Kinst,  let  rye  siiy  that  I  speak  in  l)Hialf  of  Senate  t>±jn  not  toi"  iny-- 
self  alone;  l)nt  ii'lso  for  the  L")  connt  ies  tlnit  make  nptlie  Snutl»ern  Mis- 
i^l?4^ippi'  Plj(nnin<r  and  development  District.  Tliese  eoanit ic^,  niost  1  y 
niral,  li'ave  joined  to<retlier  to  present  a  nnited  stami a<rainst  tlie 
n)ifc«sive  prol)leins  tl»at  l)es<'t  the  wliole  of  i  m-al  America.  Thv  strate<^^y 
of  re<rionar})lanninjr  and  n'poinil  cooperation  is  sncu'ccdintr  and  it  is, 
of  course,  re<rionalism  that  is  the  l)asic  concept  of  tlie  le<rislation  that 
yon  havejuider  consicU'ration  today.  To  those  ^vh()  wouhl  say  that 
rural  America  is  Imyontl  i'edem{)ti()ii,  to  tho.se  who  UKUituin  that  in- 

•  (tustry  ami  people  will  not  settle  in  the  counti^sidc.  I  say  they  aiy  mis- 
taken*. We  in  smitheast  Mississippi  are  clearly  nuikin<r  ju-ojrress  in  our 
ellorts  to  rt^vitalize  our  economy,  to  rel)uild  our. conunnnities,  to  de- 
velop iu'\v'3ol)s  and  to  jnit  a  stop  tothe  runaway  mi<rration  of  ojir  rural 
families  to  tlu'  h'ltr  city.  Ia^I  me  l)rieHy  cite  a  few  examples  of  what  has 
heen  aecomplis]ied  in'  just  the  last  4  or  r>  years:  M()(lern  water  aiul 
S(»wer  facilities  have  l)een  con.structed  in  14  of  our  cities  and  towns:, 
more  than  1(),0(M)  industrial  jol)siuive  heeti  ci'eated;  a  re^rional  airport 
is  muler  construction:  the  irniwrtant  Poit  of  (lulfpoit  is  l)ein<r  ex 
[)f*n(led:  medic;il  aiul  exhieational  facilitie's  ai-e  l)ein(r  eidar^reil  and  up- 
♦rra^ded:  i)i-o(rrams  are  underway  to  improve  the  (piallty  of  rural  Jious- 
iii^C  an<l  to  piomote  the  welfai'e  of  .senior  citizen.s.  All  of  thes(^  ac- 
complishments have  been  achieved  in  an  area  that  is  a  microeo.sm  of 
niral  Anierica  itself.  Eijrht  of  our  15  counties  have  a  ])opidation  of  less 
than  :2(),(H>0:  only  four  have  as  many  as  r)(),(MK)  residents.  Durin^r  the 
IDjO's,  Mr.  (Chairman,  five  of  our  10  purely  rural  counties  lost  i)oj)ula- 
tiotu'and  tlu'  ivst  barely  held  their  own.  Hut,  si<rniiicant ly,  durin<r  the 
lOGO's they  actually  <rained  1(),(M)()  m>w  residents  a  perceiitatre  increase 
of  about  S  percent.  So  we  luive  succeeded  in  reVei-sin^  an  ontmi^rration 
tivnd  tiint  <lated  back  40  yeai'S,  aiul  we  are  moviu<i:  ahead  on  the  eco- 
.uomic  front  aftei*  a  generation  of  stagnation  and  despair. 

Tliis  is  oui-  answer  to  the  claim  that  rural  America  is  as  out  of  date 
at  the  nuxlel  T  arul  the  corner  grocery  store.  Hut  the  truth  is  that  the 

•  pro<ri"ess  we  ai-e  makin<r  in  comnmnity  development,  in  job  oi)|)ortu- 
/  nities,  and  in  the  .stabiliation  of  our  rural  })0[)ulatiou  could  not  have 
v;  been  I'emotely  p()Ssii)le  without  heavy  Federal  <rrant  aiul  loan  assist- 
*     ance.  The  truth  is  that  we  .still  have  a  very  lon^  way  to  ^^o  before  oui' 

ru!*al  area.s  become  .self-suflicient.  I  am  confident  that  we  will  go  all 
the  way  if  the  the  broad  cwdits  proposed  in  Semite  bill  ±2:1^  are  in 
fact  nuule  available  to  us.  As  you  know,  rural  areas  have  always  been 
<*a.pital-<leli(Ut  aieas:  their  people  in  the  main  have  always  laek"^^the 
ecpiity  money  for  really  ade(|uate  housing  arul  for  business  oppor- 
tunities: their  fimmcial  institutions  have  always  lacked  the  resouices 
to  hel])  devejop  iiulustry  and  jobs  in  the  volume  that  is  recpiired.  For 
exam])le,  only  one  bank  in  .southeast  Mississippi  has  assents  of  as  )nucli 
as  Ji^lOO  million-  and  iu)t  even  the  (>ombined  len(rm<i:  power  of  all  the 
banks  in  tlu'  le.n<rth  ami  breadth  of  rural  Mississippi  can  match  that  of 
the  typical  metrop{)litan  hank  in  New  York  or  Ciru-a^o.  M{>reover,  the 
Vast  majority  of  our  towns  and  villa<res  lack  the  tax  base  to  finance  the 
kind  of  public  imj)rovement  pro^q-ams  that  iiulu.stry  and  individuals 
want  ami  deuuind.  So  industry  .stays  away  and  (uir  people  el.sewluue. 
Since  H)40,  Mr.  Cinurnian,  2-i  million  rui-al  Americans  have  ^^one  else- 
where: they  liave  abandoned  the  C(uintryside  ami  lied  to  the  urban 
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:iir?is  in  of.  j(>l)S  aiul  the  bettor  life.  TodjiV.  .-oine  150  niillion 

Arneric'juis.  oi^^i)  juMvont'of  tlio  ])0])iv!riti()nrii  V(v  in  the  (wty— and  they 
wre  jlimiuccl  and  rVannned  aiul  packed  itito  jui-t  a  little  niore  than  1  [kn'- 
rent  (^f  the  XationV  total  land  area.  The  wor.^t  huiy  be  yet  to  c^onie. 
The  r.S.  Hureau  ()^tlr(»  f'ensus  e'Stiniates  that  the  popnlatign  of  the 
rnit(»d  States  will  inerea.-u* ^)y  abont  KK)  million  during  ^lejif^xt 
l\0  years.       '  '  " 

Presi^Uvn*^  Nixon  lias  stated,  and  I  (juote  hin'i :  ''Where-^hvy  ^row  up, 
and  how.  wdl  ujorc  than  any  one  thiuir  nieasnre  the  onarity  of  Anieri- 
(\  n  life  in  thV  ve:;i-s  a!u'ad."'We  kiiow  without  a  doubt  that  the  cpuility 
01  .\nieri('ar  life  has  eroded  jn  din*ifeipr()poii:ion  to  the  excxhis  from 
rju'al  ;nvas.  'i'his  mi^niticiU  has  i)hirod  nitolerablo  burdeTison  the  Xew 
Vorks  and  Pluladelphians  and  de^laiwls  of  Anieriea --undin  a  *?reat^ 
many  jn-taiices  it  has  rol)l)ed  oui*  niral  areas  of  tliei'r  l)rjirlit<^t  youn^ 
men  and  .wou'eii  *  *  ,t)ie  \\o[)v  for  the  future.  Today,  rural  America 
^n*ve:nus  for  only  about  i^T  percent  of  the  national  j)Opulation — but  ut 
tlie  same  time  it  accounts  for  fuUv  To  percelit  of  tfie  Nation's j^)()(>r. 
-orne  ofOnr  rural  counties  in  AiissisH;ppi,  the  per  capita  in(*()n\<*  is 
M  ;'^trl  even  To  percent  below  the  national  ^a\  er;it!:e.  and  the  uncMiploy- 
;  .  I't  and  nhderem]yl()vmcnt^rates  aiv  the  shame  of  d  nati^li.  Li.sten  to 
whw.  M\\  J.  v.  Lyforil. writes  in  the  Airti<rbt  Cafje:  ^'Why/'  he  ai$ks, 
••'•ni^t  1.;;<j:c  c'wven*^ratit)n-'()f  uiHMuployKl  and  untrained  huinan  hein^r^^ 
(*ont*uue  hv)  pile  u])  in  unstable  cities  that  no  lomrer  have  the  jobs,  tlie 
hou^^ntr.  tl\'  education  ()()poi"tu4iities  or  any  of  the  other  (nece^siticvS) 
for  a  healtliA*.  prodnc^tive  life^  Why  do  we  treat  the  corisequenccs  and 
i::noi'e  the ^'luis<\s- of  massive  and  ])ur])()Soless  nu«»:rafi(>n  to  the  city^ 
Wliy  are  W(^  not  developinir  new  us(»s  for  those  rural  a(M*es  that  are 
rapidty  becominp^  depopulated." 

I  think  that  Senate  bill  '1^2:)  does  treat^x^the  causes  of  4he  purpos(^less 
miirration  ot  which  Mr.  Lyford  speaks.  1  think  the  bill  avouUI  ])erniit 
us  to  find  new  u-es  for  riiral  acres  that  have  been  barren  since  ihe 
^i<i:icnltui'al  revc.hitlon  wlf)ed  ont  the  small  farm  that  once  was  the 
pride  and  ^Jory  of  a  nat-f(>n.  .  . 

I'ho-^e  of  ns  who  have  spent  our  lives  in  the  countryside  are  con- 
\inccd  tfiat  industry  and  poopl^  v;ould  beat  a  steady  path  t^  rhe' 
modern  rural  connnunity,  with  its  cheap(»r  land  costs:  its  more  equita- 
ble ta.K  -trncfurc;  its  o])(  u  spaces  and  cleaner  air,  and  its  less  frantic 
pa<-e.  The  alternative  is  the  slum-ridden,  trallic-coniri^stcd  bi<r  <*it\- 
with  its  .swollen  bud^rcts  and  skyhiaii  taxe.-:  its  pollnted  air,  and 
poisoiK'd  rivers:  its  alarming'  criine  njtes  and  its  hurrie.d,  coldly  ini- 
])er<<)nal  life  style. 'A  lopoit  (>lH4«'"'iv^')n<>nii('  Development  A^^l^nis- 
tration  e-tinuited  that  Uy  lOT.")  the  major  ur!)an  centers  of  the  Nafion. 
(^\^vlu(tin^i:  tlu>se  in  California,  will  have  a  sho>ta*2:e  of  o  million  jobs 
uiile-s  the  iniirratioirfVom  rural  arcjis  is  not  only  halted  bnt  revei-sed: 
We  believe  that  this  increasin<j:ly  explosive  situation  can  be  defused, 
Am  Chainnan,  by  the  passage  of  the  Consolidated  Fann  and  Rural 
Development  Act.  The  bill  wouJd  pipvide  financial  assi^t.ance  to  in- 
dustries that  Avant  t()  locate  out  of  the  sprawlin<j:  urban  areas  of  tlu^ 
Xation.  Nothinor  could  be  more  desirable  at  this  point  aiid  thne  in  our 
history.  I  can  truthfully  say  tliat  seldom  does  a  day  pass  that  the 
Soutli'em  Mississippi^^Kconoinic  Development  District  doe«s  not  receive 
inquiries  from  businesses  that  want  to  come  to  our  area.  Far  too  often 
the  ne<*essary  financing  cannot  be  arranged.  The  EDA  program  has 
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served  us  well,  hut  its  miniunim  loan — $;550,0()() — (excludes  smaller  busi- 
nesses from  consideration.  The  SHA  pi-ograTii  is  not  as  eflfective  in  our 
area  asHt  iniorlit  be.  It  tffeually  providers  only  l)tok  guarantees.  And  as 

'  I  have  stated,  ours  is  a  ci^pital-aeficit  ai*ea  asjs  most  of  rural  America, 
'Hie  Imsiiut^s  loUu  pr()\  iston  in  Senate  bill  would  supplement  the 
two  existing  programs — EIhV-,and  SBA — aud  at  the  i^yne  time  pro- 
vide  an  entirely  new  and  ncceSary 'fuiuiing  vehicle.  Second,  the  legis- 
lation contains  fuftds  for  coiiitnynity  impi'ovcMuents,  such  as  water  and 
server  s>'steins  and  housing  developments.  One  niajor  reason  for  the 
disintegration  of  ruraUAmirica  is  that  it  has  be^n  unable  tO  provide 
modern  community  facilities. .  ^  < 

We  stijl 'have  towns  in  Mississippi  tliat  are  trying  to  compete  in  the 

^107()*s  w-ith  public  utilitie.s  that  date  back  to  the  turn  of  the  century; 
we  still  h^e  towns  in  Mi.ssi^ippi  that  do  not  have  sewer  systems  at 
all-:  we  still  have  to^l^nsln  Mississippi  whoscv  ta^^ases  are  so  low  that 
they  cannot  qualify  for  grants  and  loans  tmder  existing  Federal  pro- 
grauis.  So  we  strongly^endoi*se  the  Igan  jprovision  of  Senate  bill  2223* 
and  urge  its  approval.  I  wouM  respectfully  request  that  the  dommitteo 
consider  an  amendment  that  would  authorize  100-percent  loans  to  ^ 
conununity  that  is  unable  to  pufcliase  .stock  in  the  rnulticounty  iinance 
agencv.  Or,^  perhaps,  the  capital  "inves^©«t  (^ould  be  deferred  for  a 
period  of  3  to  5  years.  Even  the  small(m  and  poorest  conunimity  ought 

'^o  be  given  the  chance  to  foi  ge  aheady^f"it  is  willing  to  pay  the  i)rice  in 
bonded  iiidebtedness  and  higher  utility  rates.  ^ 

'Mr.  Clflirman,  rural  Ameijica  ^^"ants  to*  look  after  its  own.  We  do 
not  w  ant  to  go  on  exl)oi*tKng>5ur  pi  obletus  and  our  poor  to  other  areas 
of  the  cx)untiT.  We  do  not  want  to  becoiiie  everlastingly  dependent  on 
the  welfare  dole.  We  want  to  stand  on  our  own  two  fex't.  Mayor  IT.  H. 
trawler  of  the  small  town  of  RosedalCj  Miss.,  spokeJfor  rural  America, 
I  think,  when  he  said : 

•  We  have  rei>eAtedly  tried  to  attract  Industry^ without  Kwrews  beeauHe  our 
muniHpai  faculties  arp  Inadequate.  We  cannot  obtain  sufficient  monies  to  iniikc 
Improvement R  without  wnmojjilc*  and  Industrial  progresR.  and  we^caniiot  uuike 
economic  pri&j;ress  without  Improved  municipal  services.  Thus  we  are  hopelessly 
stalemated.  We  want  our  people,  black  and  white,  to  Rtay  In  Kose<lale.  TIiIr  Is 
their  home.  They  cannot  cope  with  bipr  city  life  and  the  hip:  cities  cannot  cope 
with  fiiem.  I  a-m  certain  that  federal  funds  spent  here  In  Rosedale  for  industrial 
ami  municipal  development,  for  raising  our  standards  of  living  will  accomplish 
much  more  than  the  tremendous  funds  that  will  be  required  to  provide  for  these 
rural  people  If  they  are  forced  to  move  to  the  city. 

Mr.  Chairman,  Oonorress  has  noi^er  shirked  its  responsibility  to  rural 
America.  We  can  all  point  with  pride  to  such  legislative  landmarks 
as  the  Rural  Electrification  Administration,  the  Tennessee  Valley 
Authority;  the  Farmei's  Home  Administration,  the  Farm  Credit  Sys- 
tem, and  so  on.  We  urge  you  to  now  take  the  next  giant  step  forward 
and  enact  into  law  the  Consolidated  Farm  and  Rural  Development 
Act.  You  will  be  glad  that  you  did. 

Thank  you.  ^      ^  ^ 

Senator  HrapiinKY.  I. notice  that  you  sav,  "The  vast  majority  of 
our  towns  and  villages  lack  the  tax  base  to  fimnce  the  kind  of  public 
improvement  programs  that  industry'  and  individuals  want  am]  de- 
mand." And  then  you  note  later  that  you  get  a  number  of  inquiries 
practically  every  week. 
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Mr.  WaliIey:  Thnt  is  ri^rht.  ,  i 

.     Senator  Humpiikey.  From  mdustriV«  that  iiv  voxwluir  in 
Mr.  Wallky.  Tlmt  is  tVue.  '  \  . 

Senator  IIvMnjuKY.  And  at  coidin^r  to  yoiir  testimony,  I  undei-stand^ 
that  tho  iiiam  thiny  thnt  you  fhid  is  the  lack"  of  adeciuaeo  credit 
resources.        .  . 

Mr,  Wallky.  Tliat  is  ri^dit.  In  otlier  Mords,  many  of  the  iinhistrics 
that  want  to  come  iii  do  not  want  to  come  into  a  conuuuiiity  tliat  does 
not  Jiave  sewer,  water,  oi-  industrial  parks  l)ut  stiJl  liave  cx^sspools  Vnd 
^nonn^/^'-^'T^f.'*''^  contmunitie«,  from  a  vilhi^rc  of  arouivd  20  on  up  fo 
oO,UO().  1  Ills  .)(K),()i)()  popuhitioii  is  attemptin^r  to  live  in  these  conununi- 
ties,  where  F  HA  does  not  ^ro  out  and  wiake  U)aius  for  sewaire  and  indus- 
trial parks.  T  hey  will  put  in  tlie  water,  hut  tliev  won  t  i)nt  in  sewairo 
ami  industrial  parks,  and  we  will  Jike  to  liaVe  sewajre  ami  numv  of 
the«e  sinall  towns  are  liavin^r  to  put  their^a^rt.  into  the  streams'and 
pollute  the  sf reams.  And  the  Federal  Government  has  said  that  thev 
^Mve  ^ot  to  stop  this  by  a  cei-tain  time,  and  we  don't  have  the  moncV 
to  (  o  It  witli.  I  lie  only  way  we  are  ^oinfr  to  he  able  to  do  it  is  throuirii 
l^ederal  dovernmeiit  coniiii<r  m  mul  suhsidi/.injr  us  in  .some  wav  KDA 
eveiKthou^rh  they  liave  (h)ne  a  ;r,vat  job  in  southea.st  Mississippi,  does' 
not  into  H  community  mdess  von.  are  crf'atin^r  jo^j^^  ^^^^^^  y^y^^ 
create  jobs  unless  you  luive  <rbt  tlie  facilities  to  do  it! 

Senator  HrMPiiKKV.  This  is  wliere  the  chicken  and  the  eirir  analo^n- 
comes  in. 

•  Mr:  Wai.lf.v.  That  is  ri^dit,  and  avc  don't  have  tlu-hen  and  we  are 
aoni<r' witliout  the  e^r^r  and  our  people  liave  to  100  or  150  miles  to 
Alabama  or  the  ^n\i'  cca.st  to  ;ret  emplovment,  and  they  can't  <ret 
•houses  d()wn  there,  and  so  they  have  to  commute  l)ackand  forth  home 
1  his  IS  the  problem  in  .southeast  ^fississippi.  And' thi.^  bill,  t^thout- 
a  lot  ol  the  re(Mi])e,  will  ^^o  far  in  alleviatin^M)ur  problems. 

If  you  notice,  iii  ths  area  we  doift  have  the  large  banks,  we  only 
have  one  bank  that  ha.s  over $l(n)  million  of  deposits. 

And  mo.st  of  the.se  coinmunites  in  onr  area  are  communities  wTnch 
bave  the  cliicken  and  eg^r  problem.  They  will  not  advance  this  monev 
that  we  have  to  have  m  KDA  to  small  brpne.s.ses  Avhere  yt)u  have  to 
^^o  out  and  ])ut  up  10  or  1.^  pc^rent  of  the.Va])ital  .stock  and  this  is  one  ' 
of  the  recommendations  that  we  have  made  for  clian^res  in  tliis  bill, 
tliat  the  .smaller  (Communities  not  be  required  to  put  tliis  10  or  lo  per- 
c4Mit  of  the  capital  .stock  np. 

Senator  1  Ii  ai i>iikkv.  I  noticed  that  you  felt  that  every-  community 
ori^ht  to  have  a  chance  to  pai-ticipate.      ^  *  •  ' 

Mr.  Wallkv.  That  is  riprlit. 

Senator  irrMriiiiKY.  And  there  might  be  a  period  of  grace,  so  to 
speak.  7  1-7 

.Air.  W  Ai.i,F,v.  Now,  the  corporatiou  could  put  it  iipxin'manv  com- 
munities, and  of  course  this  is  on  a  l)etter  basis  than  KDX  or  the  SBA 
tequire.s,  IxM'ause  they  require  local  people  to  i)iit  it  np.  And  when 
you  start  putting  $1.50,()00  or  $200,000  in  a  large  industry  over  a  period 
of  20  or  25  yea i-s,  there  is  iiobody  tliat  has  got  the  moiiey  that  wailrts 
to  put  it  in  there  and  leave  U  in  for  th^t  length  of  time,  go,  therefore, 
we  are  without  industry.      \  ' 

Senator  Humphrey.  I  think  this  point  is  one  that  is  very  valua- 
ble for  your  consideratipn,  because  many  times  we  have  people  say,  if 
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all  we  r^lly  needed  to  do  was  to  ^et  industry  into  town  fuie,  but  tli^ 
industi7  won't  conic  into  town  unless  you  nave  certain  bomniunity 
facilities. 

Mr.  TVaij.ey.  That  is  right 

Sentvtor  Hcmphrky.  Therefmij,  you  have  a  soi-t  of  in-and-out  o[)eTa- 
tion^all  the  tjnie.  When  you  are  negotiating  for  an  industiy  and  they 
arc  ready  to  ionie  in,  they  say,  Avhat  about  your  water  system,  wliat 
about  yout  streets,  what  al>out  your  street  lighting,  and  what  about  ^ 
your  sewage  system. 

And  you  stiy,  we  can't  afford  that  right  now,  and  then  they  say 
they  can't  'conre  in.  But^if  you  could  get  tlieiu  to  move  in  they  would 
broaden  your  tax  bast*  so  you  could  afford  to  make  the  jnii)rovements 
thatbotliof  you  want.  »   -  t 

Mr^^^WNg[j>KY.  This  is  wliat»vve  are  talking  about  in»this,  tlint  we 
can r  get  them  in  there  and  we  will  have  to  say  that  these  facilities  - 
are  not  available,  ^fanv  of  the  c^miniunities  pannot  buy  imp  the  land 
^  for  an  industrialj)ark  and  many  of  them  want  o,  10,  maybe  40  acres  ^ 
and  the  small  c(^imunity  is  not  finatncially  able  to  buy  that  land  \\\) 
and^say,  Ve  have  got  this  land,  it  is  noar  the  railroad  and  maii^of 
our  communities  doiTt  have  natural  gas  and  that  is  one  of  the  things — 
in  fjDA  we  are  barred  from  carrying  natural  gas  to  tlie.se  cjomm unities, 
and  t}\at  would  make  it  tragic  for  industry,  because  many  of  the  in- 
dustries haveio  have  natural  gas  for  the  processing  of  their  products. 
'  Senator  Ifi  MriiKKY.  We  will  take  note  of  youjf  testimony  where  you 
say.: 

r  woi^ld  r(y<iMM-t fully  mincst  that  the  connnittcc  (onshhT  an  amendment 
^that  would  authorize  100  i)ercont  loans  to  u  community  tliat  is  unable  to  pur- 
chase* .stock  in  t!H'  multi-county  finance  ajjcncy.  or  perhaps  the  county  invest- 
ment could (l(-fcrre(l  for  a  p^^riod  of  three  to  five  years.  Even  the  smallest  and 
poorest  community  oup:ht  to  t>e  p:iven  a  chance  to  forge  ahead  if  it  is  \filling 
to  i>ay  the  price  in  lK)nd(-d  indebtedness  and  hifjher  utility  rates. 

We,  will  take  that,  under  advisement  in  that  we^j^re  going  to  he  look- 
ing over  this  hill  again,  and  its  sj)ecific  language.  » 

I  notice  tl^e  statement  of  ^fayor  Lawler  of  Rosecrale,  Miss.  I  think 
that  it  is' an  excellent  statcjnent.  I  think  he  summarizes  so  well  what 
we  have  been  saying : 

AVe  have  repeat (Mlly  tri(Ml  to  attr«<'t  industry  witiiont  success  he<'ause  our 
niunicir»nl  facilities  are  inadequate.  Wc'^cjuinot  obtnin  sufficient  moneys  to  mnke 
improvements  without  economic  nnd  industrial  ]>roirress,  and  we  (vnniot  mnke 
ecf>nomie^  projrrms  without  improved  iiuinicipal  services. 

And  this  is  where  this  new  structure  conies  in  between,  without, 
we  think,  violating  the  purjx)^^^  of  SBA  or  KDA.  It  |)rovides  that  long 
term  credit  that  makes  possible  what  we  (^ill  an  industrial  (level o|)ment 
loan  or  a  business  loan  out  of  SB  A,  or  out  of  EDA,  because  it  provides 
the  community  with  the  kind  of  sendees  that  might  be  needed. 

Mr.  Walley.  Well,  EDA  will  not  go  below  $50,000  in  their  inchistrial 
loans. 

Senator  Ht^mpiirey.  Not  above,  you  mean  ?  1, 
Mr.  >Vat.lky.  They  will  go  $r)(V)6o  and  above.  •  ^ 

Well/SBA  many  timej  comes  in  and  says,  all  right,  we  will  issue 

to  the  bank  a  guarantee  on  00  percent  of  it,  or  maybe  80  percent  of  it. 

Well,  the  banking  institution  of  that  cmnniuhity  or  that  area  don't 

have  the  capital  that  they  could  put  into  it  and  it  is  what  is  further 

hindering  us.  .  » 


Senator  IIi  mi'iikj^y.  And  oiir  title  II  j)ro^rrftni  would  [)iwide  for 
aKsisriUK-t*  itqt  ()nly  to  coniinunities  and  niulticounty  finance  a<nMi- 
cies,  but  to  private  iudustr};,  .and  to  nonprofit  .(wporatjons, 'for*^ in- 
dustrial parks  and  for  finan<  iii^r  industrial  devel<>L)ment,  as  well  as  for 
(V)n)n]un'rty  developnient.  ' 

Mr.  AVAra^Kv.  ^Ve  have  found  in  some  instances^  and  of  course 
where  We  liavQ  the  iiulnsl'rial  park,  and  maybe  we  have  ^^otten  an 
industry  in,  aifl  that  industry  has  inov^  out,  we  are  able  to' till  tliat 
buihlin^  apain  if  we  have  tfie  building  already  situated  with  those  • 
other  facilities.  And  many  timers  we  have  bonded  ourselves — I  heard 
^mne  ^^eutlei^en  here  talking  about  the  tax  stnu  hir^and  we  do  hft>  e 
in  nio.st  of  our  counties  around.  70  mills  on  the  average,  and  we  are 
j)utting  about  M)  mills  into  educjition  and  the  tax  structure  is  on  al)Out 
50  to  00  percent  of  its  real  value.  And  in  our  community  of  Perry  th€^ 
Federal  (ioveniment,  out  of  411,000  ac^es,  owfis  ]3:>  000.  And  anotlier 
InrL^e  <*orporation  owns  all  of  the  rest  of  it,  with  the  exception,  of  a 
little.over- 100,000  acres,  is  what  is  left  for  us  to  try  to  inipiwe  and 
liel*{)^and  expand  on  these  10,000  people.  • 

Senator  IlrMPiiKEV.  Do  you  liave  any  comment  on  -tliat  which  you 
would  like  to  make?  / 

STATEMENT  OP  REX  McBANEY,  VICE  PRESIDENT,  MISSISSIPPI 
BAmi  &  TRUST  CO.,  JACKSON,  MISS.,  REPRESENTINa  THE 
SOUTHERN  MISSISSIPPI  PLANNINtt  AND  DEVELOPMENT 
DISTRICT  ^  •     '  • 

Mr.  McRAXjft.  Mr.  Chairman,  I  am  Kex,McRaney.  I  have  met  vou 
over  tlie  ducl^  situation  about  10  years  ago,  if  you  recall. 
Senator  Humphrey.  Yes,  sir. 

Mr.  McRaney.  Senator,  I  have  one  suggestion.  I  have  kiu)wii  Mr. 
Walley  a  long  time  and  I  think*  it  ties  in  with  this  bill.  I  am  with 
the  bank  now  and' we  are  a  deficit-financed  StatV'in  Mississippi  and 
we  have  to  have  outside  capital,  becatise  our  l)ank  base  and  our  l(w\il 
cai)itnl  income  is  the  lowest  in  the  Nation,  a  little  above  $1,200  |*er 
year,  and  you  can  see  what  tliat,  moneywise,  does  to  us.  And  our  })anks 
are  not  strtictured  financially  well  enough  to  assmne  a  lot  of  role.s, 
even  though  the  bijl  provides  for  it.  Hut  tli(^  one  thing  ^  observe  that 
we  are  doing  in  Mississij)pi— and  this^may  be 'done  in  otheV  'Stafe<— 
that  is  going  hurt  iis  in  the  end  is,  we  are  developing  water  systenn, 
and  because  tltere  are  only  100  or  150  people  iu  the  conmmn'ity,  we 
put  in  a  water  system  that  will  take  care  of  those  amis  and  tl\e*main 
tmnklines  are  1-  to  2-incli  tfunklines,  and  by  developing  tlie  water 
system  it  will  cut  the  price  of  a  htoie  al>out  $1,50^),  l>ecause  it  takes 
about  $1,500  to  build  a  well  if  you  chqg.it  yourself.  But  oni^e  you  <ret 
these  15  people  on  the  water  system,  we  liave  already  obligated  our- 
selves to  this  system,  and  it  is^not  capable  of  adding"^  anv  more  to  it. 
Senator. Humphrey.  Exactly.  T  am  verv  familiar  with  this,  v 
Mr.  McRankt.  So  if  th  is  can  be  done  on  a  multiple-coimtv  basis,  like 
ruraV  electrification,  I  believe  it  would  solve  many  more  of  our  prob- 
lems, if  we  coiled  put  down  the  basic  facilities,  the  trunklines  anyway. 
And  it  would-appear  that  we  could  put  the  sewer  and  w^ater  and  per- 
haps the  gas  system  all  in  one  trench,  and  if  We  could  do  that,  it 
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wolifdn't  cost  but  von-  littlo  more  in  tl^e  beginning,  be(*ause  vou^^|^bo^ 
is  in  your  trenoh,  and'  the'additionjil  (X)gt  is  in  the  siiie  of  the  pipe. 
But  it  would  sej-ve  the  needs  of  the  conimiinitv  for  a  long  time  to 
come  and  we  could  turn  thjs  outmigration  arouni  and  pet  thase  people 
to  stay  rtiere^  li^it  the  little  syst-em  that  we  are*(leveloping  is  deieatmg 
its  own  purpose.'  *  ' 

Senator  HrMPHREY.  I  have  seen  that  happen  in  a  hnmlity  that  I 
am'famHiar  with  where  8  years  ago  they  put  in  a  sewage  system,  but 
it  was  jtist  big  enough  to^andle  the  numner  of  people  already  there. 
Then  a  little  company  wants  to  come  into  tpwn,jinu  they  had  to  say, 
we  can't  handle  you.  >  \ 

Mr.  McKanky.  I  hope  you  will  give  some  consi deration  to  defervefl 
payments  on  these  hwins  for  at  least  a  perimi  of  3  years.  If  yon  can 
Jret  the  fanners  and  other  people  by.  3  years,  they,  can  make  their  own. 
That,  first  o  years  is  where  they  have  most  of  their  problems^  ar\d 
^what  wc  try  to  do  is  keep  tlie  rural  people  and  get'Otlierj^^to  eome  back 
to  rural  America  and  we  should  be  sure  that  we  will  accom])lish  that 
purpos^^*.  And  I  believe,  by  deferring  the  ])ayment3j,  giving  them  a 
grace  period  of  :\  to  5  years,  that  the  intf^nt  of  the  legislation  here  will 
he  s;<'rved,  and  it  will  .ser\  e  the  people. 

Senator  H*  MpmtKY.  You  heard  what  I  said.  We  hav(^don<»  that  in 
pdme  of  our  international  g,id  programs.  beca\i.m»  of  the  «5prious  eco.- 
nomic  underdevelopment  in  many  <;ountrie.s,  arud  the  problems  of  the 
pc^ople.  ' 

Mr.  M<  K ANKY.t^\nd.  Senator,  T  just^want  to  comment  on  the  pre- 
pared statement  of  Kobert  Frederick.  I  think  he  fiit  the  nail  on  the 
head  vvhon  he  said,  you  still  have  got  to  have  flic* initiative  of  th(»se 
lof-al  peof)le.  And  I  hope  in  creating  this  bill  von  will  realize  that 
theii^e  local  people  probably  know  their  own  conditmns  a  little  bit  more 
than  anybody  else.  And  when  the  people  of  yotir  stature  come  into  the 
rural  areas  of  America,  if  you  would  not  talk  on  the  points  like  the 
Xew  York  Times  that  yon  referred  to.  but  if  you  would  just  t(»ll  them 
,wh*at  yon  are  trying  to  do,  and  that  yon  need  their  hcli)  locally,  and 
you  want  to  give  some  time  and  support  to  it--.vve  hn\e  many  lU'ople 
that  won't  read  this  bill,  but  if  Senator  ITumphrey  would  come  to 
Pern'  County  and  kll  the  counties  around  there,  and  von  explained 
it  to  them,  it  adds  .something  to  youx  encouragc^jtent  of  the  local  peoi)le 
to  do  it. 

Senator  ITrMPiiRKY.  Right.  IVe  have  been  conducting  as  you  know. 
Bome  field  hearings.  We  have  been  in  Alabaj^a  and  in  Georgia,  and 
we  have  been  in  Soutli  Dakot^i,  Iowa,  Nebraskij^  and  in  Oklahoma. 

Our  problem  around  here  is,  everv  Senator  is  so  darned  busy  with 
varions  as.signmentK  Like  today,  I  have  two  other  committees  that 
are  holding  very  important  hearings  that  I  really  wpuld  like  to  be 
attendUjg.  but  it  is  also  very  imnortant  for  me  to  be  here  since  I  am 
chairman  of  this  .snbcommit^tee.  We  ju.st  run  a  little  .shoit  of  time.  But 
we  have  schedule.d  a  number  of  hearings  on  this  legislation,  and  on 
other  legi.slation,«before  this  subcommittee  including  a  number  of  field 
hearings.  For  example.  I  was  down  to  Memphis.  Tenn..  not  long  ago,' 
addre/wing  the  T^eague  of  Municipalities,  I  talked  to  them  about  this 
legislation  since  it  involved  local  officials.  And  T  was  with  the  a.ssess- 
ment  officers  up  in>  Boston  vesterday  morning.  We  had  about  .*>,000 
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assossinont  (>fH<'crs  who  luv  the  njoii  that  iimkc'thc  usscssmout  valua- 
tions, and  I  told  tliein  a  little  hit  about  our  i)roi)()sal,  al)()ut  our  /arm 
and  niral  dcvolopnu'Ut  <MTdit  systorji,  a^ul  \  ur^^c^d  tlicir  participation, 
ian-^od  that  thoy  study  tJiislegislation^ 

A\o  wilt  do  a  irrmt  ilval  of  fluii  I  tliiuk  you  are  ri^dit.  Xouc  of  this 
will  work  uulosivthc  hx-al  [X'oplo  watif  to  u^ako  it  work.  Thfs  is  just  a 
lu'lpin^Muiud.  ^  T 

Mr.  McKaxky.  If  tlie  lo<*aJ  hauks,  the  loadershij)  in  thel)auks,  would- 
get  behnid  this  hill  and  fooi)orate  with  it,  and  if  you  could  find^sonu' 
way  to  get  them  io  road*  it  and  see  what  von  are  really  tr/in<r  to  do,  J 
think^you  could  do  it.  '  "  V' 

Senator  Uvmvhhky.  AVe  luul  tlie  Independent  Bankers?' Association 
in  today  and  we  are  very  fortunate  in  havintr  their  cooiu'ration.  Ancl 
we  are  i^oms  to  enlist  the  support  of  tUv,  otht'r  Imnking  institutions, 
because  this  lep^islation  is  not  injurious  to  them  at  fill.  It  is  supplemental.- 

Mr.  Wallev.  Let  me  say  this.  Senator.  We« cei-tainlv  appreciate 
the.pnvile^ye  of  appeariug  here  and  otFerin^r  tliis  testimonv.  We  ap- 
preciate your  staff  sending?  this  information  on  tliis  ])ill  oiit  to  these 
planninpr  and  development  districts.  And  T  liave  sf)ent  about  ,1  weeks 
talking  to  cl|am[)er'S  of  conuuerce  and  l)anker's  and  [)ul)lic  officials,  try- 
ing to  exf)lain  what  this  legislation  would  do  for  t>iem.  And  there  is  a 
great  deal  of  interest  and  sui)port  iii  our  area  for  tliis  legislatiqn.  And 
we  are  certainly  very  grateful  to  you  for  taking  up  your  tiqie^^ 

Senator  Hi'mi'iirey.  You  know  that  voiir  two'f^enators.  Senators 
Eastland  and  Stennisv  are  cosponsors  of  this  legislation  ^ 

Mr.  WAT,r«Kr.  T  loiow  that. 

Senator  iri'MPirREY.  We  have  50  now,  so  we  are  coming  along. 
Thank  von  very  mucli,  gentlemen. 
We  w  ill  adjourn  until  Oo  clock  tomorrow  morning.  |^ 
(Whereupon,  at  12:55  p.m.,  the  Subcommittee  wSy  adjourned,  to 
reconvene^at  9  a.m,,  Thursday,  September  23,  1971.) 
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THURSDAY,  SEPTEMBER  23,  1071 
•  U.S.  Senate, 

5  tmcoMMITTEE  ONT  Rl'IL\L  DeVELOI^MENT 

OF TttP; Committee  on  Ajhiicultdre  and  Forestrt, 

y~«,._,y^  Washington^  D-C. 

The  subcommiL4^  motr-^irsiyint  to  recess,' at  i):15  a.m.,  in  room 
324  Old  Senate  Office  Building,  Hon.  Hubert  il.  Humphrey  (chairs 
mim)  presidii^^.  ^  \ 

Present :  Senator  Hunij)hrey  ( presiding) . 
Also  present:  Senator  Pearson. 

Senator  HuMPnracr.  We  will  open*the  record  and  proceed  with 
our  hearing,  hoping  that  our  coUeagnes  will  be  here  shortly. 

Onr  fii'st  witness  is  the  Honorable  Edward  T.  Breathitt.  And  he  is 
accompanied  by  tlie  HonoraWe  Norbert  T.  Ticmann.  Both  gentlemen 
Are  former  (rovernoi's  of  Kentucky  and  Nebraska,  and  oochainnen  of 
the  (^oalition  for  Rural  America. 
Will  you  proceed  \ 


STATEMENT  OF  HON.  EDWARD  T.  BREATHITT.  CHAIRMAN  OF  THE 
BOARD,  AND  HON.  NORBERT  T.  TIEMANN,  PRESIDENT,  COALI- 
TION FOR  RURAL  AMERICA        ^  \ 

Mr.  Breath riT.  Before  I  proceed  T  want  to  ex|)reHS  my  apprecia- 
tion to  you  afid  yonr  subcomuiitteo  and  the  cliairnum  of  the  Senate 
Agriculture  Committee  for  your  leadership  in  thi.s  area. 

I,  ipyself^  liave  had  some  expedience  in  problems  affecting  rural 
areas.  1  have  had  the  privilege  of  serving  as  chairman  of  two  (Jover- 
nors  conference's  conference  committees  concerning  these  problems. 
Chairman  of  the  Appalachian  Commission,  and  ("hairman  of  the 
President's  Commission 'ort  Rural  Poveity.  And  after  I  left  office 
I  headed  the  Institute  for  Rural  America. 

We  have  filed  some  very  fine  reports  pointing  out  the  problems  in 
rural  America,  the  outmigration  of  our  citizens  to*  the  city,  and  the 
need  for  balanced  .growth  in  this  country.  After  we  filed  those  re- 
"^ports.  Senator,  we  ha'^a.gptten  nice  pats  on  the  back,  some^^ood  edi- 
torials, and  nothing  else,  until  you  provided  this  leadership,  and  your 
subcommittee,  and  the  fine  leadership  also  o^Senhtor  Pearson.  I 
now  have  some  hope  that  we  are  going  to  get  same  action  on  what  I 
think  .is  ^  vital  problem,  and  one  of  tremendous  concern  to  all  of  us. 

In  our  study  we  found  rhat  50  million  people  Imd  left  rural  Amep- 
ica  for  the  major  cities,  the  largest  migratipn  of  human  beings^in  tlie 
/history  of  the  world.  And  onr  farm  population  has  dwindled 'to  tlie 
point  where  800,000  farms  produce  00  percent  of  all  of  our  food  arid 
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fiber,  and  95  porcoht  of  our  people  live  on  10  perct*nt-  of  the  IT.S^and 
area  And  14-tnill4on  people  have  been  l^t  l)ehind  in  rural  Amerioh^in 
terrible  poverty.  '  ^      ,  ,  < 

The  Pi-e.sident\s  National  Advisory  ('oniniittee  on  Kural  Povertv, 
whidi  I  chaired,  concluded  in  1967 :  ,    •  ^  * 

llirral  poverty  Is  so  widespread,  and  ro  acute  as  to  l^e  a  iiiitional  dlflj?rac«>  ami 
Its  coimeqaences  have  swept  Into  ourcltlen  violently.  The  urban  riots  during;  llMif 
had  their  n^otn  in  considerable  part  ilj  rural  poverty.  A  liigii  proportion  of  the 
people  crowded  into  city  hIuuis  today  came  thefe  from  rurtfl  hIuuih. 

And  throu^rh  a  complete  lack  of -any  govei  nmental  policy  we  have 
permitted  rural  America, to  deteriorate  like  a  rusting:  hand  plow  Ian- 
^Tuishing  in  a,fallen  down  barn,  while  the  social  and  econoiuippiob- 
lenis  once  scatteied  across  thli» thousands  of  square  miles  of  our  gieat 
land  have  become  compacted  ii)to  urban  ghetto^,  wheie  they  hav(»  be- 
come both  more  evident  and  moi-e  volatile. 

As  your  colleague,  former  Secretaiy  of  Agriculture  Orville  Fiee- 
man  gays,  tins  orocess  cou^dp't  have  occurred  in  a  moi'e  efficient  wav  if 
•  we  had  planned  it  in  our  Wional  policy  councils.     ,  - 

^  As  votf  know,  Seiiatoi-,  Govei  nor  Tiemann  aaid  I  liaVe  been  chosen  to 
lead  the  Coalition  for  Rural  America,  and'we  aie  veiy  grateful  to  vou 
for  keynoting  our  organizational  meeting. 

In  direxitin^  the  activities  of  the  coalition  >ve  will  &  guided  by  th<»se 
principles :'\\e  ai-e  strongly  in  support  of  a  structure  of  a^ricuhui-e 
that  includes  prosp^us  ilmily  farms  and  an  economically  viable  ^ 
marketing  and  proces3fng  system  based  in  rural  ai-eas. 

In  building  a  rural  America^  our  nirn  is  to  see  that  developmr^nt  is 
consistent  with  the  preservation  and  enhancement  of  a'qnalitv  euNn- 
ronment. 

.  ^^^"e  are  concerned  not  just  with  the  aggregate  development  of  the 
JHa  al  economy,. but  with  Eliminating  the  causes  and  ameliorating  the 
effects  of  i-ural  poverty,  through  sucli  measures  juv  welfare  leforin  and  ^ 

public  service  employment.   ^  "  - 

We  are  committed  to  the  principle  ofViual  concern  for,  and  enutH 
involvement  for,  all  the  people -of  rural  America  without  disbrinnna- 
tion  on  any  basis. 

Admittedly,  the>se  are  very  broad  purj5?)ses  thaliake  in«  a  lot  of 
teriitory.  But  the  need  clearly  ekists.  The  people  who  live  in  rural 
America  need  a  voice,  and  we  hope  to  give  it  to  thein.  Certainly  there 
are  a  number  of  fine  farm  organizations'now  existing,  and  we  support 
their  bt^ic  aims,  and  we  will  work  closely  with  them.  But  the  fact  is 
that  the  va^t  majority  .of  the  people  now  living  in  Countrvside, 
U.S.A.  are  not  farmers.  And  this  was  a  very  revealing  fact  to  me 
when  our  hearings  and  our  work  pointed  it  out  to  us  in  our  Rural 
Poverty  Commission.  These  people,  your  county  school  su})erin- 
tendents,  your  teachers,  your  small  town  bankers,  vaur  small  town 
hardware  dealers,  your  automobile  and  tractor  dealers,  the  people 
who  live  on  a  little  family  farm  but  can't  make  a  living,  and  are^work- 
mg  in  some  plant>--iin  some  places  in  Kentucky  they  commute  500 
miles,  also  have  a  vit^l  stake  in  an  economically  viable  rural  America. 
Interestingly,  whenevfen^'e  have  located'  a- plant  in  our  rural  areas, 
particularly  the  Appalachian  areas^of  our  State,  we  find  we  have  a 
ready  labor  supply  in  Detroit  and  Cleveland,  and  thev  come  home. 
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Since  the  depression  we  have  heard  taU:  about  rural  development 
but  something  seems  wrong.  Somehow  tnere  has  been  only  talk  and 
not  much  action.  " 

In  the  past  10  years  we  have  heard  a  lot  of  talk  about  balanced 
natiomal  growth,  a  balance  between  rural  and  urban  America.  And 
u^uln  we  have  just  hegtrd  talk.  There  are  about  iOO  Federal  assist- 
aiii  ft  programs  designed  in  whole  qr  in  part  tahelp  rural  Americrv^and 
K()iui*now  they  are  not  having  an  economic  impact  that  would  promote 
balanced  growth. ' 

Clearly  some  new  approaches  are  necessary. 

J>ome  of  our  rural  proj^rams,  especially  some  of  the  farm  programs, 
are  relics  of  an  earlier  time  when  thii\gs  were  different  than  they  are 
now.  These  programs  were  developed  without  a  realization  of  what 
•  farm  mec  hanization,  throe  wars,  and  vast  urban  industrial  expansion 
would  do.  As  a  matter  of  fact,  there  is  considerable  evidence 'that 
much  of  the  <v)iitinuing  research  and  human  development  efforts  of 
'the  Federal  Government  do  not  promote  balanced  national  growth, 
but  merely  speed  up  the  migration  process  from  rural  to  urban 
.soc^iety. 

Take  a  look  at  the  age  of  our  farm  population.  And  this  has  cx)n- 
rerned  me  in  our  study.  It  is  old.  Obviously  certain  factors  will  take 
-  Ih>!(1  to  prevent  this  trend  from  continuing.  But  at  the  present  rates 
oi  farm  family  outmigration,  ill  20  years  there  will  ba,no  one  left  in 
America  that  knows  how  to  operate  a  farm.  Now,  if  this  were  to  hap- 
pen, no  amount  of  fancy  new  machines  will  be  enough  to  restore  our 
pn)ii(l  claim  as  the  beat  fed  nation  in  the  world  at  the*  lowest  coat  ^n^ 
tiiii»s of  take  home  pay.,  '  'k  "■ 

Obviously  thefSe*  trends  won't  continue,  and  we  can't  let^^hem  con-  . 
Tmne.  Rut  who  are  our  farmers  likely  to  be  if  the^e  trends  (X)ntinu9? 
They  will  be  em^^loyees  of  large  corporations.  The  rural  land  now 
J     po[)ulated  with  family  farms — and  tliese  families  who  <consume  the 
jftymh  of  our  industry  and  make  the  countryside-^xonofnically  viable^  • 
and  are  a  base  for  the  strong  values  in  this  country  that  have  made  it 
soimd,  and  have  inadf^  it  gro^,  are  going  to  be  gone. 
^    T  have  been  tremendously  impressed  wdth  your  statements,  Senator 
Pearson's  sti^tements,  and  the  ^atement^  by  the  chairman  of  tlvs 
committee.  Senator  Talmadge.  And  I  am  grateful  for  the  hearings 
that  this  subeomraitt^  has. held  throughout  the  country,  because 
whereas  our  commission  held  hearings,  we  had  no  ability  to  implement 
our  recommendations.  And  this  committee  and  the  Congress  does  have  i 
that  ability.  And  we  as  a  coalition  intend  to  strongly  support  your 
efforts.  We  applaud  your  efforts.  And  so  we  are  here  today  to  give 
you  our  support  and  encouragement.  ^ 

Again  there  are  those  who  are  going  to  give  you  reasons  why  this 
will  not  come  to  pass,  the  predictions  that  I  have  made.  But  few  can 
content  the  fact  that  a  young  man  today  who  is  not  born  int<^  the 
ownership  of  farm  land  will  find  it  very  difficult  to  get  a  start  in 
agriculture. 

T  will  give  you  a  personal  example,  Se'nator.  When  I  left  the 
Governor's  office  and  wanted  something  to  do  I  thought  about  going  — 
back  to  my  county,  which  is  the  largest  agricultural  county  mn 
Kentucky.  My  grandfather  lived  on  a  farm,  but  we  lost  it  in  th^de-  ^ 
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prfssion.  T  decided  that  I  would  go  bark,  beoause  vou  }iav«  ^ot  to  do 
8ome<:hin^r  witl^  fomier  (iovernors.  So  I  decided  I  would  fami. 

VVheii  I  f^ot  into  tlie  (me^^tioii  of  tlie  eanital  iiivestiiieiilb  necessary 
for  nie  to  have  a  viable  farm,  it  was  just  iinpoKsible  for  nie  to  make 
that?  kind' of  investment  And  tlie  fanners' in  (liristian  (^ountv  that 
are  now  farniuifr,  tlie  youn^?  men  who  have  inlierited  tlie  farms,  have 
made  their  money  somewhere-else,  and  then  have  just  clioseij  to  invest 
m  famun^r.  I  knojv  of  almost  no  one  in  my  countV  who  has  been  able 
to  start  out,  borrow  the  inoin^y,  but  a  farm,  and  inake  it  work. 

Senator  ili  MrHKKv.  I  think  that  is  ^a  verv  tellin^r  point.  And  this 
IS  the  charrfctcristic  tlirouf^Fiout  the  country. 

One  thin^^  that  runninp:  for  office  does  for  us,  as  we  all  know'  is 
that  we  ^et  acquainted  with  the  peoi)le  we  represt^nt.  And  wlien  vou 
are  in  office  like.I  liave  been  for  a  lon^r  time  vou  tend  sometimes  toVf^t 
away  from  the  people  that  vou  represent.  J)urin^r  the  time  I  wUs 
majonty  whip  in  the  Senat^.  I  was  verv  busv,  and  during  the  time  1 
was  Vice  President  I  obviously  was  not  ^ixiufr  as  much  attention  to 
my  own  people  in  :Minnesota  as  I  would  like  to  br  as  I  should  hare 
But  when  I  p:ot  back  home,  by  the  will  of  the  electorate,  after. llHiH 
and  had  a  chance  to  travel  around  mv  State,  and  then  ran  for  office 
-ag:ain,  I  really  ^^ot  a  feel  for  what  was  froinf?  on.  And  I  have  spent 
a  lot  of  time  in  Minnesota.  And  I  now  continue  to  po  home  verv 
^e^1:lllar1y.  And  Und  what  you  are  saying?  as  absolutely  true.  Pdon^t 
hardly  recall— -and  I  frot  around  a  frmxt  deal— wlien  Tve  known  of  a 
youn^r  pc^rson  who  has  stai-ted  a  farm  on  his  own.  Tliey  either  inherit' 
it  Irom  their  family,  i)r  tliey  are  tJie  son  of  a  doctor  who  made  if,  or 
the  son  of  a  cori)onite  (executive  who  made  if,  or  a  successful  Inisiness- 
man.  or  they  married  the  dau^rf^ter  of  a  farmer  that  had  loo  or  (100 
acres,  whudi  is  a  ^rood  farm,  anxl  that  is  the  way  thev  wt  started  in 
tarmm^.  '  '  * 

.  Vou  talk  about  iiHkq)en(ient  l)usin(\ss.  This  is  tluvmost  independent 
of  all  businesse^v^Aiid  tliere  just.aren^  any'iK^ople  ^o\n^  \n\vk  into  it! 

We  suAV  this  n^v  factor  pr()l)lem  in  one'of  tlif  couiUicm  we  recently 
vu>ited,,  eithei'  Okb/houui  or  Xel)raska,  where  the  avera^^e  a^e  was 
about  5.')  or  .V;.  i  . 

iKM.WN.  Ked  A\'illo\v  (\)unty,  AfcCook,  ym\  wei'e  visitin*''. 

Senator  llrMennKr. t^'es.  And  of  course  that  is  quite  static.^ 

In  my  own  county.  Wri^dit  (  ounty,  there  are  verv  few  youn^ 
farmers.  Tliere  is  bea^itiful  land  there,  it  is  rich,  ))lnclv  earth;  Aiid  it  is 
^'ood  dairy  country  as  well.  Hut  it  costs  a  lot  of  moiu'v  to  start  a  dairy 
farm^  ^'ou  have  ^r()t  to  l)e(iuite  well  oir. 

(to  ahead.  Excuse  me. 

Mr.  HitKATUrrr.  (Jo  ri<rht  on.  Senator.  I  like  what  you 'are  sayin^^. 

Senntor  Ui  MriiUKV.  \ou  know,  it  saddens  me.  Aiid  I  nuist  sav.^tlie 
last  few  days  as  we  have  l)een  holdiujLT  these  hearin<rs.  and  as  I  travel 
around.  I  have  a  very  peculiar  reartion.  I  am  <juite  an^n'v.  I  am  an^n-v, 
for  exanii)le,  that  we  can  hav  e^i  hearin<r  a  rouiui  Ikm'c  about  some  prof)- 
lem  that  relates  to  tlie  !'<-fu^ro<vs  from  Pakistan,  and^tlie  place  will 
packed,  every  m*wspaper  nian  will1)e  in  here,  and  the  cameras  will  be 
on.  And  while  I  am  int^^rcstcd  in  refu^^ees  in  Pakistan,  I  M  ant  to  tell 
you  something,  we  have  got  s6mv  refugees  in  the  Tnited  States,  but 
the  press  are  justphiin  not  interested.  We  finallv  got  one  nuin  to  eom(» 
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in  here.  I  am^riot  picking  on  any  one  man,  but  I  cannot  get  any  na- 
tional interest.  I  am  planning  on  some  way,  somehow,  calling  together 
J  the  farm  leaders.  I  don't  know  whether  we  will  have  to  picket  the 
newspaper  olfices  or  what  we  are  going  to  do,  bnt  there  has  got  to  be 
'  something  done  to  get  some  interest  in  what  this  country  is  all  about. 
Now,  the  price  of  com  went  down  2  more  dents  yestefday  in  the 
Midwest. 

Governor,  look  what  happens  when  the  stock  market  drops  a  few 
points,  %'hey  have  a  headline  as  bi^  as 'if  it  were  ar  declaration  of  war, 
'^Market  Drojjs  Five  Points,"  or  two  points.  Com  prices  have  gone 
down  from  almost  $1.40  down  to  96  cents.  Xhat  is  bankriiptcy.  And  I 

\will  bet  my  life  right  now,  and  give  up  mv  whole  career  and  all  my 
savings,  if  yon  can  find  ope  line  in*  any  of  these  eastem  newspapers 
about  it.  They  just  ^lon't  undei^stand  jt,  and  jthey  can't  spell  farmer, 
f-a-r-m-e-r.  l  ' 

1  am  going  to'he  on  TV  Sunday,  and  if  I  rai\  just  get  ^'omelxvly  to 
i\<k  me  a  (juestion,  1  ani  going  to  explode,  and-yvery  damned  tul^e  iii 
tluM'oiintry  will  go  on.  , 

Vou  ran't  do  anything.  Ypu  get  some  hanker  that  losi^^^  h\u'ks,  and 
they  have  it  on  tiu»  front  page.  Or  if  the  automobile  ])ri(es  drop- 
that  would  he  news  which  I  would  ho  for.  Or  if  the  (iiant  Food  .^ore 
has  a  drop  in  profits  by  1  percent  it  is  all  over  the  Washington  Post.^ 
Hut  we  can  have  a  drop  in  cattle  aiid  hogs  aud  poultry  and  nobody' 
seeujs  t|)  care.  My  (uh\,  take  the  farmers  who  are  prochiciug  oats,  they 
woidd  luive  \nW\  better  off  if  they  hud  never  planted  tluMU. 

I  had  i)etter  not  say  any  more^or  I  will  get  in  trouble.  Hut  I  kiiow 
what  I  am  thiiiking.  Lsmi  glad  lioniebody  can't  rea(l  by  mind, 
.iftr.  'Wkmann.  Vou  woti't  gel  in  trouble  iu  talking  to  us. 
.Mr.  HiiKATurrr.  Vou  sound  like  the  lady  that  was  in  the  barher-hoj) 
with  a  little  l)oy  wheii  I  was  iu  there.  And  she  said,     ioA-ernor  Hiea-. 
thitt,  I  am  «dad  to  see  you  (h)in?r  something  that  jnnouuts  to  souu*- 
thiu<r.  Hut  tnere  is  one  tiling  about  it,  you  are  not  doiiur  nuu'li  good^ 
because  o\ir  corn  price  hasn*t  goiu' up  any. '\  •  • 

Senator  III  MPintFY.  (io  ahead. 
-   Mr.  HiiKATiirrr.  For  the.  very  reasons  alone  that  you  have  pointed 
(H^t^-I  think  it  is  impei-ative  tliat  the  (\»ngress  a(loi)t  (he  fanu  credit 
legislation  which  has  been  introduced  by  .Seuator  Herman  E.  Tal- 
\  nuuige,  the  chairman  of  the  Semite  Agricjdtun*  (*omunttee.  Ami  1 
\ioi)e  it  will  be  adopted  without  fuither  dilution.       -  ^ 

Von  nught  ask,  if  |m»sent  Fed(U*al  programs  and  ])olicies  an»  not 
working,  tlu»n  what  should  be  done  ^ 

Again  I  say,  vou^nuist  sto[)  talking  about  Nthat  mitiomil  l)alanced 
growth  and  liegin  to  do  something  with  it,  aiul  take  a  look  at  v  luit 
has  been  done  in  the  past  to  stinuilate  economic^  deyelopnumt  in  rui-al 
/  areas,  such  as  water \Vay  development,  or  reclamatiou  projcM'ts.  Tlu\v 
worked.  .Vnd  they  stimulated  <lev(dopmen|  where, there  was  none  be- 
fore. And  tliey  wei-e  anumg  the  few  federavion  actions  ])laiuu»d  and  ex- 
e<Mited  on  the  basis  of  cost-benefit  ratio.  4^ 

The  FedcM'al  /iovei'innent  is  a  large  enii)lov(M-  of  lunulreds  of  thou- 
*  .sands  of  people,  who  take  home  hundreds  of  thou.sands.of  paychecks. 
But  where  are  our  Federal  facilities  located  ^  At  one  time  they  were 
in  the  central  cities,  and  in  Washington.  But  now  the  Government 
'  doesn't  even  have  the  courage  to  loa^  e  it;s*jobs  in  the  central  cities.  It 
IS  moving  them  out  to  the  suburbs,  following  the  trend  of  private 
business. 
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r  ;ht!?fr''"^^'T  '^ l^epartmeiit  of  Agriculture  located?  Is Jt  in 
« iitrai  ai^ea  f    /  ^        <  .  ^ 

ft^5°^.  long  hasjt  been  since  the.Assistaiit  Secretary  for  Rural  Devel- 
opment spejit  a  f)rotracted  period  of  tinie  in  the  portion  of  the  Nation 
ne  seeks  to  improve  ?  ■      ^  - 

Is  the  Bureau  of  Indian  Affairs  located  where  the  Indians  are  ?  ' 
is  the  femall  Community  Section  of  the  Department  of  Housing  and 
I  rban  D«velonmeht  located  anywhere  near  a^afl  community  that  is 
notdiiectly-aflectedbysomeof  theprofits?  .  .         ^  <^ 

0  •  i^ven  thefregiolml  offices' of  the  apartments  which  are  totally  con- 
cerned with  rura  development  avrf.srtack  dab  in  the  middle  of  hun^ 
behind'  '^'""^'"''^  °^  P^°P^«        ^^'^^  forgotten  the  rural  people' left 

Obviously  much  c'an  b^  done  to  fetimulate'economic  development  in 
,     existing  rural  growth  centoi-s  if  the  Govcrnmerit  would  adjust  its  policy 
of  locating  Federal  facilities,  so  that  they  ar^e  closer  to  the  people  they 
servo.  ■    ^  -  L    f  J 

■  Xow,  title  IX  of  last  year's  farm  bill  I  thTnk  is  an  excellent  beffin- 
nin^  m  this  re^rard.  But  it  must  be  implemented*  » 
Kac^  year  the  Goveinment  spends  millions  and  millioiis  of  dollars 
^    -tor  many  kinds  of  research  and  development.  But  where  does  the'monev^ 
go  ^  It  goes  to^e  Ilarvards  and  the  MIT's  and  the  Berkeleys.  And  it 
might  be  argueU— and  I  heard  this  argument  as  Governor  when  we 
wore  trying  to  get^some  money  for  research  and  development-^hey 
said,  yes,  but  thbse  institutions  are  producing  our  Nobel  Prize  winners 
^     Senator,  I  simoly  ask  if  thfe  N^bel  frize*  winners  aren't  there  bocause 
,  theFederalR/&D.  money  is  there.  ^  ^ 

Senator  HuM?.HREr.  That  is  exactly  what  happened.  We  conducted  ' 
:      hearmgs  m.  the  Government  Operation^  Committee  with  Senator 
Lausdhe,  the  former  Senator  frdm  Ohio,  and  myself.  And  we  traced 
•    the  u^e  of. the  J^ederal  dollar;  we  tracked  it  right  down!  Anfl  what  hap- 
penfedl  If^you  put  up  enough  money  for  &  Iplace;  then  you  start  to 
'    Ki^i  the  most  impressive,  the  most  capable,  tajented,  gifted  people. 
.     Aiul  then  the-argumont  comes,  look,  we  have  the  best  scientists,  we  have 
^    the  ^obel  Prize  winner..  Therefore  you  must, give  us  the  money.  So 
^on  you  give  some  more  money.  And  then  they  get  anothe/ Nobel 
Prize  winner.  That  is  exactly  what  happened.  And  the  classic  example 
o±  this  IS  in' Berkeley,  ri:nd  in  Cal  Tech,  where  the  Federal  Govern- 
'    ;^T^ent— MIT,  IS  another  one— where  the  Federal  Government  poured 
in  huge  amounts  of  res^rch  money.  And  the  talent  follows  the  money. 
I  have  oftpn  said,  if  you  take  enough  money  and  put  it  out  to  the 
University  of  South  Dakota  at  Vermillion— going  back  to  my  nativli 
btato— if  you-give  them  enough  inoney  out  there,  or  at  the  State  Uni- 
^  versity  at  Brookmg,  S.D-,  where  they  have  got  a  good  engineering 
srliool  and  a  good  pharmacy  school,  they  will  get  Nobel  Prize  winners, 
thoy  will  come  there  to  do  that  r^earch,  no  doubt  about^it.  And  I  want 
to  say  that  we  didn't  make  much  progress,  but  we  got  out  a  good  report. 
We  had  the  evidence.  We  convicted  them,  but  we  couldn't  hang  them. 
(to  ahead. 

Mr.'  Bpeatiittt.  Senator,  I  think  if  we  can  try  some  of  that  monev  at 
the  University  of  South  Dakota,  or  Minnesota,  or  Nebraska,  or  Ken- 
tT»cky,  we  will  certainly  attract  them. 
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^  -tVnd  we  have  seen  that  liappen.  The  Council  of  State  Governments 
IS  now  at  Lexin^on,  Ky.  And  the  very  bright  p^ple  working  witli 
tbejn  and  working  with  the  States  and  the  Governors  are  there, 
whereas  they  used  to  be  at  the  'Umversity  of  Chicago. 
-  The  Federal  Government  is  c€Jrtainly  one  of  our  great  consumei-s 
)>!  goods.  And  they  Tiave  a  tremendous  number  of  employees. 

And  I  think  if  Federal  resources  can  bring  talent  into  local  cojn- 
'  munities  and  into  our  rural  States^  it  will     tremendously  important. 

I  will  give^ou  an  example.  We  developed  a  community  college  pro- 
grai;i  in^our  State  and  in  our  economic  development  district.  We  di- 
vided the  State  into  15  districts.  When  I  became  (iovernor  there  wore 
27  different  types  of  area  dev^opment  organi^^itiolis.  The  county 
itfdge  or  the  local  community  leaders  didiVt  know  \thich  meeting 
they  were  attending.  Anji  as  a  result,  we  have  organized  1^  districts, 
we  have  a  roinniunity  college  located  in  each  district,  or  jn  the  process 
of  being  located  there;  as  a  center  for.tt^ent  and  leadei-sliip.  And  there 
is  money  beijig  spent  there.  And  they  are  having  young  people  corae 
m  for  youth  orchestras  in  the  summer,  and  they  hdve  art  programs 
and  cultural  enrichment  programs,  and  their  lives  are  being  broadened. 
If  the  Federal  (lovernnient  would  do  what  wfe  are  doing,  and  I  know 
the  other  States -are  doing,  with  this  sort  of  investment,  instead  of 
spending  it  at  the  main  university  in  Lexington,  it  would  provide  a 
^  center  of  talent  and  development  and  leadership  that  would  serve  for 
the  devdopinent  of  all  these  areas.  Just  the  same  as  when  we  have 
an  industnal  park — and  these  commnnitv  colleges  help  us  in  develop- 
mg  our  industrial  parks.  It  also  makes  it  more  attractive  for  an  in- 
dustry to  locate  there,  when  you  have  a  comi^iunity  college  that  has 
these  advantages.  Tlie  sam6  reasoning  I  think  can  be  applied  to  the 
expenditure  of  Federal  moneys. 

I  think  the  President's  call  for  an  investment  tax  credit  will  do  much 
to  stimulate  economic  development  in  rural  areas.  But  it  is  also  going 
to  take  healthy  doses  of  Govermnent-backed  finance  and  credit  to 
permit  low  collateial  entrepreneurs  to  into  thp^u  tion  and  keep 
Main  Street  T^S.A.  a  busy  place.  » 

In  some  communities  there  i^leadership  deeded  to  make  surpUif( 
development  funds  available  to  tlW  who  ^^'m^^d  want  to  take  a  chance 
on  the  development  of  rural  America.  In  too  many  others  there  are 
just  no  .surplus  funds  available  even  for  those. town's  which  would  ex- 
tend themselvf s  to  the  utmost  fo  ^renerate  i^ron  th. 

,  CJ^ur  Federal  assistance  programs  are  fine.  Hut  what  is  needed  in 
the  countryside  is  money,  investment  monev  that  can  go  directly  to 
work.  Manpower  programs  and  other  similar  forms  of  Federal  assist- 
ance can  only  supplement  this  basic  need. 

I  remember  when  I  was  Governor,  we  had  a  great  program  to  ex- 
pand our  vocational  schools.  And  we  put  them  all  over  eastern  Ken- 
-  tucky.  And  by  George,  all  we  were  doing  were  training  people  to  move 
to  Cleveland  or  Chicago  and  Detroit.  We  were  helping  their  labor 
supply.  Hut  we  found  out  that  before  we  put  oui;  vocational  programs 
in,  or  at  least  at  the  tin^e  we  did,  we  had-to  have  a  program  to  furnish 
jobs  and  efconomic  opportunities.  And  we  had  to  have  investment  capi- 
tal. And  we  got  hung  up  time  and  again.  Senator,  on  just  the  very 
thing  that  you  have  recognized.  And  that  is  the  need  for  adequate 
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^  investmeut^pital  in  rural  Kentuckj^.  And  I  Tan  speak  ftom  knowl- 
edge in  Kj^ucky.  And  tKei-e  is  no  point  in  moving  until  we  have  that 
fiihdanirfiital  prol)lem  solved. 

And  for  these  reasons  the  Coalition  for  Rural  America  will  support 
riieasui-es  like  these  we  discussed  liere  todi\y  to  improve  the  aA^ailabiHty  * 
of  credit  and  financing  in  rural  areas  for  nonagricultural  enterprises, 
public  facilities,  and  housing,  as  wellias  agriculture.  The  need  is  there. 
It  is  not  being  met.  \  I 

All  of  us  from  rural  AmeV^'a,  or  u^o  are  vitally  .concerned  about 
rural  Ameriai,  owe  a  tremendous  d?pr*(rSgratitude  to  you  and  to 
Senator  Peai-son,  to  tins  subcommittee  and  tlW  Senate  Committee  on 
Agriculture  and  Forestry.  .  \ 

I  think  the  future  of  this  country  depends  oA  the  solution  to  thei^e* 
problems.  And  thank  goodness  there  are  someWople  who  are  in  a. 
position  to  ax't  that'are  acting.  \  « 

^oing  to  have  our  total  suj/[K)rti  And  my  colleague, 
/  Governor  Tienuuin,  and  I  are  here.  And  we  will  be  here  whenever  we 
\,,can  be  of  any  assistance. 

Senator  IIrMraiU::v.  Thank  you  very  much. 

By  the  way^  yoti  mentioned  tlie  Institute  for  Rural  America,  Gov-, 
ernor  Breathitt. 

Mr.  l^RKATiim  .  Yes.  ' 
Senator  Hi'mpjiukv.  Do  we  have  Mje  repoi-t  from  the  Institute  of 
Rural  America  ?  I  wouldlike  to  get  it. 
Mr.  BREAniiri .  All  right,  sir. 

Senator  IlrMTiiuEY.  And  then  there  were  a  couple  of  reports  you 
mentioned  from  the  Governors  confei^ence.  I  guess  you  headed  sub- 
committees of  the  (xovemoi^s  conference. 

Mr.  BREATJirrr.  Yes.  One  was  on  natural  resources.  And  we  got  into 
many  of  the^e  problems.'  Tlie  other  was  on  interstate  and  regional 
development.  But  the  two  connnittees  also  got  into  the  total  problems 
of  rural  development. 

Senator  Humphuey.  I  just  want  the  record  to  note  my  interest  in 
these.  "VVe  should  get  tliem  for  the  purposes  of  our  total  record. 

The  other  thing  I  wanted^to  mention  is,  when  we  -starteid  out  this 
subcommittee,  I  asked  ofir  staff  to  get  a  copy  of  tlie  report  on  rural 
po^iiiy,  and  to  make  a  study  of  it,  a  stalf  study,  and  to  .see  to  what 
extent  the  recommendations  of  the  Iftfi?  Rural  Poverty  (^Humission 
hav^  or  should  I  say,  have  not  been  implemented.  And  we  are  going 
to  hm  e  that  report  and  make  it  available. 

It  was  always  my  judgment  that  when  the  President  ap[)ointed  one 
of  these  conimissions  tJiat  tlie  Congress  should  simultaneously  appoint 
a  joint  committee  to  follow  what  happens  to  those  recommendations — 
soi-t  of  an  oversight  committee  or  monitoring  group.  The  President 
gets  a  commission's  report  on  violence,  or  upon  rural  povertj,  or  auto- 
mation, or  w^hatever  it  would  be,  like  the  Kerner  Commission  report, 
and  all  that  often  happensjs  that  there  is  merely  an  in-house  look  at 
it.by  the  executive  branch.  I  served  a  Vice  President  during  the  time 
when  a  number  of  these  reports  were  being  completed.  But  there  was 
never  anything  organized  in  the  Congress  to  really  follow  up  to  see 
how  well  these  recommendations  were  being  implemented,  or  to  put 
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it  another  i^ay,  ta  see  whether  .or  not  those  recommendations  and  ob- 
$eiwations  could  Be  substantiated  in  terriis  of  the  congressional  at- 
timide,  congressiouiil  research,  and  whether  or  not  tliose  recommenda- 
tions were  being  implemented  administratively,  and  what  laws  weie 
needed  to  be  changea  or  enacted  to  implement  them  legislatively.  We 
hjtve  neverfflone  ^hat.  And  I  still  feel  that  this  is  important.  I  am 
going  to  try  to  get  bpmething  done  abo«t  it  around  here  because  we 
nave  had  all  these  many  commission  reports,  and  they  have  just  been 
filed  away.  Jit  the  ones  we  have  had  on  law  enforcement^  and 

crime.  Ther^^pBdozens  of  them.  Of  course  the  Judiciary  Committee 
takes  a  look  aftSem  once  in  a  while,  but  there  is  never  any, total  follow- 
through.  And  our  committees  of  Congress  are  not  structured  in  a  .way 
that  vou  can  really  take  a  report  and  put  it  in  just  one  committee.  You 
can'fFput  it  in  the  Banking  and  Currency  Committee  just  because 
your  report  on  rural  poverty  deals  somewhat  with  housing.  It  also 
deals,  with  education,  health,  and  it  deals  with  jobs^>t  our  congres- 
sional process  remains  splintered.  What  you  need  is^joiiit  committee 
'  which  does  not  necessarily  have  to  have  legislative  authority,  but  au- 
thority toxoid  hearings  and  to  back  up  those  recWimendations  iind 
to  try  to  get  action  at  the  congressional  and  ^eentive  level.  We  are 
going  to  do  something  about  that.  I  want  you  to  know^that  this  studj 
is  being  reviewed  very  carefully,  and  we  are  going^o  make  an  analysis 
to  see  what  has  been  done. 

Governor  Tiemann.  ,  ' 

Mr.  TiFMAXx.  Thank  you  Mr.  Chairman,  and  Senator  Pearson. 

I  couldn't  help  but  reflect  on  the  comments  you  were  making.  Senator 
Humphrey,  with  regard  to  an  iin])lementation  committee  to  follow  up 
the  commission's  report.  I  giiess  maybe  you  could  call  the  coalition  that 
we  represent,  ^^ed,  that  type  of  organization.  ^ 

Senator  Hu^v^PimET.  That  is  what  we  hope  it  is  going  to  be. 

Mr:  TiEMANx.  For  nind  developiiieilt. 

The  procedure  we  followed  during  n\y  term  in  office,  ^fter  we  re- 
'  ceived  a  commission  report,  would' be  to  ask  the  legislative  branch  to 
send  over  a  couple  of  people,  somebody  from  Ihe  executive  branch,  and 
they  then  would  develop  immediate  legislative  recommendations  based 
on  that  commission  report,  and  then  I  would,  as  Governor,  intix)duce 
those  measures,  so  that  you  didn't  have  a  report  gathering  dust. 

We  will  most  certainly,  as  a  coalition  push  for  the  implementation 
of  everything  that  we  can  and  suppoil:  those  things  that  we  f^el  are  to 
the  best  interest  of  the  development  of  the  rural  America.  And  most 
certainly  what  Governor  Breathitt  vhas  called  for  Nye  do. support. 

Since  the  ^depression,  our  Federal  Establishment  has  been  a  go\'ern- 
ment  which  largely  puts  its  money  and  efforf  where  the  needs  are. 
Today,  the  needs  are  in  the  core  cities  and  in  the  rural  countryside^. 

Tlxese  are  the  areas  of  our  social  and  economic  structure  where  the 
so-called  "good  life"  has  not  yet  been  adequately  infused.  I  would  hope 
fervently  that  those  who  have  acquired  the  new  political  power  rend- 
ered to  them  in  State  legislatures  and  in  the  Congress  by  the  ^one-man- 
one- vote  decision  would  not  forget  that  their  legislative  responsibili- 
ties are  broader  than  their  own  immediate  constituencies. 

I  would  hope,  for  instance,  that  our  new  organization  could  criticize 
the  U.S.  Department  of  Agriculture  or  anv  other  agency  without  fear 
that  the  department  might  be  censured,  i  would  hope  that  we  could 
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nuestion  Federal  assistance  Programs  for  rural  pex)ple  with  confidence 
that  these  projprams  would  De  changed  for  tlie  better,  rather  than  be 
abolished. 

As  the  State  and  Federal  legislative  bodies  continue  to  move  from 
their  rural  to  their  suburban  orientation  because  of  the  migration  of  30 
nulhon  people  out  of  rural  America,  I  hope  that  there  will  be  a  con- 
tinued spirit  of  cooperation  in  forwarding  tlie  progi-ess  of  our  Na- 
tion. There  is  still  far  too  much  to  be  done.  National  greatness  cannot 
be  derived  from  oettinesa 
At  this  point  I  would  like  to  expand  on  what  G^ernor  Breathitt 
'  had  to  say  about  the  Federal  influence  in  rural  America, 

Vou  will  notice  that  the  coalitioii  s  iininediate  legislative  objectives 
are  based  on  the  direct  infusion  of  dolhlvs  into  the  rural  economic 
system— the  investment  or  job  tax  credit,  rural  credit,  and  the  regional 
approach  toward  public  works  assistance. 

Our  reasoning  is  simple  enough.  Our  organ'ization  includes  a  num- 
ber ()f  former  governors  on  its  Ivoard.  Through  sometimes  brutal  ex- 
perience, they  have  learned  what  works  to  stimulate  economic  dcvelop- 
mefft.  * 
•  Tiie  indications  are  that  the  older  approaches  may  be  the  \^st  ones. 
Before  much  work  had  been  completed  on  the  Arkansas  River  Wa- 
ter\yay  project.  Life  magazine  criticized  it  as  a  $2  billion  '*poKk  barreF' 
project.  Tlie  Tenncs.^ee- i;ombigbee  nroject  go^imiiar  criticism. 

But  these  projects  were  built  on  the  basis  of  a  cost^benefit  survey  i>v 
tlie  Army  Engineei-s ;  that  ij<,  efforts  were  made  to  determine  how  much 
economic  development  J liese  prograjiis  would  stimulate  before  tiicy 
were  beguij.    '  *  <^ 

It  \youl(f  appear  that  many  oFthe  200  Federal  assis'tance  programs 
established^  all  or  in  oart  for  rural  people,  were  establiahed  (m  (lie 
basis  of  guesstimatei^  that  this  or  that  program  might  be  a  govd  idea, 
w  itii  no  f)lanning  beforehand  to  determine  whether  tliey  would  ac- 
complish anything  worthwhile.  * 

Tlie  basi^  for  tfis  criticism  comes  from  a  report done  for  the  Eco- 
noinic^  Development  Administration  by  the  ("enter  for  Political  Ke- 
search.  This  two-voluine  report  has  not  hml  much  circulation,  and 
tliat  is  a  shame,  because  it  is  the  first  attempt  that  I  know  of  to  deter- 
mine which  Federal  prograjiis  truly  influence  rural  economic  develop- 
ment, and  which  ones  do  not.  1 
Senator  Ih  MiMfREV.  What  is  tlie  nanieof  tliat  leporH 
Mr.  TiKMANX.  It  is  a  two-volume  remrt  that  was  doT)e  for  the 
Economic  Devetpjmient  Administration  oy  the  Center  for  Political 
Keeearcli.  And  we  can  furnish  this  to  you,  Senator  Humphrey. 

Semitoi-  lIi  MFiiREV.  1  just  w'ant  to  make  note  of  that,  I  would  like 
to  have  somebody  get  it  for  us. 
Go  ahead. 

Mr.  TiKM.yxx.  The  report  states  that  even  with  substantial  modifica- 
tions of  priorities,  funding  levels  and  administrative  processes,  the 
capabilities  of  most  Federal  assistance  programs  to  alter — and  par- 
ticularly reverse— geographic  patterns  of  economic  development  is 
extremely  limited. 

The  report  concludes  that  broad  economic  forces  in  the  private  sec- 
tor are  tlie  major  detferminants^of  economic  trends  ^nd  decisions,  and 
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that,  many  pioffranus  are  not  (iesi^nedj  administored  or  funded  to  . 
achieve  a  significant  impact  on  economic  development. 

This,  I  think,  is  why  there  is  su^a  clamor^oday  to  get  the  (iov- 
ernment  down  to  the  local  level  whe^e  the  most  important  decisions 
liave  to  be  made  about  local  destiny. 

President  Nixon'»efforts  to  f^t  the  bureaucracy  out  of  Washinptoii 
to  whei'e  the  i)roblems  are  is  an  imjwrtant  beginning,  but  it  is  only  a 
beginnintr.  The  question  is,  will  it  work  ^  The  last  tliree  Presidents 
had  similar  ambitions,  and  found  that  the  bureaucracy  had  in  manv 
/  wAys  become  stronger  than  the  Presidency. 

We  believe  that  aid  to  bijisiness  investment — including  loan  guaran- 
*tees,  subsidized  plant  and  equipment,  and  subsidized  loans— lias  the 
greatest  and  most  immediate  effect  of  stimulating  economic  develop- 
ment. 

Aid  to  public  facilities  and  other  infrastructure — chiefly  dim-t 
grants  and  subsidised  loans — is  important  in  removing  harriers  to 
further  economic'  development,  but  as  the  EDA  report  concludes,  docs 
not  appear  to  stimulate  the  process  initially. 

This  is  not  to  say  that  the  200  Federal  assistance  programs  arc 
worthless.  That  determination,  if  it  comes,  will  remiire  turtlicr  study. 
But  we  do  say  that  the  first  steps  in  rural  economic  development  aiid 
nationfiLgrowth  determination  must  be  aimed  directly  at  the  private 
sector  where  the  bulk  of  new  development  will  come  from. 

The  report  makes  some  very  sad  predictions  about  tlie  present  and 
continuing  course  of  national  development. 

It  says:  *  ' 

The  employment  trends  of  metropolitan  areas  wlU  reHiilt  In  higher  unemploy- 
ment rates  among  non-whites  anjl^unsklUeU  workers;  the  demographic  pattern 
of  (metropolitan  areas),  continuing  past  trends,  will  concentrate  these  iilri)ij(  t.<t 
within  central  cities.  Bubstantlaf  sub-employment  will  be  an  additional  dlnien< 
sion  to  this  central  city  problem.  In  sum,  the  Imbalance  between  job  opportuni- 
ties in  the  metropolitan  area  and  the  emph)yablUty  of  central  city  residents  will 
worsen. 

Non-metropolitan  areas  wUI  feel  the  impact  of  agricultural  tl»chnology  as  in 
theT^st,  but  even  for  those  persons  who  are  employed,  the  loni-term  trei^dn  of 
small  town  decline  will  continue.  Only  in  industriaJIzed  states  cifti  It  be  assiinu'd 
that  growth  centers  will  be  viable.  The  very  high^  incidence  of  poverty  In  non- 
metropolitan  areas  is  not  reversible,  in  the  abftence  of  substatniai  putiMo  and* 
private  investment.  The  trend  Is  against  such  investments  by  business  and  non-  . 
federal  governments,         ^  "  ^ 

That  is  a  bleak  and  brutal  conclusion.  But  it  imnlies  thiit  hea  vy,  di- 
rc<*t  investment  by  business  and  ffovemments  could  chanofe  all  that. 

The;e  docs  appc^ar  to  be  some  hope,  but  then  you  get  into  the  assess- 
ment of  the  executive  departments^  view  of  their  role  in  the  business 
of  influencing^  national  growth,  and  the  overall  picture  once  again  be- 
comes bleak. 

The  Department  of  Housing  and  Urban  Development  regards  its 
programs  as  supportive  of  econornic  development,  but  the  Department 
does  not  seek  a  role  in^trategV^ibporting  relatively  few  growth  cen- 
ters, because  it  would  limit  tM  brcjad  base  of  political  support  souglit 
iov  department  programs.  / 

The  Department  of  Transportation  believes  it  is  providing  the  in- 
frastructure which  is  a  necessaryVondition  for  continuing  economic 
growth.  They  assume  that  highway,  mass  transit,  and  airport  pro- 
grams are  directed  toward  development^ objectives,  but  they  perceive 
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.  their  programs  in  terms  of  improved  (economic  efficiency  rather  than 
.  us  developing  broad  economic;  trends.  In  other  words,  they  believe  that 
roads  don't  create  development,  but  only  support  it. 

.Although  tJie  Department  of  Commerce  lias  a  good  grasp  of  its  po- 
tential role  in  economic  .development,  and  tlie  growth  center  ^^oiicept, 
it  has  littUi  money  or  other  assets  to  concentrate  in  these  areas. 

For  instance,  no  one  knows  if  the  title  V  (Commissions  could  be 
worthwhile  because  they  were  never  funded  at  levels  that  would  allow 
them  to  do  anything  significant. 

They  know  what  s  going  on  at  the  Department  of  Agriculture,  and 
there  are  some  exceUent  perceptions  within  that  bureaucracy  of  what 
nnist  be  done  to  pvovide  rural  renewal.  But  USDA  is  involved  in  an 
idcntitv  crisis.  Neither  the  bureaucrats,  nor  the  policymakers  can  de- 
cide whether  tlie  Department  ought  to  be  commodity  oriented  or  con- 
sumer oriented  or  comnlitted  to  total  rural  development. 

There  is  not  mucli  doubt  in  my  mind  that  the  Department  should 
use  tlu^  talent  of  its  people  for  the  broader  approach. 

So  where  does  a  11  of  this  gloom  and  doom  lead  us?  '       *  " 

As  Governor  Breathitt  said,  we  are,  at  this  point,  only  talking  about 
liow  nu'i)  it  would  be  if  we  h^d  a  balanced  national  growth  policy. 

liut  then»  is  sigriificant  reason  to  believe  that  some  things  are  gomg 
right .^rhej*ep?TSTT  have  j)een  citing  says : 

ProRninij/ designed  to  nsniat  business  inveHj|nent  api)ear  to  have  the  ffr^te»t 
Imi^H;t^eo^i>hicall.v  hy  inducing  additioniilTfiCoMomic  activity.  This  occurs  be- 
cause pfHgraf^s  of  tliis  type  are  oriented  towa^l  spwiflc  objectives,  such  as  smaU 
biisineas  HrinHAliousing  and  inunufacturinp;,  with  suflicient  safeguards  to  mini- 
mize ^lie  governincnt's  and  the  ilfresto'r's  rialc. 

iSome  of  thA  programs  of  the  Farmei-s  IJome  Administration,  SBA, 
IIUD,  and  Fa)\  are  selected  as  examples  here. 
i|  As  to  P'eifleral  credit  programs,  however,  the  report  says  there  is 
little  evidence  that  the  intricate  operations  of  existing  Federal  credit 
operations  actively  consider  their  possible  impact  on  community  or 
regional  ^(-onoinic  development ;  the  Federal  Reserve  System  is  con- 
-  cerne(l  \*4th- macroec^onomics,  the  farm  cix^dit  system  focuses  on  agri- 
cultural production  and  marketing,  and-^the  two  housing  credit  agencies 
n^sporul  to  existing  patterns  of  market  demands. 

The  end  conclusion  of  tliis  impoitant  report  should  make  Senators 
l^arson,  irum[)]irey,  and  Talmadge  (juite  pleased  with  the  legislation 
here  today.  The  report  .says : 

A  federal  <h»veh)i)inent  l)anlc  to  assurjr*  crtMHt  for  essential  state  and  local  gov- 
ernm(»m  facilities  woidd  ]m»  a  logical  (»xt(»nsion  of  existing  federal  credit  mecha- 
nisms for  hotising  and  airrirnlture.  The  Hn vlronmental  Financing  Authority  pro- 
posed by  the  \ixon  Adndnistration  Is  a  limited]  version  of  this  mechanism.  A 
development  banlt  ^-onld  assist  »  growtb  center  strategy  by  assuring  availability 
of  cn»dit  for  infrastructure  inv(»stin<»nt  at  critical  points  in  the  investment  proc- 
ess. This  f miction  is  not  now  well  serve<l  by  federal  grant  and  loan  program.s 
which'are  inherently  less  flexilde  in  timing  and  distribution  of  funds. 

In  another  sunmiary  section  the  report  says : 

Among  direct  activities,  the  greatest  potential  would  appear  to  rest  in  feder- 
ally sponsored  credit  programs  and  direct  prf)Vision  of  infrastructure.  A  self- 
liquidating  tederal  development  banlc  to  assure  credit  for  essential  state  and 
local  government  fa(*ilities  wcmld  be  a  logical  extension  of  existing  credit  mecha- 
nisms. -  ^  . 

And  importantly,  the  report  stresses  the  importance  of  regional  or 
multicounty  planning  and  devolpoment. 
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1  would  pause  here  for  a  moment  mul  hope  that  after  I  hu\*e  e(1n- 
«cl\i(led,\vhich  will  be  very  sliortly,  we  ccHild  talk  alxmt  some  .specifics 
in  the  way  of  makin<^  available  credit  not  %dy  to  the  rural  business- 
inan  b\it  also  to  the  agricultural  sectors,  amendments  wliifh  coidd  logi- 
cally be  cou>idered  here. 

J  tlrink,  Mr.  Chainnaii,  I  luiderstand  that  nejtlier  you  uov  Senator 
Peai'sou  see  y()ur^1t*s;islati()n  as  an  enij-all ;  and  tliHt^ou^^xpoct  it  to  be 
improj^d  as'it  makes  its  way  fhniuyli  the  legislative  process. 

It  may  recpiire  certuiii  improvements  in  lan^ua^e,  hut  tliere  is  a 
definite  iu»ed  for  your  legislation. 

A  r\nuj  develonnjj^nt  bank,  or  whatever  1al)el  you  want  to  put  on 
making  rural  credit  avaihil)le  is  essential  to  the  fiitiire  of  rural  Anier- 
ica,  and  most  injpoi-tant^  t()  any  Jiational  j)n)^rani  of  balanc<^d  iu\,tional 
growthl 

,  For  those  interested,  the  report  I  have  been  citinp:  is  the  final  report 
on  ''Federal  Activities  AHectinjj;  Location  of  Economic  Development/' 
It  corner  in  two  volumes,  and  it  was  prepared  for  P^DA  by  the  (Vnter 
for  l\)litical  Research.  Foi*  some  reason,  KDA  has. chosen  not  to  givp 
widespread  distribution  to  the  rej)ort.  I  am  [)repared,  if  you  wish,  to 
provide  segments  of  tiie  report  tor  the  record  which  shxtw  tlie  ett'ec- 
tivene.*^  of  certain  Federal  progranjs  on  local  econoi/iic  developnient. 

Thank  you  for  giving  us  this  opportunity,  , 
^  Senator  IlrMPiiKKv!  This  is  ex(rellent  testiiiiony,  (lovernOr.  ^ 

1  want  t^  thank  both  of  you  very  nuich.  AjkI  I  feel  thaf  you  have  not 
onlv  hit  the  prol)lem,  but  htfve  given  us  some  insight  as  to  what  we 
niiirhj:  do.  . 

^»t*s  talk  a  little  bit  about  wliat  you  haye  indicated  regarding  some 
specifics. 

Mr.  TiK.UANN-.  It  occurs  to  me  that  the  general  thviist  of  the  bill  has 
to  do  with  provisions  of  credit,  principally  for  the  rural  businessman. 
It  woidd  occur  to  me  that — aad^I  speak  now  as  having  spent  nearly 
15  years  as  a  rural  banker— that  there  is  sufficient  credit  available 
presently  for  agricultural  operators  for  operational  purposes.  There 
IS  not  a  sufficient  amoinit  of  credit  availablewhen  it  comes  to  capitaL 
improvement.  I  am  talking  now  about  irrigation  system.s,  buildnigs, 
land  renovation,  grain  storage.  Here  what  Ave  have* to  have  is  a  vehicle 
which  wouUFprovide  the  linkage  between  the  money  markets  and  the 
rural  areas.  And  this  bill  could  well  l)e  that  vehicle.  I  don^t  think  that 
we  have  tapped  enough  of  the  funds  in  the  private  sector  that  could  be 
fjmneled  into  those  rural  areas, 
_|^As  all  example,  if  we  had  some  type  of  a  security  that  could  be 
"^^ued  that  banks  con^d  buy  or  banks  could  originate  or  private  in- 
vestors could  purchase,  (irovernmeJit  guaranteed,  tax  exempt,  tliat 
security  could  become  part  of  tte  batik's  inve.stment  portfolio  and  not 
part  of  the  loan  portfolio.  Then  the  banks  could  utilize  their*  funds  in 
long  term  low  interest  loans,  rather  than  being  a  part  of  loan  port- 
folio which  o^  course  would  shorten  the  maturity.  Right  now  a  tenant 
farmer — follo\Ylng" Governor  Breathitt,  even  on  a  dryland  farm,  can't 
find  enough  mdiiey  around^unless  he  inherited  it  to  get  started.  And 
if  you  irrigate  it  is  doubly  expensive.  In  our  area,  as  in  all  agricultural 
'     producihg  areas,  if  we  are  to  continue  our  food  producing  capability 
we  ha%  e  got  to  irrigate  more  land.  And  we  have  somehow  got  to  stabil- 
ize agricultural  pgodtt|^on. 

•> 
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As  I  indirated  in.tlie  henriii^is  you  had  in  Fobi  imry,  if  we  lose  our 
bility  fo  produce  f«od.  this  Nation  will  he  in'  had  shape.  You  can 
talk  about  grand  strategy  and  the  great  American  dream,  but  thev 
will  smiply  vnni.sh  if  we  lose  ojir  ability  to  prodi'ice  foo'd. 
.  ^o\v,  people  may  argue -^d  say,  we  wimt  a  ditfeicutial  in  the  tax 
mceirfive,  tax  investment  ('redit  to  those  companies  that  are  willing 
to  go  into  the  rural  areas  to  provide  jobs,  oi-  tliafweare  coddling  in- 
ertjcieiicies.  But,  Mr.  Chairman,  we  are  at  a^riticaj  point  here.  We  hav«? 
this  great  oiitmigration  of  our  people  frqin  out- farmland,  and  from 
tlie  farm  areas.  And  vSenator,  (Jovernor  Breathftt  touuhed  on  a  point 
Itl  the  yeai-s  ahead  we  may  not  have  anybody  that  knows  how  to  farm 
any  nKjre  except  a  giant  corporation.  And' then  if  we  want  to  talk 
al,out  the  price  of  food  going  high— we  haven't  seen  anythin<'  yet 

It  would  seem  to  mc  that  with  some  rather  central  amendments  to 
this  language,  that  thf  pattern,  or  concepts  such  as  that  which  I  have 
described  might  well  .solve  this  thing  I  talked  about. 

Senator  HrMPiiKKY.  In  other  words,  for  our  pre.sent  farm  credit 
struct  lire,  yon  have  your  FHA,  which  is,  as  we  often  term  it,  the  moie 
sociallv  oriented  soft  loan.  And  you  have  your  Federal  Land  Bank 
And  then  you  have  your  FHA  operafing  loans.  And  yqu  hkve  yoi,r 
±'UV,  which  ig  really  a  source  of  shoi-t-term'-loans.  And  you  have  your 
Bank  for  (  ooperatives,  which  is  for  the  purposes  of  marketing  and 
(nstrilnition.  But  we  are  inadequately  financed.  We  are  speaking  now 
strict Iv  of  farm  rUroducera.  when  it  comes  to  capital  outlay,  for  the 
• '  kind  of  farming  that  we  have  today;  which  is  much  more  sophisticated 
and  more  ^xpensive.  I  think  we  will  just  note  (hi.s,  and  check  into  it 
very  carefully. 

Mr.  Baker,  we  want  to  check  int<T  that  very  carefully.  ~ 
Mr.  Baker  is  our  consultant  on  this  matter. 

And  Vve  will  look  into  the  financing  apd  capital  structure  of  workihL' 
farms.       . - 

Do  you  hjjve  . any  commeht  oH  that,  John. 

Mr.  Baker  (consultant,  to  the  subcommittee).  How  much  of  this 

^'^'^  revised  and  recodified  p'arm  Credit  Act 

of  IftTl,  IS  one  question.  •  '  . 

^      The  other  is,  you  may  be  addressing  part  of  your  question  to  the 
upper  limit  on  size  of  real  estate  loans  on  accmint  of  legislative  re- 
strictions in  the  Farmers  Home  Administration  Act.  The  witnesse.'s 
■     y*'?^'''*^"'^  testified  that  it  was  miicli  too  low  for  modern  farming. 
Mr.  TiKMANN.  I  think  thjs  is  nuite  tnie. 
"   Secondarily,  discussing  the  financing  of  an  irrigation  system,  for 
example,  unless  you  have  got  some  clear  land  to  put  up  as  security 
you  simply  can't  get  a  loan  from  the  Federal  Land  Bank  or  anybody 
else.  Ihere  isn  t  any  way  in  the  world^hat  a  yoimg  farmer  that  may 
*  be  an  equity  landowner  can  get  a  lofti  together  on  that  irrigatioli 
business.  If  he  is  a  tenant  farmer  he  can't  do  it  at  all,  he  simply  (foesn't 
T^Z\       security.  The  commission  lender  won't  give  it  to  liim,  ,tlie 
» HA  can  t^do  it,  and  the  PCA  won't,  because  they  are  operating  loans 
And  the  Federal  Land  Bank  can't,  because  t^ere  is  no  security 
involved.  '  ^ 

Mr.  Bakeh.  Mr.  Chairman,  as  vou  pointed  out  yesterday  it  is~per- 
fectly  clear  that  the  needs  that  Governor  Tiemann  is  talking  about 
plus  the  regular  farm  operating  and  the  larger  development  loans  of 
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the  kind  you  j|re  ftilking  about,  are  eligible^ under  2223.  Tf  they  are 
not  clearly  eligible,  wrought  to  work  up  some  specific  provisions  to 
make  them  so. 

Senator  Humfurey.  What  we  are  ^ying  here  in  substance  is  that 
we  will  examine  what  we  now  have  on  the  books  in  terms  of  capital 
loans,  and  farm  purchase  loans,  and  farm  improvement  loans,  and  see 
wliother  the  ])i'es(Mitplaw  inider  thp  Revised  farm  rrvdit  admijnstmtion 
I)rogram  tJiat  we  fust  passed  throi^h^tiie  (>)ngi-ess,  is  ade<]uate.  x\nd 
second,  we  wilUakei  a  look  at  the  bilte  that  we  have  befon^  us  in  this 
coiiimittee  now,  the  S.  222;],  and  then  the  Pearson  bill,  take  a  look'to  see 
what  that  language  has  in  it,  and  we  will  make  the  changes  that  are 
necessary.  Tliat  is  what  we  have  got  to  do. 

I  think  that  we  oughtcfo  examine  very  carefully  the  whole  structure 
of  the  farm  loans  in  the  light  of  what  we  said  yesterday,  what  will  be 
the  demands  for  financing  agriculture  5  to  10  years  from  now.  And 
.these  land  prices  are  goinc  to  go  up.  Obviously,  no  matter  what  kind  ' 
of  v»age-pnce  freeze  you  liave  in  the  foreseeable  future,  or  whatever 
kind  of  controls,  machinery  costs  are  going  to  go  up,  and  labor  costs 
are  going  to  go  up,  this  is  inevitable.  And  if  you  have  that  happen, 
you  have  got  to  have  a  related  credit  structure.  I  guess  that  is  the  best 
wav  to  put  it.  And  we  will  check  it  out  and  see  what  we  can  get. 

And  we  appreciate  any  9ther  advice  that  you  Van  give  ns  on  it.  In 
fa(*t,  aft^^r  w(»  die^  ked  it  out  I  would  suggest  that  we  get  back  to 
(ruveri^or  Tienumn  and  see  whether  it  seems  to  make  any  sense  in  it. 
I  have  ha(|a»lot  of  experience  in  this,  and  we  are  going  to  put  you 
to  work,  f  re^e. 

Air.  TiKM.VNN.  As  Xed  says,  we  have  got  to  do  soniething  with 
former  Governors.  -*  ^ 

Senator  Hi  mpiikkv.  Senator  Pearson,  you  are  hero  not  onlv  as  a 
weh-ome  giiest,  but  also  as  a  working  Senafor.  So  if  >ou  have  aHv  cotti^ 
moot  you  would' like  to  make  with  reference  to  tliis'teslimony,  or  any 
qtu'stions,  I  certainly  want  to  welcome  you  to  flie  conmiittee/ 

Senator  Peaksox.  Lthank  yon  for  your  invitation,  Mr.  (^hairinan.  r 
don't  think  tlnfl  we  n^ed  any  further  evidence  of  the  interest  in  this 
general  sii4)ject,  except  that  I  would  like  to  report  to  yon  that  on 
Thursday  and  Frylay  of  last  week  my  office  tn  cooperation  with 
Kansas  State  rniverslty  held  two  meetings.  One  of  tliem  was  in  Hays. 
Kans.,  Mr.  Chainnttn.  That  is  out  in  the  western  part  of  the  State. 
.Vn.i  the  other  was  in  Topeka.  And  we  knew  there  was  a  fifood  deal'of 
interest  in  this.  Hut  :)()0  people  attended  the  conference  in  Hay-  and 
400  slipwed  up  the  jiext  day  at  Toi)eka.  And  they  endoi*sed 'they  talked 
about,  and  they  developed  th^  same  theme  thai  von  hotli  developed 
today,  the  lack  of  credit.  All  of  these  concefjts  really  involve  more  than 
po\  erty  programs.  There  are  capital  investment  projects  in  the  rural 
comniuuities  tliat  could  stand  on  their  own  feet  without  any  qualifica- 
tion, if  there  was  any  money  out  there.  " 

And  inay  I  ju§t'-i»oumunit  on  one  other  aspect  of  what  (Governor 
Tiemann  said.  I  find  thtit  fear  and  apprehensi(m  tliat  ahvays  exists 
with  legislation  pending  among  tlio  rural  f)ankers  in  Kansas  relative 
to  these  bills.  Are  you  running  intp  the  same  soi-t  of  apprehensidii  ^ 
And  if  we  worked  in  tl^jit  added  recommendiition  as  to  loans  for 
farming  I  am  afraid  we  would  accentuate  that. 
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Mp.  Tikmann.  I  don't  think  so,  Senator  Pearson. 
Senator  Pearson,  I  am  talking  about  the  practical  politics  of  pass- 
iiif?  the  bill  now. 

Mi\  TiKMANN.  I  understand.  I  have  visited  several  bijnkers  prior  to 
your  coming  out  to  Nebraska,  and  their  comments  were  stnmgly  in  line 
with  what  Senator  Pearaon  said.  They  said,  theye  is  plenty  of  credit 
available  rifrht  now,  but  what  they  were  talkin^r  about  was  operatinf; 
loan  credit.  I  agree  with  this.  lM\t  what  I  am  talking  about  is  money 
for  capital  improvement.  And  that  money  simply  is  not  available,  and 
every  commercial  banker  will  agree  to  that, -But  I  think  if  it  is  spelled 
out  very  clearly  that  this  is  in  fact  the  case,  tha(t  you  probnbjy  woii't 
get  but  noimal  apprehension  when  the  Government  may  lay  its  heavy 
hand  on  the  banker  again.  They  are  pretty  sensitive  now  because  tli(\v 
are  pretty  well  regulated.'Aml  the  only  time  that  there  is  a  possi»>i Ptr 
or  the  specter  of  another  regulation  being  added  on  tliev  get  a  liv  le 
bit  jumpy. 

,  Mr.  BRKATiriTT.  That  might  be  one  service  that  our  coalition  can 
render.  Senator,  to  have  our  members  and  our  officers  and  directors 
^  visit  with  tlie  bankers  and  discuss  it  with  thehi  so  that  they  feel  a  part 
and  involvement  in  the  development  of  amendments  that  might  be 
made  to  this  legislation,  and  perhaj^s  remove  the  major  objections  that 
they  have  to  it,  and  have  them  as  willing  partners  in  this  effort^  and 
support  us.  ' 

Senator  Pkarsox,  I  think  it  is  an  educational  proceas,  that  always 
there  is  apprehension  of  anything  new. 

.  Senator  IlrMPHRKV,  Senator,  we  are  aslang  repvesentativps  of  re- 
spective banking  grou])S  to  meet  with  our  staff  to  try  to  iron  out  as 
.many  of  tlio  diffici^lties  or  prospective  probk^maas  ean  Ix*  anticipated 
so  wo  f-nn  rouw  to  a  nuM'ting  of  the  mit\ds  fiis  to  how  this  program  will 
Xvork.  AVe  are  not  in  the  bnsinc^ss  of  trying  to  compete  with  private 
ftnaiKT.  We  are  trying  to  augment  the  availability  of  private  capital. 
It  is  sort  of  like  lov(^  There  isn't  too  nnich  of  it  Aronnd,  so  yon  just 
need  a  little  more,  "  .  ' 
S(»nator  Pi^vrhon.  T  think  it  would  be  helpfnl. 

Senator  Hitmphrky.  I  come  from  a  small  town -basically,  even 
though  I  later.  m^»d  to  a  big  town,  Minneapolis.  But  my  roots  are 
basically  in  a  smalrtown  ir|  Minnesota,  and  it  doesn't  do  much  good 
to  have  a  l)ank  there  if  everybody  goes  broke.  It  is  an  uphill  fight. 
And  the  best  way  to  gi't  a  good  bank  going  is  to  have  a  lot  of  busi- 
n(»ss  going  in  town.  If  yon  have  '200  or  300  employees  in  a  shop,  and 
^vou  have  a  farm  out  there  where  a  young  man  years  of  age  who  can 
buy  it  and  be  can  get  a  loan  to  help  pay  for  it  and  6e  able  to  operate  a 
productive  farm,  then  that  affords »the  possibility  of  depositinjr  some 
money  in  the  bank.  That  is  what  it  is  all  about.  And  sometimes  T  think 
we  aiv  all  so  worried  that  somebody  is  going  to  take  our  piT^ce  of  ]}\iL 
My  theory  in  Jife  is,  nuike  bigger  pies,  get  more  people  in  the  act.  i 
never  worried  about  an  e.\tra  dnigstore  coming  into  Hnmn,  S.  Dak., 
as  long  as  we  had  people  working  at  tlie  shops  or  at  the  packing  plant, 
or  down  at  the  rnilioad  or  the  trucking  C(Anpany.  But  it  is  when  tlie 
employees  started  to  leave  town  and  another  store  came  inuthat  both- 
ered us.  As  long  as  they  two  coming  in  and  they  have  those  checks  and 
that  intonie,  everybody  gets  a  little  hunk  of  it. 
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And  as  far  as  the  Government  is  concerned,  they  have  the  best  sys- 
tem in  the  world.  It  is  ealled  withholdinpf.  And  I  have  talked  to  a  lot 
of  folks  aboiit  getting  people  at  work  and  how  much  it  co5?tH  to  put 
them  to  work.  I  said,  it  doesn't  cost  anything  to  put  aiHMson  (o  work, 
,  but  it  costn  an  awful  lot  when  people  aren't  at  work.  IWause,  if  you 
pet  people  to  work  you  have  a  little  salami  machine  cnllod  withhold- 
ing, and  it  cuts  everybody.  Of  coui^ge  you  get  it  hack.  Hut  on  welfare 
you  have  no  such  njachine,  you  have  just  a  disposal  uiiifthat  just 
grinds  it  up  and  destroys  it. 

And  many  people  have  the  economy  nil  mixed  up.  All  the  people  I 
have  ever  known  t^iat  made  money,  went  into  debt  to  make  monev.  The 
problem  with  me  was  that  1  was  in  a  depression  and  was  afraid  to 
into  deist.  My  wife  had  to  beat  me  over  the  Jiead  to  make  me  get  the 
first  mortgage  on  the  house.  All  I  can  remember  is  seeing  mv  father  in 
debt.  Biit  the  people  that  really  make  money  never  make  it  from  work- 
,  ing.  I  Wanted  that  from  dad.  You  make  it  big  by  investing  and  getting 
other  peo|^  to  worif  for  you. 

Mr.  TikSann.  The  day  after  Pn\sident  Nixon's  economic  policy 
speech  the  stock  market  went  up  almost  33  points.  Hut  I  had  a  stock 
that  went  down  that  day.  So  you  had  better  be  careful' M  hiit  you  invest 
in,  too*  -f  .  ' 

Senator  IIi'mimuiey.  That  is  right. 

Senator  Pe.\rson.  When  I  got  out  of  law  school  the  only  job  that  I 
could  find  were  with  the  great  big  firms  in  the  great  big  cities,  and  I 
did/i't  want  that.  Sb  I  got  out  ArartinSale  Ilubbd  and  I  tried  to  find  a 
-rtmununity  where  there  weren't  any  lawyei*s.  I  found  soine,  but  tliere 
'  wasn't  any  law  business  there  either.  So  I  backtnicked  an(!  went  into 
a  community  where  there  were  a  lot  of  lawyei-s,  and  there  was  a  lot  of 
law  business.  „ 

Senator  IIuAiriiKKY.  (Jentlemen,  we  thank  you  very,  very  much.  And 
I  want  to  thank  the  coalition.  Any  time  you  can  get  hold  of  an  edu- 
cator, publisher,  or  TV  commentator,  get  him  in  a  dark  room  and  work 
him  over  here.  We  can'^get  any  interest  in  this  outside  of  McCook, 
Nebr. 

Mr.  TiEM.VNX.  I  should  say  for  the  record  that  the  coalition  has  at- 
tracted nationwide  intei-est.  People  have  expressed  interest  in  just  the 
meeting  that  you  attended  here. 

•    Senator  Hi^mphrey.  That  was  a  very  good  beginning  for  us. 

Air.  TiEMANN.  Yes.  And  we  appreciate  your  giving  us  thi^  oppor- 
tunity. '  • 

Senator  HuMt'iiREY.  Next  is  Mr.  Robert  I).  Partridge,  general  man- 
ager, and  Mr.  Williani  E.  MuiVay,  legislative  repi-esentative  of  the 
National  Rural  Electric  Cooperative  Association. 

We  thank  you  veiy  much  for  coming  to  us  this  morning. 

STATEMENT  OF  ROBERT  D.  PARTRIDGE,  GENERAL  MANAGER, 
NATIONAl  RtRAL  ELECTRIC  COOPEl^^TIVE  ASSOCIATION 

Mr.  Partkidoe.  Mr.  Chairman  and  members  of  the  subcommittees : 
My  name  is  Robert  IX  Partrid^.  I  am  general  manager  of  the  Na- 
tional Rural  Electric  Cooperative  Association. 

Senator  Jordax.  Mr.  Chairmanj^I  just  want  to  make  an  appearance, 
as  I  have  to  go  to  another  meeting. 
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Senator  Humphret.  All  I  can.suy  is,  to  get  your  important  bloss7 
mff  here  is  like  having  fresh  troops  come  into  the  fray. 
•   Senator  Jordan.  My  powder  is  dry,  and  I  am  ready  to  shoot  any 
time. 

Senator  IIvmpjikkv.  Thiliik  you.  Senator  Jordan. 
Go  ahead. 

Mr.  PARTRimjK.  Genthmen  with  ine  to  my  right  is  William  E. 
Murray,  our  specialist  in  rural  development  legislation.  "  ' 

The  National  Rural  Kh^tric  Cooperative  Association  is  the  nation*!^ 
service  organization  of  988  rural  electric  systems  openiting  in  46 
States.  Thesfe  systems  bring  central  station  electricity  to  24  million 
farm  and  rural  people.  Their  lines  serve  in  2,600  of  the*Nation's  3,100 
counties,  an  area  constituting  approximately  70  percent  of  continental 
United  States.  We  appreciate  this  opportunitv  to  exnress  our  views 
on  S.  2223.  '  '  \ 

Since  their  inception,  and  particularly  during  the  past  decade,  the 
Nation's  rtiral  electric  systems  have  been  activelAsupportlhg  pro- 
grains  aimed  at  improvihg  the  economy  and  quality  oFlife  in  rural 
areas  so  as  to  stem  the  migration  of  displaced  farmers  and  rural 
people  to  urban  centers.  Ri'iral  electntication,  in  itself  has  made  sig- 
nificant contributions  to  the  economy  of  rural  areas  by  helping  to 
create  thousands  of  new  job  opportunities  and  also  has  helped  sub- 
stantially to  raise  living  standards.  Were  it  not  for  the  rural  electri- 
fication program,  there  would  be  little  or  no\hope  of  revitalizing  rural 
areas  which  many  of  us  consider  essential  to  achieving  ba^nced  na- 
tional growth. 

In  our  opinion,  nothing  short  of  a  massive,  nationwide  effoft  can 
halt  the  det^line  of  rural  America  and  the  resultant  migration  from 
the  countrywide  to  the  cities.  While  a  number  of  Federal  programs 
have  been  established  with  the  objective  of  revitalizing  rural  (om- 
ninnities,  the  overall  thrn.st  in  rural  development  so  far  has  been  char- 
acterized by  insufficient  funding  in  comparison  to  the  needs  and  by 
a  ronsiderable  amount  of  overlap,  fragmentation  and  lack  of  coordina- 
tion because  of  the  multiplication  of  agencies  dealing  with  rural 
development. 

We  bel  ieve  S.  2223  could  make  available  a  vast  amount  of  financing 
wliirh  will  be  required  to  accomplish  the  kind  of  sound  rural-urban 
Imlnnce  whic^h -Congress  committed  itself  to  in  title  IX  of  the  Farm 
Act  of  1970,  and  mamly  'from  private  sob rce^. 'leased  on  past  experi- 
en<'es.  we  do^not  think  it  if?  likely  th(if^hc  executive  brancn  ^yould  re- 
quest or  the  (\)ngress  would  approve  the  billions  of  dollars  required 
in  direct  appropriations.  In  addition,  the  legislation  puts  together  a 
complete  tool  kit  with  assistance  for  practically  every  facet  of  com- 
iiMinity  dovelopme^it.  Nothing  less  than  the  kind  of  massive,  compre- 
hensive approach  as  contained  in  S.  2223  has  any  real  chance  of  bait- 
ing the  deterioration  of  small  towns  and  relieving  the  crushing  nur- 
dens  on  our  cities  froiji  the  rural  population  flowing  into  them.  ' 

The  migration  of  over  30  million  rural  people,  of  whom  20  millions 
were  farmers,  since  1040. 4s,  of  course,  one  of  the  basic  reasons  for  the 
senous  population  imbalance  which  members*  of  this  subcommittee 
and  other  Members  of^Congress  recognize  as  one  of  the  most  serious 
domestic  problems  facing  the  Nation.  T^nless  we  can  find  a  solution  to 
it.  much  of  rural  America  will  be  reduced  to  a  depopulated  waste- 
land and  most  of  our  great  cities  will  be  rendered  unmanageable. 
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Still,  the  migration  from  country  to  city  continues.  The  1970  cen- 
sus shows  that  about  as  many  counties — approximately  1^00 — lost 
population  in  the  1960*8  as  did  in  the  1950'8.  One  eminent  demogra- 
pher points  to  the  high  fertility  rate  and  the  large  number  of  young 

t)eople  in  many  economically  depressed  areas  as  indications  of  the 
arge  potential  for  future  rural  ^to  urban  migration.  , 

The  predictions  are  that  there  will  be  another  100  million  U.S.  citi- 
zens by  the  year  2000  or  shortly  thereafter,  and  that  70  percent  of 
them  will  reside  in  12  metropohtan  areas  and  that  about  50  percent 
of  the  copulation  will  liye  in  t^ree  giant  strip  cities.  However,  we 
do  not  nave  to  wait  until  2000  AcD.  to  see  the  consequences  Of  this 
kind  of  population  concentration.  We  read  about  them  day  after  day 
in  the  pages  of  our  daily  newspapers.  Pollution,  viqjence,  baid  hous- 
ing, traffic  jams,  expanding  welfare  rolls,  and  tne  human  misery  of 
every  kind  are  the  clearly  apparent  manifestations  of  overcrowding 
in  the  cities.     ...  5 

\yhile  the  oiitmigration  hay  slowed  soYnewhat  in  recent  years,  it 
ccJhtinues  at  a  considerable  rate.  This  is  bad  for  the  Nation  as  a  whole 
and  it  sliould  be  stopped.  We  do  not  see  it  as  a  matter  of  forcing  pex)- 
pie  to  remain  in  rural  ai'eas  or  forcing  people  who  now  reside  m  the 
cities  to  reloc^ate.  Recent  public  opinion  polls  indicate  that  most  Amer- 
icans would  prefer  to  live  in  rural  ai*eas  or  small  towns. 

We  tliink  it  is  a  fair  assumption  that  most  people  now  in  rural 
areas  would  want  to  stay,  and  that  millions  of  city  people  would  want 
to  return  provided-^and  this  is  the  key  to  where  people  live,  it  seems 
to  us — that  there  are  opportunities^  to  make  a  decent  liviii^ralong  with , 
modern  communitv  facilities  and  servicers.  The^e  are  the  tniligs  which 
the  le^slation  before  this  subcommittee  would  assist  in  supplying. 
That  is  whjNour  association  and  its  membership,  in  resolutions  over 
the  past  ye^ars,  have  supported  this  type^  legislation  which  seeks  to 
rebuild  rural  America. 

Moreover,  our  association  and  its  member  sy^ems  have  urged  for  a 
long  time  that  the  highest  priority  be  given  to  solving  the  grave  im- 
balance between  urban  and  rural  America. 

Last  year  at  their  annual  meeting  the  membership  of  our  associa- 
tion adopted  a  ref^lution  which  emphasized  the  importance  of  a  sound 
rural-urban  balance.  The  resolution  noted : 

^The  fntnre  beaUb  and  prosperity  of  tbe  Nation  depends  npon  the  Rolntlon 
of  the  imbalance  between  mral  and  urban  Atnerlcft.  There  c^n  be  no  InRtin? 
Bolntion  to  thi»  imbalance  unless  social  and  economic  opportunities  {n  rural 
America  are  sufficient  to  not  only  haU  the  outmigration  to  the  cities  but  to  reverse 
ItavweU  ... 

Tfte  legislation  before  this  subcommittee  has  as  one  of  its  main  pur- 
poses the  achievement  of  a  better  population  distribution,  terminsr  it 
"essential  to  the  prosperity,  general  welfare  and  domcstic^^tranquility 
of  the  urban  as  well  as  the  rural  communities  of  the  United  States." 
It  also  calls  for  a  "more  general,  better-balanced  geographic  distribu- 
tion of  profitable  private  economic  enterprises,  income  earning  oppor- 
tunities, and  high-quality  public  community  facilities,  services  and 
public  works"  as  necessary  to  reverse  the  population  flow  from  rural 
to  urban  areas. 

S.  2228  Ls  one  of  the  boldest,  most  imaginative  pieces  of  rural  de- 
velopment legislation  ever  proposed.  We  support  its  concept  and,  as 
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pi-eviously  mentioned,  belieWb  that  it  can  provide  the  board,  ma^ive 
assistance  necessaiy  to  produce  successful,  comprehensive  rural 
developindjit.  "  ^  - 

As  to  some  of  the  specific  details  of  S.  2223,  Ke  have  not  as  yet 
had  the  opportunity  to  get  the  reaction  of  our  menibership.  In  regard 
to  title  I,  the  only  si^rnificant  feature  of  it  on  tvhieh  we  have  to  re-- 
serve  endorsement  m  tJie  provision  for  inci-easing  from  5,500  to  35,000 
the  population  limft  of  communities  eligible  for  Farmers  Home  Ad- 
nunistration  assistance. 

We  have,  before  tliis  subcommittee  and  the  House  Agriculture  Com- 
mittee, recommended  that  areas  eligible  for  Farmers  Home  assistance 
for  water  and  sewer  program^  be  increased  from  5,500  to  10,000  so  us 
to  be  consistent  with  the.  authority  Congress  gave  that  agency  last 
"^^w^^^u^  housing  loans  in  rural  areas  up  to  10,000  population. 

We  faight  add  that  Ja^tyear  when  the  matter  of  increasing  the 
limit  to  10,000  for  thep^ing  loan  program  was  before  Congress, 
there  was  a  division  anpg^our  membership,  for  and  against  A  niim- 
ber  of  our  members  felt  that  this  would  dilute  the  scarce  housing 
rund^  with  the  smaller  towns  receiving  less  assistance.  However,  since 
Congress  did  see  fit  to 'increase  the  limit  fqb  housing,  and  since  water 
iind  sewer  are  so  necessary  to  developing  rural  housing  on  a  lai^^e 
s<5ale.  It  seems  only  logical  and  practical  that  both  programs  should 
operate  in  the  same  areas.  We  would  strongly  advocate,  however,  that 
the  funding^  levels  of  these  programs  be  increased  commensurately 
with  tl^dditional  demand  which  will  be  put  on  them. 

We^uldfecommend  that  there  be  hssurances  that  communities 
below  the  5,.500  limit  will  i-eceive  adequate  assistance.  These  gener- 
ally are  the  riinil  communities  which^have  the  greatest  difficulty  in  ob- 
taining funding  for.  projects.  If  such  assurance  could'  be  included 
m  the  legislation,  we  believe  it  would  largely  satisfy  the  fears  of  our. 
members  that  funds  would  be  siphoned  off  from  places  linder  5,500 
tomeet  the  demands  of  larger  communities.  > 

In  regard  to- title  H,  \ve  would  have  the  same  reservations  (xs  to  the 
85,000  population  limit.  We  really  will  not  know  the  feeling  of  our 
members  on  this*  yntil  our  next  annual  meeting,  which  doesn't  come 
until  February.  In  addition^  title  JI  contains  a  great  many  technical 
details  and  complexities  which  we  will  not  be  in  a  position  to  commit 
0ur  membership  J:o  untij  they  have  had  a  chance Ito  study  them  in  more 
detail  and  to  give  us  their  views. 

I  shall  ask  Murray,  wiio  specializes  in  rural  development  legis- 
lation, to  pres^|kNKECA's  recommendations  in  regard  to  S.  222*3. 
These  recominemlitions  are  made  in  the  spirit  of  impfii^ing  the  legis- 
lation now  being  considered  by  the  subcommittee.  \ 

Senator  Hfmphrey.  All  right,  Mr.  Murray.  ]  " 

STATEMENT  OF  WILLIAM  E.  MURRAY,  LEGISLATIVE^  REPRE-, 
SENTATIVE,  NATIONAL  RURAL  ELECTRIC  COOPERATIVE  AS- 
SOCIATION 

ifi*.  JfrRRAT.  Thank  you,  Mr.  Chairman. 

For  the  record,  Mr.  Chairman,  T  am  l^lliam  E.  MurrayHegislative 
representative  for  rural  area  developme/it  of  the  National  Rural  Elec- 
tric Cooperative  Association. 
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*As  Mr.  Bob  Pai'tridge  pointed  out,  NKECA  supports  the  concept 
proposed  in  S.  222»1  In  our  judgment,  it  is  consistent  with  the  concept 
ni  a  resolution  adopted  unanimously  by  our  membership  at  its  IDj.! 
annual  meeting,  which  called  for  an  expansion  of  the  Department  of 
A«:riculture's  capability  in  rural  development  to  enable  it  to  under- 
taSe  a  comprehensive,  nationwide  development  program. 

We  previously  submitted  a  copy  of  this  resolution  to  the  committee. 

Senator  IIu|ifhrey.  Yes;  w.e  have  that. 

Mr.  Murray.  As  we  previously  testified  3  months  ago  before  this 
subcommittee  on  the  questions  of  the  administration's  proposals  re- 
lating to  reorganization  of  the  I^artment  of  Agrtculture  and  to 
special  rural  revenue  sharing,  it  seems  to, us  n'lUch  more  practical  to  • 
build  on  the  present  extensive  developrhent  capability  of  the  Depart-  * 
ment  rather  than  to  dismember  the  Hepartinent  and  distribute  its 
agencies  among  a  number  of  superdepartment§  which  would  be  con- 
cijrned  primarily  with  urban  problems.  *  *  ^ 

The  resolution  referred  to  recofnmends  that  the  Senate  and  House 
Agriculture  Committees  supply  the  Department  with  the  additional 
authorities  that  would  be  required  for  it  to  undertake  nationwide, 
comprelieinsive  rural  development  as  well  as  expansion  of  a  considera- 
ble number. of  existing  authorities  which  it  has  for  this  purpose,  and 
provide  tfie  changes  or  innovations  in  existing  USDA  structure  that 
will  be  necessary  to  successfully  implement  the  ellovt. 

In  our  opinion,  this  is  the  approach  S.  2223  seeks  to  take.  It  would 
bolster  the  pepartmenfe  of  Agriculture's  existing  rural  development 
coniponents,^uch  as  financing  for  housing,  ct)mm unity,  and  recrea- 
tional facilities  and  farming. 

In  addition,  it  would  supply  important  "missing"  components  such 
as  th^  authority  to  finance  job-creating  enterprises  along  with  practi- 
cally an  unlimited  number  of  other  kinds  of  projects  and  services  so 
essential  to  successful  rural  revitalization.  And  the  Structural  changes 
included  in  S.  2223  also  seem  to  make  good  sense  to  us.  - 

Ry  dividing  tlie  functions  of  the  Fariitci-s  Home  Administration 
into  rural  development — under  the  Kural' Enterprise  and  Community 
Development  Administration — and  the  farm  loan  functions — under 
the  Farm  Development  Administratioxi— all  under  the  direction  of  an 
Assistant  Secretary  for  Agriculture,  Kural  Development  Credit,  we 
believe  that  both  the  farm  and  nonf arm  Segments  would  benefit  to  a 
much  greater  extent  than  is  possible  at  present. 

These  innovations' closely  approximate  the  recommendation  in  this 
regard  w^hich  we  made  to  this  subcommittee  on  June  16.  At  that  time 
we  also  i^ecommended  that  the  Department's  name  be  changed  to  more 
clearly  reflect  the  mission  and-  responsibility  for  a  nationwide  rural 
development  program  which  S.  2223  implicitly  assigns  to  the  ITSDA. 
We  suggested  as  possibilities  the  "Department  of  xlgriculture  and 
Rural  Development"  or  t^e  "Department  of  Eural  Development." 

Senator.HuMPTTRET.  At  this  point  I  want  to  make  a  note  of  the  im- 
portance of  that  suggestion  iind  I  am  going  to  introduce  a  bill  that  will 
try  to  get  this  done.  But  T  think  the  emphasis  thlit  we  had  all  througK. 
th\  testimony  relates  to  what  you  might  call  "the  new  dimension  in 
ruraj  America"  called  rural  development,  without  downgrading  the 
importance  of  our  commodity  programs  and  our  farm  operating  loans 
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and  the  storage  progrdms  and  everything  that  relates  to  agriculture; 
because  when  you  really  get  down  to  it  there  won't  be  any  rural  devel- 
opment if  you  have  farmers  going  bankrupt.  You  have^to  have  some 
rural  prosperity. 

I  like  that  idea  of  the  Department  of  Agriculture  and  Rural  Devel- 
opment, just  like  we  have  the  Department  of  Housing  and  Urban  Do- 
*^topment,  there  would  be  a  Department  of  Agriculture  and  Rural 
Development.  I  think  that  covers  both  of  the  fronts  that  we  are  talking 
about,  rather  than  dismember  the  Department— which  will  never  hap- 
pen. It  IS  not  going  to  happen  around  here  at  least.  We  should  be  try- 
ing  to  strengthen  the  Department  and  infuse  it  with  the  kind  of  tal- 
ent and  sort  of  mental  attitude  that  lends  itself  to  a  rural  development. 

I  think  the  <)ne  problem  we  had  with  the  Department  of  Agricul- 
ture was  that  it  has  been  overwhelmingly  a  commodity-oriented  De- 
partment oi^r  the  years  including  clear  back  to  the  Roosevelt  period. 
^  It  traditi|Mly  has  not  given  enough  consideration  to  the  other  rural 
aspects  oMilral-  life  on  the  total  living  environment  of  people  living 
on  the  farms  and  in  the  smaller  towns. 

I  like  your  suggestion  and  I  want  you  to  get  roiir  people  all  read^ 
for  that,  because  I  think  it  is  something  we  shouW  do.  I  think  we  will 
need  to  find  a  lot  of  support  here  in  this  city  for  this. 

Mr;  MunRAY.  We  will  be  very  pleased  to  Ho  that  I  think  Governor 
Tiemann  also  pointed  out  that  the  Department  of  Agriculture  has  an 
identity  problem. 

Senator  ITumphrey.  Ym,  T  tliink  that  is  very  true.  And  the  Depart- 
ment gets  pushed  aroimd ;  with  the  many  forces  that  are  at  work  today 
it  IS  having  a  problem  as  to  whether  it  is  commodity-oriented,  coii- 
sumer-oriented.  or  development-oriented.  And  it  seems  to  me  that  if 
you  have  "rural  development"  as  its  mandate,  vou  should  at  least  be 
able  to  cover  most  of  those  problems.  This  of  course  would  require  us 
to  reorganize  the  De])artment. 

Go  ahead.  ^  > 

Mr.  Murray.  Mr.  Chairman!  both  you  and  the  chairman  of  the  full 
committee.  Senator  Talmadge,  have  stated  that  you  feel  that  the  bill 
can  be  improved  and  that  you  are  desirous  of  receiving  suggestions  to 
tJiis  end.  We  have  some  recommendations  which  we  believe  will 
strengthen  S.  2223,  and  we  hope  the.  subcommittee  will  gi^-e  them  cour 
sideration.  Some  of  these  recommendations  are  technical,  but  never- 
theless extremely  important  in  our  view.  Others  ai-e  more  general. 

One  of  the  reasons  that  rural  development  efforts  have  been  less  suc- 
cessful than  they  might  have  been  is  that  no  one  agency  or  department 
has  been  given  the  primary  role  of  leadership.  The  oflicial  assignment 
to  the  Department  of  Agricultyi^  of  the  rural  development  "mission" 
and  responsibility  for  coordination  of  the  efforts  of  other  Federal, 
State,  and  local  agencies  should  be  made  explicit  in  the  IpsrislaHQii. 
lydon't^hink  there  is  any  question  that  the  legislation  implies  that  the 
Department  is  to  assume  this  responsibility. 

Senator  Humphrey.  We  might  be  able  to  spell  that  out,  too,  Mr. 
Murray.  We  introduced  an  appropriate  resolution  for  changing  the 
Department's  name  to  delineate  what  we  mean  by  that  change  rather 
than  just  to  change  the  name.  We  could  do  it  in' both  places.  I  think 
it  is  very  important. 
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Mr.  Mi;iutAY.  We  would  recommend  that  rural  development  goals 
be  established. 

In  our  opinion  these  would  serve  a  very  useful  pui'jjose  by  establish- 
ing the  dimensions  of  the  task  to  which  this  legislation  is  addressed, 
and  also  by  permitting  this  subcommittee,  other  members  of  the  Con- 
gress, and  the  public  to  measure  the  progress  being  made. 

1  think  4iix  example  of  the  importance  of- goals*  can  be  seen  in  the 
Housingji^Act  of  1968.  The  goals  established  there  had  a  great  impact 
on  movmg  the  housing  pr9gram8  at  a  much  more  rapid  rate,  and  we 
havpsomething  to  measure  against  each  year. 

We  would^aiso  recommend  that  the  Rural  Enterprise  and  Commu- 
nity Development  Administration  be  authorized  to  participate  in  loans 
and  fj:rants  with  other  Federal,  State,  and  private  lending  agencies. 

This  could  increase  the  impact  of  all  Federal,  State,  and  private 
agenc^s  whit  h  are  presently  ^rrgfa^d  in  providing  financial  assistance 
for  rural  development.  Spch  autl^ity  could  also  be  of  great  benefit 
to  the  banking  system  established  under  title  II.  This  authority  may 
presently  exist  by  virtue  of  legal  interpretation,  but  in  our  opinion  it 
should  be  dearly  spelled  out. 

fSenator  llrMPHREY.  Would  you  be  kind  enough  to  spell  out  for  us 
in  specific  language  what  we  ought  to  do  on  that. 

And  again  \  am  going  to  say  to  you,  as  I  have  to  other  witnesses, 
that  when  vx)u  come  to  these  practical  suggestions  I  want  you  to  follow 
thi  ough  with  our  staff  here.  We  have  all  the  members  of  the  staff  pres- 
ent for  the  hearings  as  well  as  staff  members  of  tlie  other  Senators  that 
are  keenly  interested  in  this  legislation  and  we  would  like  to  get  your 
specific  suggestion.  Mr.  Baker  is  here,  and  you  can  work  with  him  and 
■Mr.  Thornton  is  here,  and  Mr.  McLeod,  and  you  can  work  with  them, 
or  any  of  the  men  that  we  have  here,  to  try  to  work  out  the  language, 
so  that  we  can  get  it  up  before  the  memoers  of  the  committee  for  re- 
view again. 

Mr.  SirRRAT.  We  would  be  very  happy  to  do  that. 

We  would  also  r^,cpmmend  that  the  Rural  Enterprise  and  Commu- 
nity Developinent  Administration  be  authorized  to  fund  nonm^ro- 
pofitan  planning  districts,  including  funding  for  employing  perma- 
nent staff. 

Although  the  Department  of  Housing  and  Urban  Development  was 
authorized  in  the  1968  Housing  Act  to  rund  these  and  other  rural  plan- 
ning organizations,  the  results  to  date  hWe  been  meager.  HUD  has  only 
been  able  to  supply  grants  to  a  relatively  few  districts  and  in  amounts  * 
too  small  to  enable  the  districts  to  effectively  perform  the  functions 
for  which  they  were  established.  Moreover,  without  adequate  funding 
it  is  difficult  to  understand  how  these  organizations  could  perform  the 
functions  assigned  to  them  under  title  II. 

Senator  Hr3iPURKY.  There  agaih  it  mav  be  that  we  can  peel  off 
that  part  of  the  HUD  authorization  in  the  1968  Housing  Act  and 
consolidate  the  funds  for  rural  planning  organizations,  such  as  vour 
multiconnty  unit?  and  so  on,  over  in  this  Department  of  Agriculture 
area,  to  kind  of  give  it  better  lines  of  direction  and  more  concise  perim- 
eters in  which  we  work. 

Mr.  MrRR.\Y.  We  have  another  recommendation  which  goes  into  that 
as  well  as  how  the  money  might  be  raised. 
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Senator  Humimirky.  X^iuu  I  want  you,  in  each  of  these  roooni- 
inendiitions,  if  I  ni«y  say  so,  to  sit  down  with  the  appropriate  people 
liere  on  (mv  staff,  make  an  appointment  and  deveh)p  some  su^r^ested 
lanjnm^re.  We  will  then  ask  the  staff  to  hrinjr  that  haek  to  the  inemhers 
Of  the  connnittee  and  discuss  it. 

Mr.  Ml  KKAY.  Recommendation  No.  r>  dealn  with  the  need  tor  a 
('apal)ility  in  reseaivh  and  development  wliich  wo  think  the  Knral 
Knterprise  and  ('oinnumity  I)eveloi)ment  Administration  should  have. 
This  has  Ix^en  a  tremendous  vf)id,  particularly  in  fields  of  water,  sewt^-, 
housing,  and  industrial  deve]o])meht.  The' Farmers  Home  has  the 
assyrnment  to  provide  rural  housing:  hut  it  has  no  capability  to  de- 
veloj)  better  kinds  of  housing  and  to  investi^r^te  the  general  diniensions 
of. the  problem. 

Senator  IIvmphrey.  And  tlio  standards. 

Mr.  Ml  nn.\Y.  That  is  ri^ht. 

Senator  Humimikky.  you  see,  the  requirements  for  housiji^r  in  a 
nietropolitan  area  as  compared  to  a  si)ecific  rural  area  can  be  verv 
different,  and  possibly  ou^rht  to  be  very  different. 

Mr.  Mi'kRAY.  AVe  are  runnin;^  iuto'the  i)rol)lem  where,  in  many 
States  you  ean't  build  more  than  a  certain  number  of  lionses  without 
central  sewa^n^  disposal  systems.  For  instance,  in  Ohio  now  you  can't 
build  mort*  than  10  houses  without  a  central  sewajife  syj^l^m.  This  is  a 
jrood  provision  but  how  do  you  provide  a  sewer  system  that  doesn't 
make  the  house  so  expensive  that  the  i)eople  can't  afford  it  ^  There  must 
be  ways  of  doin^  this  and  I  think  we  need  soine  research  to  find  them. 

No.  f>  is  a  ivcommeiulation  to  eliminate  the  $H00  million  con- 
struction ^i:rant  ceilin^r.  This  amount  is  approximately  what  is  recpilred 
annually  at  present  for  a  realistic  rural  water  and  sewer  pro^rrain.  A 
Farmers  Ilonie  Administration  survey  sets  the  ])rico  ta;tr  of  appi'oxi- 
mately  $12  billion  for  rubral  water  and  sewer  needs.  AVith  the  expansion 
f>f  the  <;rant  authority  to  include  tlie  other  kind*^  of  development  iH'oj- 
ects  enumerate<l  in  title  I,  $:i()0  million  would  be  far  from  adecpiate. 
AVe  think  it  would  be  Ix^tter  to  take  the  limit  off  entirely. 

Senator  Hi'MPnuKY.  To  take  it  off  and  just  leave  it  open  iii  the  li<rht 
of  what  a])pr()priations  you  can  ^rot  i 

yiw  Mrim  \Y.  That  is  ri<rlit  IxH-anse  you  are  <roin<2:  to  need  all  of  the 
^"]00  million  if  you  are  *xo\n<r  to  put  in  the  kind  of  a  .sewer  and  water 
pi'ooiam  that  is  needed,  and  that  would  leave  nothing:  for  the  other 
])roi>:rain8.  ^ 

No.  7  would  be  the  elimination  of  the  $15  million  planning 
<i:rant  ceilin^r  in  the  Consolidated  Farmei*s  Home  Administration  Act 
of  19()1,  section  ;^06(a)  (6),  and  amendment  of  the  paragraph  so  as 
to  permit  grants  for  other  krnds  of  planning  besides  water  and  seAVer 
projects  and  for  funding  of  nonrtietropolitan  planning  districts  as 
I)reviously  discussed. 

Senator  IIi  mphrey.  The  metropolitan-type  planning? 

Mr.  Murray.  Yes.  And  this  would ^Iso  be  foi*  funding  those  non- 
metropolitan  planning  districts  as  previously  discussed.  It  would  be 
up  to  the  Appropriations  Committee  to  decide  liow  much  money  to 
provide  for  this. 

Iir^I)  is  oidy  putting  up  $2  or  $'^  million  a  year  for  tlie  nonmetro 
districts  right  now.  So  T  think  we  could  improve  things  there. 

No.  S  would  be  to  authorize  Appropriations  Committees  to  set  the 
level  of  insured  programs. 
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As  Mr.  Partridge  testified,  suocossful  rural  dovolopnient  will  re- 
quire billioiis  of  dollars  in  financial  assistance  and  the  lack  of  suf- 
ficient funding  has  been  the  main  reason  for  the  ratlier  slow  progress 
,  in  revitalizing  rural  communities.  While  title  I  could  make  available 
financial  assistance  on  the  tremendous  scale  iiecessarv,  it  will  rest  with 
tlie  Administration  to  determine  annually  the  level  of  funding  for 
all  of  the  programs  under  title  1  since  they  will  be  finitnced  through 
insured  loans,  not  through  congressional  appropriatiims.  Kxperience 
shows  that  the  Administration  has  not  set  the  h>vel  of  Farmers  Home 
Administration  insured  loan  programs  at  realistic  levels.  Moivover, 
last  January  we  saw  how  the  Administration^- Avithout  any  consulta- 
tion with  Congress,  cut  a  half  billi%  dollars  from  the  fiscal  1971  in- 
sured rural  housing  loan  program. This  was  approximately  a  third 
of  the  J^mount  ($1.5  billion)  which  the  Administration  had  previously 
authorized  for  rural  l\ousing  in  fiscal  l971.  Fortunately,  the  Adminis- 
tration changed  its  mind  and  restored  the  program  to  the  original 
level.  '  . 

We  would  recommend  that  language  be  included  in  titlb  I  autlior- 
Izing  the  Appropriations  Committees  of  Congress  to  set  t\ie  le\(*l  of 
the  insured  programs  under  title  I.  We  believe  that  Congfcss  would 
be  more  responsive  than  the  Office  of  Management  and  lyudget.  It 
would  seem  to  us  that  if  Congress  agrees  to  pass  this  legislation  it 
would  be  committing  itself  to  funding  it  adequately.  Incidentally, 
the  Administration  requested  Congress  to  assunie-thts  iie^?fj^)iVsil)ility 
last  year  in  legislation  which  was  then  being  considered  by  another 
subcommittee  of  the  Senate  Agriculture  Committee. 

And  so  we  recommend  that  tlie  committee  agree  with  the  Adminis- 
tration on  this  point.  ^  '  ^ 

Senator  Httmpiirey.  We  will  look  into  that  again.  Each  of  these 
recommendations  we  will  ask  you  to  follow  through  on. 

Mr.  Murray.  We  would  recommend  amending  the  second  sentence 
of  section  306(a)(3)  of  the  Consolidated  Faimers  Home  Adminis- 
tration Act  of  1961  to  extend  from  October  1, 1971  to  October  1, 1973 
the  deadline  for  completion  of  comprehensive  plans  required  as  part 
of  community  facilities  projects.  It  is  our  understanding  that  a  sizable 
number  of  rural  communities  have  not  as  yet  completed  their  com-  ' 
prehensive  plansr. 

Senator  IIvjMPirREY.  That  is  true. 

Mr.  Murray.  And  if  they  don't,  they  will  not  be  eligible  for  con-  j 
strufction  grants.  We  think  they  should  be  ^ven  more  time  to  do  this. 
^  Senator  Humphrey.  I  thoroughly  agree  with  that.  I  think  that  date- 
line is  no 'longer  relevant  to  our  considerat  ion. 

Mr..  Murray.  And  number  (b)  may  seem  a  rather  unimportant 
recommemlation,  but  we  think  that  if  you  were  to  talk  to  countjr 
superviSoi-s,  you  would  find  that  they  consider  it  very  significant.  Thci| 
recommendation,  is  to  change  the  type  of  bonding  now  require^  for 
Farmers  Home  Administration  employees,  who  would  be  employees  > 
of  the  Farm  Development  Administration  arid  the  Sural  Enterprise 
and  Comrfhunity  Development  Administration,  from  faithful  per- 
formance of  duties  bonds  to  fidelity  bonds. 

Present  bonding  is  an  inhibiting  factor  in  the  delivery  of  FHA 
programs,  since  it  holds  FHA  employees  financially  liable  for  loss<»s 
^  resulting  from  procedural  errors  or  errors  of  inadvertence,  as  well  as 
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losses  caused  by  fraud  or  dishonesty.  Fidelity  b^Bds  would  protect  the 
Government  against  losses  from  fraud  or  dishonesty,  while  removing 
the  requirement  for  imposing  fiscal  penalties  on  employees  for  techni- 
cal, procedural,  or  inaavertent  errors. 

Tn  some  cases  pensions  of  county  supervisors  cx)iild  be  taken  away 
fpom  them  and  they  would  suffer  very  sevei-e  financial  losses  because 
^some  of  these  errofs  of  inadvertence.  ^ 

Senator  Hxtmphrey.  The  Federal  Housing  Administration  has  that 
same  type  of  bond  ? 

Mr.  Murray.  I  don't  know. 

Senator  Humphrey.  I  am  told  it  does. 

What  is  the  purpose  of  that?  In  my  office  I  have  to  assume  i-e- 
sponsibility  for  my  employees.  I  don't  go  around  fining  the  employees 
it  something  is  going  wrong.  If  ^ou  are  the  boss  you  are  in  charge. 
What  is  this  business  about  holding  an  employee  accoimtable? 
^  Mr.  Murray.  They  are  supposed  to  perform  their  duties  faithfully. 
They  have  all  lands  of  regulations  that  they  have  to  follow  and  if 
they  don't  follow  one  of  them  then  they  may  be  in  trouble. 

.Senator  HuMniHKY.  You  ran  fire  them,  caiVt  you  i 

Mr.MiKRAV.  Yes;  they  cari  fire  them. 

.Senator  IIvmimirkv. 'Demoted  i 

Mr.  MrRHAY.  We  are  not  tnlkiii*?  nhotit  dishonesty  or  fraud.  For  in- 
stance, if  a  county' supervisor  tor^^ets  to  liave  the' fire  insurance  re- 
newed on  a  lu)me  which  lie  has  made  a  loan  on,  he  could  be  held 
responsible. 

Senator  HrMriiRKV.  If  there  is  a  firr  i  I 

Mr.  Mi'iuiAY.  If  there  is  a  fire.  This  makes  fliem  more  cautious  tluMi 
they  would  he  otherwise,  because  they  have  this  tremendous  burden. 

Senator  HrMPHRKY.  I  su()f)Ose  there  is  a  reason  for  all  of  that. 

I  must  say  that  I  have  hired  some  people— Ave  had  to  have  fire  in- 
surance on  our  business,  but  1  never  held  a  bookkeeper  accountable. 
What  kind  of  a  crazy  reirulation  is  that  h 

Mr.  Murray.  I  would  like  to  know.  too. 

Senator  IIcmphuey.  We  W{)uld  have  to  look  into  tluit.  There  must 
he  ft  ^^ood  rea.son  for  it  somewhere  along  the  line,  or  maybe  somebody 
just^ot  angry  with  someone. 

Air.  MuKRAY.  Recommendation  (c)  relates  to  the  extension  of  j)ro- 
«rrains  authorized  under  the  (Consolidated  Farmers  Home  Administra- 
tion Act  of  11)01  for  at  least  4  years.  The  authority  for  present  FIIA 
l)ro«rrams  and»for  those  proposed  under  title  T  of  S.  2223  will  expire 
October  1  of  this  year  unless  extended.  We  understand  that  the  chair- 
man of  the  full  committee  has  introduced  legislation  extending  the  au- 
thority and  that  similar  legislation  has  been  ititroduced  in  the  House. 
Ei^rht  days  from  now,  present  conj^ninity  facilities  programs  of  FHA 
will  he  out  of  business  unless  Congress  takes  action  before  the  Octo- 
ber 1  deadline.  . 

As  to  (dK  proyisions  of  S.  1806,  we  would  suggest  that  the  subcom- 
mittee consider  including  in  title  I  certain  provisions  of  S.  1806  which 
the  Senate  has  alrwidy  passed  but  which  the  House  has  not  yet  begun 
to  consider.  Title  I  apparently  assumes  that  the  House  will  approve 
S.  1806.  If  t|ie  House  does  not,  however,  title  I  would  lack  some  yery 
important  authorities,  most  significant  of  which  is  the  increase  in  tfie 
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^^,]u!^!l!y^  (Vedit  Insurance  Fund  from  the  present 

W  i?*  ''r  -"'^  to  $500  million.  Witliotit  such  an  increase  in  the 
AC  1^  mlin^r.  It  would  not  be  i)Ossil)le  to  provide  tlx'  extensive  finanr- 
1  ^'i'nn  ^r"'*'r  ^  development  purposes  under  title  I.  In  fact, 
the  M)0  nullion  limit  approved  iu  S.  18()(>  nii^rht  well  he  increasi^d  sub' 
staiitially  or  eliminated:  m  view  of  the  billions  of  dollars  of  fiuanciuff 
wJncIi  will  be  re(jnired  to  carrv  out  the  i)urposes  of  title  I 

\\  v  would  point  out  that  the  ceilin^r  on  the  A(^IF  is  notYi  spendinir 
reiJm^r  It  IS  the  limitation  on  the  amount  of  notes  that  ran  he  held 
in  tJie  tuiui  at  any  one  time.  The  present  limit  is  $100  million,  which 
of  coui-se  IS  not  enough. 

i^xTlV'/^?^^'®  ^^^^^"^^^"^''"t  and  Budget  sets  the  level  for  the  various 
KMH  V  insured  loan  programs,  the  funds  for  which  are  raised  by 
the  sale  ot  notes  on  the  private  market. 

Another  significant  provision  of  S.  1806  is  the  increase  in  the  stat- 
utory  limit  for  a  water  or  wa.ste  disposal  loan  from  the  present  $4 
million  u|)  to  $10  million.  The  existing  ceiling  could  prevent  rui^ 
>yater  aru  . or  sewer  ass'ociat ions  from  merging  since  the  total  amount 
tJiat  can  he  owed  tMHA  cannot  exceed  $4  million. 

In  achlition,  it  is  likely  that  under  the  comi)rehcnsive  rural  devel- 
opment authorized  by  S.  2i>:>;i,  tlie  $4  million  gften  will  be  inadecniate 
to  hnance  the  larger  water  and  sewer  .systems  that  will  i)e  neeih'd. 

Senator  IlrMPHKKv.  Wliere  is  S.  1H(H)  now  ^ 

Mr.  Ml  HK.w.  It  was  passed  by  the  Senate. 

Senator  III  mpiikky.  Is  it  now  in  committee  ^ 

Mr.  MrimAv.  The  House  has  not  started  considering  it. 

Senator  IIi  mimiukv.  Isn't  that  tiic  iogislation  to  extend  all  tliese 
programs  ? 

Mr.  Mnnuv.  It  is  the  legislation  to  make  opera! ing  loans  insured 
ancl  to  do  a  number  of  other  things.  I  think  I  have  a  co^n-  of  it  with  me. 

Senator  HrMPnitKv.  AVe  will  check  it  out.  I  ju.st  wanted  to  he  sure 
what  tiic  status  of  it  was  in  the  other'hodv,  whether  there  have  been 
hearings.  ' 

Mr.  MruiiAV.  It  has  not  come  up  fr)V  hearings.  1  think  it^  provision^ 
will  be  included  in  .-^  nie  other  House  l)ills. 

(Miairman  Poage  is  introducing  a  hill  today  and  (\)ngiessinan  Pur- 
reli  introduced  a  bill  last  week  which  contains  most  of  the  provisions 
in  S.  lsor>.  It  seems  to  us  that  if  title  f  is  going  to  be  a  complete  bill 
It  might  be  better  that  it  doesn't  assume  that  S.  is(i(;  is  goinir  to  be 
passtMl.  ,  . 

♦Senator  Hi  mciihkv.  This  is  our  total  farm  credit  bill;  isn't  it  t 
Mr.  MriiKAv.  S.  ison^  No;  it  just  goes  to  these  particidar  points  I 
nu^ntioned  plus  st)me  others  and  it  makes  operating  loans  insmvd. 

(e)  Ainemhnent  of  section  :]:\  of  tlie  ( \)nsoli(hited  Farmers  Home 
Administration  Act  of  m\\  so  that  applications  fr)r  loans  made  for 
the  purposes  enumerated  in  title  I  are  not  re(iuired  to  be  submitted  to 
the  FMIIA  county  committee  for  certification  of  eligibilit v.  Thev 
would  have  to  be  submitted  iu  our  view,  if  that  amendment  isn't 
included. 

Tliis  is  the  .^aine  kind  of  cxemptir)n  accorded  nt)w  to  FIIA  coin- 
miinitjr  facility  loans,  soil  conservation  loans,  and  emergency  loans. 
I  dont  think  that  this  sul^committee  or  our  organization  feels  thnt 
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there  is  a  necessity  for  stlbniitting  loans  for  industrial  development 
to  the  county  committees.  They  serve  a  very  useful  purpose,  but  1  don't  i 
think  that  this  is  one  of  the  things  that  they  would  want  to  be  cou- 
cemed  with. 

Kecommendation  No.  10  has  to  do  with  ndditional  personnel.  In 
recent  j^ai-s  Farmers  Home  Administration  programs  have  been 
greatly  Expanded, Particularly  in  the  fields  of  housing  and  community 
facilities.  The  slicB^age  of  personnel  is  making  it  extremely  difficult 
for  the  agency  to  deliver  its  existing  programs.  It  is  logical  to  expect 
that  unless  it  is  able  to  increase  its  staff  by  several  thousand  employees, 
it.  will  not  be  able  to  effectively  discharge  the  additional  responsibili- 
ties which  title  I  assigns.  Thus,  in  large  measure,  the  successful  ini- 
plementation  of  this  legislation  depends  on  a  solution  to  the  problem, 
and  we  would  urge  the  subconimittee  to  do  everything  in  its  power  to 
solve  this  very  crucial  problem. 

Recommendations  Kelating  to  title  II  of  S.  2223,  known  as  the 
"Rural  Development  Financial  Resources  Act  of  1971." 

As  Mr.  Partridge  pointed  out,  we  are  not  in  a  position  todav  to 
comment  specifically  on  the  numerous  technical  details  and  complexi- 
ties of  title  II.  Therefore,  our  comments  and  recommendations  will 
be  of  a  general  nature. 

First,  the  overall  concept,  as  Mr.  Partridge  mentioned,  is  something 
we  can  fully  endorse.  Witnout  access  to  huge  amounts  of  capital,  there 
is  little  likelihood  of  revitalizing  rural  America,  which  we  consider 
so  essential  to  achieving  a  sound  balance  between  the  countryside  and 
the  cities.  ^.  - 

It  is  our  observation  from  reading  the  legislation  that  either  title  I 
or  title  II,  by  themselves,  could  supply  the  massive  financinj^  neces- 
sary for  the  rural  development  purposes  listed  in  the  legislation.  The 
purposes  cited  in  title  I  and  title  II  are  nearly  idonticaf.  Thus,  either 
title  I  or  title  II,  as  separate  pieces  of  legislation,  have  the  potential 
of  making  possible  the  kind  of  massive,  comprehensive  rural  develop- 
ment program  that  is  needed.  Title  II  has  the  additional  advantage, 
however,  of  providing  for  capital  augmentation  and  interest  subsidies 
which  are  certain  to  be  of  basic  significance  in  creating  new  job  op- 
portunities. 

Wliile  the- establishment  of  a  Federal  financing  institution,  as  called 
for  in  title  II,  would  undoubtedly  be  "of  tremendous  benefit  to  rural 
America  and  we  feel  very  definitely  it  is  needed,  we  do  wonder  whether 
it  would' be  best  to  establish  at  the  same  time  all  of  the  additional 
machinery,  including  10  regional  banks  and  several  hundred  district 
lending  agencies. 

It  is  possible  that  the  entire  banking  system  could  be  so  overbur- 
dened with  structure  and  staff  in\its  early  years  that  itf^  chances  of 
succeeding  would  be  hampered  TVV^vould  recommend  that  the  com- 
mittee give  this  matter  very  cafrfufstudy  and  consider  as  an  alterna- 
tive having  the  banking  "system  evolve  more  gradually,  as  the  needs 
reoufre. 

It  is  our  feeling  that  title  II,  in  its  present  form,  may  have  too  many 
restrictions  and  that  because  this  is  %  pioneering  venture,  it  might  be 
wisest  to  make  the  legislation  more  flexible.  It  can  always  be  tightened 
at  a  later  date. 
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Title  n  specifically  i*eqiiire8  the  Farm  Oedit  Administration  to 
perform  a  number  of  important  functions  which  undoubtedly  wQuld 
make  it  necessary  for  Fi?A  to  expand  its  staff  considerably.  Wnile  this 
would  appear  to  be^irtogical  ana  practical  arrangement,  we  do  ques- 
tion whetjier  the  Enrm  Credit  Administration  and  its  members  would 
agree  to  taking  on:  these  tasks. 

During  the  consideration  of  recent  Farm  Credit  Administration 
legislation  we  observed  that  a  number  of  its  constituents  were  re- 
luctant to  assume  new  activities.  Whether  FCA  has  agreed  to  taking 
on  tiie  assignments  spelled  out  in  title  II  is  something  we  are  not 
aware  of.  If  FCA  has  not  agreed,  then  it  would  be  well,  it  seems  to 
us,  to  revise  the  legislation  so  that  alternative  sources  can  provide 
thoservicejl)  / 

tn  conclusion,  we  reiterate  our  feeling  that  the  banking  system 
,  established  by  title  II  may  be  overstnictured  and  that  thisjcould  prove 
detrimental  to  its  growth  and  success.  We  would  recommend  that 
/  provisions  be  made  for  the  system  to  evolve  more  gradually  in  keep- 
\ntr  with  the  needs  as  experience  indicates. 

In  brief,  we  suggest  that  title  II  be  simplified  and,  in  addition,  be 
made  more  flexible  so  as  to  avoid  creating  any  more  strictures  than 
absolutely  necessary.  Redtape  has  been  a  primary  factor  in  stifling 
and  slowing  down  rural  development.  This  legislation  should  seek  to 
k(M»n  thi^  redtape  to  an  absolute  minimum. 

We  confjratulate  the  subcommittee  on  the, efforts  it  is  putting  forth 
in  behalf  of  rural  ^revitalization,  as  demonstrated  by  this  compre* 
he^^sivc  and  imaginative  legislation. 

And,  Mr,  Chairman,  I,  would  like  to  bring  to  your  attention  two 
resolutions  which  were  passed  at  recent  XRECA  regional  meetings 
,  wMch  Mr.  Piirtridire  j^^tender^.  T^e«^o  resolutions  commend  this  com- 
puttee,  ntid  you  in  particular,  for  the  tremendous  job  you  are  doing  on 
the  ffT^cusing  the  Nation's  nttpntion  o?i  the  ne^d  for  rural  development 
and  we  all  owe  yon  a  deep  debt  of  gratitude  for  your  work  on  holialf 
rwral  America.  • 

Senator  Ht^phrey,  Thank  yon. 

We  will  put  those  in  the  record  here. 

(The  resolutions  referred  to  follow :)  * 

Resom'tion  Adopted  at  XHECA  Region' at  MEKTrNOR.  roi,(^Mnrfl  Oitio,  SEr»TEM- 
BER  12-14.         A\D  Deb  Moixks,  Iowa,  Sepjember  1^17, 1071 

RrUAL  DEVEIX)PME\T  TIEART.\-08 

^Vhereas,  povernmentnl  artloDR  in  the  ftold  of  rural  (levplopment  NtUl  are 
frnomif^ntfKl  nnd  tnndequnte  dosnlte  the  ronfrro»nionnl  rommitment  in  the  Apri- 
rnltural  Art  of  1070  to  pive  hipheat  priority  to  thi.*»  problem  area:  now,  there- 
fore, be  It 

Resolved,  That  we  commend  the  Rural  Development  Subrommlttee  of  the 
Senate  Afcrlrultnre  Committee  inrludinjir  its  chairman,  Senator  Hubert  H.  Hum* 
phrey.  and  It8  members  for  holding* hearings  in  various  parts  of  the  country  to 
determine  what  government  actions  are  nee<led  :  and  he  it  further 

Resolved,  That  we  urge  the  ConprresR  to  follow-up  promptly  on  the  basis  of 
the  Sobcommittee*H  findings  with  leglRlation  and  finan-cing  to  carry  otit  more 
aggressively  rural  development  programs.  ^ 

Senator  Humphhbt,  Mr.  Murray,  may  I  say  that  I  think  your  ob- 
servations in  title  II  can  be  very  helpful  to  us.  I  think  it  would  be  very 
helpful  to  us,  because  when  something  like  this 'is  too  complicated  it 
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always  raises  doubts  and  qiiestions'and  causes  us  more  difficulty  in  get- 
ting it  enacted.  We  don't  want  that  to  happen.  The  idea  of  titjle  II  was 
'  not  to  involve  it  in  the  affairs  of  the  Farm  Credit  Administration,  ex- 
cerpt to  use  FC  A  for  a  few'  functions. 

For  e.^ample:  The  (iovernor  of  the  Farm  Credit  Administration 
would  sit  on  tlie  board.  That  is  just  so  tliat  we  liavi^  a  sort  of  an  over- 
alls iew  of  all  t>  pe^s  of  ci-edit  that  kre  bein^  extended  to  niral  America, 
and  ^xet  the  benefit  of  this  man's  judgment  and  his  experience.  AVe  are 
recommending  that  the  bank^examinei-s  of  F('A  be  used  so  thfkt  w(* 
wouldn't  have  to  establish  another  structure  of  this  type. 

After  all,  the  Farm  Credit  Administration  hris  experience  in  ex- 
amining its  credit  facilities. 

And  third,  we  would  use  tlieir  salesmen,  so  to  speak,  fortlie  purposes 
of  s^ingsecunties.  Other  than  that  the  Farm  Credit  Administration, 
doeHii^tflmve  any  other  functions  toperform.  ' ^  ^ 

Therefore,  we  didn't  think  we  were  overburdening  them  except  to 
ask  them,  X«.  1 :  To  have  their  governor  serve  on  the  board;  and  sec- 
ond, to  have  their  bank  examiners  do  whatever  examination  is  re- 
quired ;  and  third,  to  use  their  salesmen  in  selling  our  securities. 

Now,  you  have  the  National  Board,  the  Rurdl  Development  Credit 
Board.  That  is  under  title  II,  which  establishes  the  RuriU  Develop- 
ment Credit  System  and  the  regional  banks.  The  purpose  of  the  latter 
is  to  give  due  consideration  to  regional  differer\ces  in  the  country. 
When  W(^  fail  to  allow  for  these  differences  we  riin  into  all  different 
kinds  of  pi*oblems.  There  are  many  variabl(?s  in  this  Nation,  particu- 
larly when  you  get  into  development. 

t\w  rase  of  flEA,  to  be  sure,^ou  need  electrical  energy  aH  across 
rural  America.  But  when  you  get  into  rural  development  and  the  kind 
of  industrial  development  and  the  kind  of  community  facilities  that 
you  need  you  run  into  geographical  problems,  problems  of  climate, 
problems  of  social  habits  and  patterns,  and  we  thought  that  the  re- 
gional approach  would  give  more  intimate  attention  to  the  needs  of  an 
area.  And,  tho«(^  regional  banks  would  haie  to  be  staffed  bypeople  who 
are  from  the  region.  You  don't  reach  out  and  pick  out  somebody  from 
New  York  to  be  a  regional  board  member  in  Denver,  or  somebody  from 
All)U(iuei(|ue  to  be  a  regiona Inboard  member  in  the  Boston  or  New 
England  ixnni.  You  try  to  keep  some  identit.y  witli  the  region  being 
served. 

A^  far  as  the  others  are  concerned,  they  are  already  established 
groups.  The  multicounty  financial  agencies  are  already  there;  they 
will  become  part  of  the  multicounty  planning  groups.  And*the  local 
banks  and  the  (iroveinment  units  are  already  there.  They  are  really 
not  new  offices.  In  fact,  th^  idea  is — and  we  may  not  have  spelled 
it  out  correctly,  which  is  why  we  need  to  review  this  very  car^fiiUy — 
that  we  would  use  ongoing,  existing  offices,  rather  than  to  estan^sh  a 
whole  new  network  of  offices.  ^ 

NoAv,  I  would  suggest  that  when  you  get  the  time  that  wo  might 
want  to  go  over  that  with  the  staff  and  prepare  a  memorandum  on  it 
for  the  members  of  the  committee.  I  am  sure  that  the  committee  would 
be  very  interested  in  your  observation  to  simplify  title  II  to  avoid  de- 
velopment of  a  whole  system  of  offices  with  hundreds  of  thousands  of 
new  employees  across  the  country.  That  is  the  last  thing  I  want,  I  can 
tell  you.  .  . 
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I  think  that  we  ought  to  be  pulling  things  togSTheWather  than 
adding  another  layer  of  bure?iucracy  or  banking  structu^  or  what- 
ever you  wish  to  call  it.  So,  we  will  look  into  that. 

I  have  talked  with  Mr.  Baker  while  you  were  mentioning  that. 
We  don't  want  to  create  a  monster  herfe. 

Mr.  Murray.  We  agree  that  the  arrangejnent  with  FCA  is  a  sensible 
one  but  we  raise  the  question  as  to  whether  FCA  wants  to  do  this. 

Senator  Humphrey.  You  are  wondering  if  FOA  really  wants  to 
doit? 

Mr.  ift'RRAY.  Yes.  You  may  need  to  add*  an  alternative  source  for 
tliese  services  in  case  FCA  does  not  want  to  provide  them. 

Mr.  P:vrtrtim;e.  Farm  Credit,  as  the  chainnan,  I  am  sure  is  aware, 
does  have  some  problems  in  a  couple  of  districts  wiiich  have  not  ,sup- 
ported  tlie  expansion  of  the  authority  to  Farm  Credit  specifically.  The 
Houston  and  Berkeley  Districts  have  not  been  in  accord. 

Senator  Humphrey.  One  of  the  problems  that  we  have  with  every 
one  of  these  agencies,  once  they  get  established  and  have  made  it, 
they  don't  wnnt  to  move  into  new  or  otlicr  areas.  Now,  the  Farm 
Credit  Administration  has  been  a  vi?rv  succe^ssful  enterprise.  1  think 
oue  of  the  reasons  that  we  are  somewhat  encouraged  by  this  kiiid  of 
proposal  is  that  these  banks  pay  back,  in  a  relatively  short  period  of 
time,  this  investment  of  primary  or  initial  capital  provided  out  of  the 
Federal  Treasury. 

We  had  amazmg  testimony  liere  yesterday  from  the  Bank  of  Xoii:Ii 
I)akota.  which  was  establisfied  in  1019,  which  liad  to  be  considered 
obviouslv  as  a  (^onnunnist.  Socialist  plot  at  the  time.  They  put  in  a 
conph'  of  million  dollars  of  capital  and  it  is  paying  out  this  year  $7 
million  alone  in  profits  to  the  State  of  North  Dakota.  It  has  paid  out 
millions  and  millions  of  dollars  and  of  cotirse  all  the  vState's  capital^ 
or  original  investment  has  bee^  repaid.  It  js  kind  of  hard  to  lose  money 
in  banks, unless  the  country  ]ust  goes  broke;  it  has  that  interest  that 
works  24  hours  a  day, 

I  want  to  mention  one  thing  else.  You  mentioned  tliis  researcli  and 
deveio|)me!it- -I?.  &  I). — program,  that  tlie  \mnk  is  authorized  to  do. 
/     ^Ir.  MURR.VY.  T  was  speaking  of  title  T.  y 

Senator  Humphrey.  FHA  would  be  autho/fzed  to  do  all  that. 

Mr.  M\trray.  Yes, 

Senator  Humphrey.  We  have  had  some  comment  from  the  State 
agricultural  experiment  stations  as  to  whether  they  might  fit  into  tliat 
picture*  and  our  extension  service. 

Mr.  MiTiRAY.  J  think  the»agency  that  is  responsible  for,  sav.  making  J 
the  loan,  whethet  it  is  a  housing  loan  or  whatever  else,  ought  to  have 
also  the  autliority  to  run  the  research  progiam.  Now,  it  is  possible  they 
couhl  contract  with  Hje  .State  experiment  stations  to  do  specific  tilings, 
and  certainly  they  should  if  they  have  this  capabilitv.  But  we  have' 
research  over  at  the  Department  now  :  EES,  but  it  really  doesn't  relate 
to  what  kind  of  housing  is  best  in  the  rural  areas,  or  physical  research 
that  is  needed  in  the  housing  field.  How  do  we  get  houses  that  people 
"can  afford  ?  These  people  make  less  than  $8^000  a  jrear  and  lots  of  th(^ 
make  only  $5,000.  How  can  we  solve  the  sewer  problem?  And  if  we 
don't  solve  the  waste  disposal  problem  we  cannot  have  much  of  a  hous- 
ing program  ? 
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Senator  Hukphret.  We  have  actual  testimony  on  this  and  there  are 
all  kinds  of  problems  with  rural  housing  development  which  I  agree 
have  not  been  met  as  yet.  • 

Mr.  MuKRAY.  We  did  a  little  research,  a  very  minor  thing,  on :  How 
can  you  step  up  Farmets  Home  delivery  of  its  housing  program  ?  Now, 
normalljp  the  county  supervisor  has  to  interview  every  loan  applicant, 
and  make  out  a  lengthy  application.  It  took  him  a  long  time  to  do  it. 
Our  peoDle  developed  a  selr-packaging  application,  where  the  builder, 
or  Rural  Electric,  witK  some  instruction  jrom  the  county  j^upervisor, 
would.get  this  material  for  him  and  save  him  houi-s  and  hoijrs  and 
weeks  of  time.  ' 

Mr.  Partriwje.  Mr.  Chairnmn,  on  the  iVHean  h  and  development, 
the  Rural  Electrification  Admimstration  had  ff)r  many  years  a  Tech- 
ni(»al  Standards  Division,  a  relatively  small  division,  hut  it  did  do 
work  through  the  Agricnltural  Research  Service,  and  through  the 
extension  service,  and  tl.ir6ugh  the  [irivate  sector  us  well,  with  manii- 
factnrers.  (entering,  though,  in  RIvA's  as  it  did,  it  did  have  the  re- 
sponsibility for  deve]()f)ing  stimdanls  for  line  materials  and  ecjuip- 
nient.  And  the  same  thing  miglit  he  translated  f>ver  (o  water  and  sewer. 
It  was  a  very,  very  key  factor,  we  think,  in  the  success  of  the  rural 
electrification  ])r()gram  in  reducing  costs  a^id  standardizing  so  that 
equipment  and  materials,  et  cetera  were  the  same  from  one  system  to 
the  other.  Tlie  redu(*tioiv  in  c(;st  was  directly  attributable  to  that  work 
and  of  course  non^j  of  these  systems  that  were  built  are  cai)able  of 
^  linking  to  other  systems,  which  is  jdso  a  tremendous  advantage. 

Tlie  same  thing  could  apply,  I  am  sure,  to  wate^*  and  sewer,  and  as 
Mr.  Murray  mentioned,  there  is  additionally  the  need  for  research 
and  development  in  hou.sing.  Some  this  is  l)eing  done  currently  at 
the  State  levels.  We  know-  in  Illinois,  for  example,  the  State  of  Illinois 
has  done  a  good  bit  f)f  work  in  this  field,  but  it  has  not  been  specifically 
related,  I  think  to  the  needs  of  rural  people. 

Mr.  MiRRAY.  IIUI)  has  this  capability,  and  is  given  money  to  do 
this  ki nd  of  thing. 

Senator  Humphrky.  The  financing  of  rural  housing  other  than 
FHA  is  a  very  serious  problem. 

Mr.  Partrtwjk.  Yes ;  it  is. 

Senator  HrMpiruEY.  You  can  finance  a  house  in  the  metropolitan 
suburb  and  you  get  a  9(bpercent  loan  guarantee.  And  you  go  out  to  a 
little  town  25  or  30  miles  from  the  suburb  in  the  country,  and  they  ^ 
give  you  a  60-percent  guarantee. 

Mr.  Partridok.  We  know  this  very  well. 

Senator  HrMPHREY.  This  is  gross  discrimination*  This  is  where  a 
go\;ernriiental  policy  actually  works  against  urban  afid  ^ural  people. 
It  is  contrary  to  the  law.  I  get  so  fed  up  with  the  Government  because 
it  so  often  violates  the  law  itself.  It  is  all  the  time  puttinfif  people  in 
jail  because  they  vk>late  Taws  but  nobody  puts  anybody  in  Government 
^  in  iail  because  they  violate  la  ws»  * 

They  have  a  law  on  the  hooks  that  rural  bousing  is  the  highest 
priority  in  the  Nation  and  then  they  get  re<rulations  that  absolutely 
violate  the  law. 

And  we  have  an  employment  act  which  says  you  are  supposed  to 
have  maximum  employment,  t<^6,  but  no  one  pays  any  attention  to 
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those  laws.  The  one  that  they  like  to  enforce  is  the  revenue  ser\  i(e 
law  andacoupleof  othei'S.  ». 

You  really  ou^ht  to  pound  away  in  your  journals  o\\  tins,  and  1 
amsureiyouhave. 

But,  What  excuse  is  there  for  financing,'  a  home  in  a  suburb  of  a 
nietroiwlitan  ai-ea,  or  a  new  development.  They  just  ^^^t  the  shwp  otT 
the  j^round,  and  mnove  the  trees,  because  that  is  the  fii-st  thing  they 
always  do:  clean  out  all  of  the  trees;  and  then  you  brin^  on  the  bull- 
dozers: the  bulldozers  are  apiinst  (jod;  they  come  in  and  clean  out  all 
his  works  immediately— and  then  they  come  in  and  they  fmance  it  at 
i)0  |)ercent.  But  if  you  are  out  5  miles  beyond  the  new  subdivision  you 
^et  ()0-i)ercent  financing, 

Mr.  r.umuofJK,  If  you  can  get  it,  Mr.  C'hainnan. 

Senator  Hi  mpurky.  If  you  can  get  it. 

Mr,  PvHTRnxiK.  You  often  cannt)t.  As  a  nnitter  of  fact,  we  agree 
completely  with  the  chainnan.  It  is  our  observation  that  onr  housing 
pn)giains  in  t\\\^  conntry  work  in  the  direction  of  expanding  urban 
sprawl,  rather  than  ])]acing  housing,  Avater  and  sewer  and  jobs,  and 
so  on,  oui  into  the  open  coiiiitiy.  This  luis  been  our  observation  and  it 
si  ill  is  and  we  are  very  nuich  concerned  about  it. 

SiMmtor  IIi  MPUKKY.  I  like  what  yo\i  have  done  here  in  identifying 
what  \iV  mei(i»  by  ^'rural  territory."  *K\»ral  territory  is  not  just  the  0  or 
s  acres  (u  'a  thousand  acres  of  faVmland:  it' is  that  and  the  rural  coni- 
numitv,  the  .^inall  (ow  n,  the  .^ujall  <'ity  of  rural  America.  And  of  course 
that  IS  where  your  KI^As  are  fitting  into  tliis  picture  scrbeautifully. 

I  think  for  the  pur])Ose  of  rnra]  elect iMciatioii  we  have  to  be  thinking 
in  ternjs  of  not  just  a  line  froni One  farm  to  another,  Init  when  we 
start  to  talk  about  rural  developnuMit  we  are  talking  abo\it  a  farm  and 
market,  farm  and  commimity,  what  yon  might  call  a  noiunetropolitan 
connnnnity,  in  the  farm  areas.  And  \ve  have  had  some  good  comment 
from  some  of  your  members  on  that  as  we  have  traveled  aro\md  the 
country.  They  hnve  been  most  hel[)fuK  1*  might  add. 

1  have  kept  you  lo!»g enough. 

Mr.  PARmiDOE.  We  are  ay)preciative  of  the  time  you  have  given  uS, 
We  are  very  nnich  interested  in  this  legislation,  and  we  will  look 
forward  to  working  with  the  conmuttee  and  the  committee  staff  as  the 
legislation  develops. 

Senator  IIvMniREV.  I  want  you  to  know  that  the  reason  I  occa- 
sionally ijjterriipted  you  with  these  little  outbursts  is  that  I  am  hope- 
ful thai  an  agency  of  the  (Tovernment  will  read  this  testimony,  but 
having  been  downtown  for  4  years,  I  don't  expect  it. 

()i»e  ot  the  ffreat  disillusioning  things  injny  life  was  to  be  sort  of 
a  hybrid  men»ber  of  the  executive  branch.  That  is  why  I  same  back  to 
Congress.  I  know  why  Congress  is  frustrated  and  angry.  They  sort 
of  feel  downtown  that  they  are  sort  of  stupid  up  here  ;  that  they  don't 
know  what  we  are  talking  al)out  and  some  of  us  are  kind  of  cagey  old 
rascals,  you  know*^  we  might  know  how  to  trip  them  up  a  little  bit. 

Mr.  PAK-rRiDOE.  I  do  thmk  that  this  legislation,  centering  as  it  djoe 
in  the  Departnient  of  Agriculture,  has  full  and  expanding  authorit 
will  go  a  lot  fuilher  than  anything  that  "has  happened  thus  far 
correct  some  of  these  problems. 

Senator  HrMPHREY.  Thank  you,  sir. 
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ri:!^'*^'!'*'""/'"^^"^"*'''"  snbmitted  by  the  Xationnl  Rural  Electric 
Cooperative  Association  is  as  follows :)       ,  i-^iectiic 

Xatio.vai,  I^riui.  Electric  CoopEnATivE  AsaociATio.v 
-Mr.  John  BAKtn,"  '  «  ^yashini/trm,  V.V.,  SvpUmber  i9,  m/. 

Subcommittee  o«  Rural  n,vrlop,„e„f,  01,1  Senate  Office  liuil,U„o,  M-qxUimon 

Ke(*ommen(latlonN  for  Title  I- 
taeed^recnZ'^^^^       V^)ni>nunities  below  5.500  |u>pulati<m  will  not  be  di.sadvan- 
SiH  be  "l;^^^  I^opulation  to  35,fK)0.  This  provisio,    ou  1 

Zl^Tm^^^^^^^^^  "tlditional  language  in  the  amenUnfe  it 

1061      ^"*^^^^^7>  ''^        Consolidated -Farmers  Jloine  Administration  Art  of 

.J;w""^fi,""T/v^  H'"^  Department  of  ARricuiture  to  "Department  of  Vcri- 
a  Saratrli^r  ^"^^  inHuded  inTille  I,  or  offerX 

3  Assign  mission  for  comprelien^ive,  naticmwido  rural  area  develonment  to 
f^.i  ^llV'^'V  ''^  «»d  the  responsibility  f«r%-o<)rdina  fon  wi^^^^^^^^^ 

!ftnnio  ^T"**"^'."."'^  V^^  ""^'^^^  ""^^  organizations.  This  rould  be  eitb^^^ 

siinple  s  atement  to  the  .efife(*t  that  the  Department  of  Agricultnre  is  ass ign^^^ 

tinh  1"'^"''  f^.  Knterprise  and  ComnmnitV  iTvelopS  Adi?!^' iistra- 

lendingaS^^^^^  '''''''  federal/state  and  pritafe 

-The  Serretary  may  participate  in  joint  finnncing  fn  rural  area^  with  the 
Eeononiic  Dev.elopment  Administration,  the  Small  Business  A(fmin'^?at  o  and 
a/enoreT'Ir^  and.lTban  Development  and  other  federal  an^^^ 

fn«.?«  '//^  With  private  and  quasi-public  financial  institution's  through  joint 
loans  and/or  grants  for  the  planning,  development,  and  eonstr  u  tion  of  rura 
community  development  projects/' 

0.  Authorize  R.E.&r.D.A.  to  fund  non-metropolitan  planning  and  development 
districts  as  defined  by  the  lfi68  Housing  Act.  as  well  as  Economic  DevelopmeSt 
Districts  as  designated  by  the  Secretary  of  Commerce  iinder  Title  IV  of  the 
DiMfX.^'''^  Mfi^^  Economic  Development  Act  of  l^io,  and  Local  Development 
Acfonoen^  ^^^^  Appalachian  Regional  Development 

.  Section  ^(a)(6)  is  amended  by  striking  all  after  the  word  ''grants"  and 
inserting  thereafter  -^to  public  bodies  and  non-metropolitan,  multijurisdictioDal 
agencies,  or  other  agen<Mes  as  the  SetTetary  may  determine  for  the  purposes  of 
preparing  comprehensive  plans  for  rural  area  developHient  and  of  ^emploVing 
peri^nent  stalT  for  the  multijurisdictional  agencies."  (The  above  amendment 
al.so  elirainatei?  the  $15-mmion  planning  grant  ceiling  which  was  part  of  our 
recommendation.) 

7/Provide  R.E.  &  CD. A.  with  research  and  dev%)pmen6  capability : 
TOis  couia  be  an  amendment  to  section  331(c)  :  "Within  the  limits  of  appropria- 
tions  made  therefore,  make  necessary  expenditures  for  purchase  oi'hire  of  pas- 
^  senger  vehicles,  for  research  relating  to  rural  area  development,  and  for  such  other 
facilities  and  services  as  he  may  from  time  to  time,  find  necessary  for  the  proper 
administration  of  this  Act 

^vfJiminate  the  $300-million  construction  grant  ceiling  in  section  103: 
"Tne  Secretary  is  authorized  to  make  grants  to  finance  specific  projects  for — 
'V.  Authorize   appropriations  committees   to   set   level   of  insured  lending 
programs; 

"The  Secretary  may  insure,  loans  as  provided  in  this  Title  in  such  amounts  as 
may  be  authorized  in  appropriations  acts." 

10.  Extend  deadline,  for  completion  of .  comprehensive  plans  required  as  part 
of  community  facilities  projects : 

'^Section  306(a)  (3)  is  apended  by  striking  '1971'  and  inserting  in  lien  thereof 

42  [f; 
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11.  Change  type  of  bonding  fr&m  faithful  perfornian<;,*e  of  duties  bonds  to  fidelity 
bonds:  '    %  ^ 

Section  331  <c)  is  amended  by  deleting  the  semicolon  after  the  word  **Acft"  and 
inserting  in  lieu  thereof  a  comma  and  by  adding  thereafter  the  following :  "and' 
may  obtain  fidelity  bonds  protecting  the  Government  against  fraud  or  dishonesty 
by  employees  of  the  Farm  Development  Administration  and  the  Rural  Enterprise 
and, Community  Development  Administration  In  lieu  of  faithful  performance  of 
duties  bonds  imder  section  14  of  title  6,  United  states  Code,  and  regulations  issued 
pursuant  thereto,  but  otherwise  In  accordance  with  the  provisions  thereof;". 

12.  Increase  from  $4»million  to  $10-millldn,  or  better  still,  eliminate  entirely  the 
ceiling  on  water  and  sewer  loans  In  section  306(a)  (5).  If  ceiling  is  to  be  increased, 
then  section  is  amended  by  striking  •'4,000,000"  and  inserting  **10,000,000."  If  the 
ceiling  Is  to  he  eliminated,  the  entire  paragraph  (5)  should  be  striken  and  the 
subse(iuent  paragraphs  renumbered  accordingly. 

13.  Extend  authorities  for  loans  under  the  Consolidated  Farmers  Home  Admln- 
Lstration  Actof  19«1: 

•  Section  308  Is  amended  by  striking  'until  October  1, 1971*  and  Inserting  In  lieu 
thereof  'Loans'." 

14.  Increase  celling  of  the  Agricultural  Credit  Insurance  Fund  from  olOO- 
mUlhm  to  $5(K)-nilllion  : 

Section  ;W(f)(l)  is  ninended  by  changing  '*^m000,0()0"  to  •"$500,000,000." 
If).  Other  provl8lo«s  of  S.  180G:  The  language  for  these  woi|ia  start  with  ilne 
3,  imgo  2.  of  S,  isot).  jiiid  (-ontlmu*  tlirongh  line  4  of  |)age  3. 
Title  II  of  a.  2223  : 

1.  Assurances  for  communities  under  5,500  population  that  they  will  not  be 
disadvantaged  because  of  the  Increase  In  the  population  limit. 

2.  Pnmsion  to  permit  the  banldng  system  to  evolve  gradually. 

As  we  pointed  out  in  our  testimony,  we  are  desirous  of  seeing;  the  banking 
system  suc(*eed  and  have  reservations  that  If  It  is  overburdened  with  too  murh 
structure  and  staff  in  the  early  years.  Its  chances  of  success  might  be  hampered. 
Therefore,  wc  would  n^-onimend  riiat  cf>nsideration  Ite  given  to  a  more  gradual 
develo|)ment  of  the  Kystem.  For  example,  perhajis  Instead  of  ten  banks  In  the 
beginning,  provision  could  be  made  to  permit  a  lesser  number  to  be  established, 
as  the  needs  Indicated. 

3.  Provision  that  In  case  Farm  Credit  Administration  cannot  or  does  not  wish 
to  i»rovide  the  services  which  Title  II  makes  It  mandatory  for  FCA  to  furnish, 
another  source  for  these  services  could  be  used. 

4.  More  flexlhlllty  In  Title  II : 

Generally,  we  would  recommend  that  the  restrictions  be  kept  to  a  minimum 
so  as  not  to  create  unnecessary  red  tape  that  could  be  detrimental  to  progress 
in  rural  area  development.  As  we  pointed  out,  the  legislation  can  always  be 
tightened  at  some  future  date  If  such  tightening  Is  necessary. 

Some  specific  recommendations  In  regard  to  the  above  would  Include  endorse- 
ment of  the  Co-op  League's  suggestions  dealing  with  Section  Oil  and  Section 
805(b)(5).  Further,  we  would  recommend  that  section  804(b)(5)  also  be 
amended  In  the  game  manner.  The  word  "sub.stantlal'*  gives  a  little  leew^ay  which 
might  make  It  possible  for  otherwise  worthwhile  rural  development  projects  to  . 
be  uAdertaken,  whereas  the  present  wording  would  automatically  prohibit  them. 

As  Bob  and  I  both  emphasized,  S.  2223  is  one  of  the  boldest  and  most  Imagina* 
tive  pieces  of  rural  development  legislation  ever  to  be  proposed.  We  hope  our 
recommendations  will  prove  helpful  In  strengthening  the  bill. 
Sincerely, 

WnXlAM  E.  MUBIUT, 

Legi9lative  Repreneni  afire. 
NSenator  Hr^rPiiREY.  The  noxt  witness  Avill  be  Moiisignor  Weber. 

STAmiENT  OF  MSGR.  JOHN  GEORGE  WEBER,  EXECUTIVE  DIREC- 
TOR, NATIONAL  CATHOLIC  RURAL  LIFE  CONFERENCE,  DES 
MOINES.  IOWA 

Wonsignor  Weber.  Mr.  Chairman  and  members  of  the  committee, 
my  name  is  John  George  Weber.  I  am  the  executive  director  of  the 
National  Catholic  Eural  Life  Conference  whieh  also  constitutes  the 
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Division  of  Rural  Life  of  the  U.S.  Catholic  Conference.  Our  organiza- 
tion hofi  offices  in  Des  Moines,  lowa^  and  Washington,  D.C, 

I  am  grateful  for  this  opportunity  to  appear  l^fore  you  today  and 
^  share  with  you  our  viewpoints  regarding  rurad  development.  Through- 
out our  47-year  history  we  have  been  committed  to  tne  betterment  of 
rural  people  and  their  communities. 

Beiore  I  continue  l^will  say  that  I  don't  claim  to  be  an  'expert  of 
rural  credit,  and  so  on,  and  therefore  my  presentation  is  going  to 
center  more  on  the^  philosophical  approach  and  the  moral  approach 
on  this  rural  development. 

During  this  past  decade  our  Nation  had  an  annual  average  of 
600^000  casualties  in  rural  America  from  the  cost-price  squeeze  war 
raging  in  agriculture.  They  came  limping  and  hobbling  to  urban  centers 
and  ghettos  seeking  first  aid*  As  a  compassionate  Nation  we  have 
responded  with  many  different  kinds  of  aid  and  assistance. 

However,  as  Vip  Nation  we  have  not  halted  the  war  which  is  causing 
these  casualties.  It  is  indeed  noble  to  aid  the  victims  of  any  war,  but 
it  is  much  wiser,  'more  just,  less  expensive,  and  more  lasting  to  stop 
the  war  in  the  firs||^lace. . 

The  proposal  cbntained  in  S.  2223,  the  Consolidated  Farm  and 
Rural  Development  Act,  it  seems  to  me  will  go  a  long  way  in  stopping 
the  war  itself.  I  need  not"  remind  you  that  the  purpose  of  any  govern- 
ment is  to  promote  the  cdmrndn  good.  Public  authority  mus^  bear  in 
mind  the  interests  of  the  whole  nation.  This  means  it  must  strengthen 
all  three  areas  of  production — agriculture,  industry,  and  ser\'ioes  and 
simultaneously  and  evenly. 

This  has  not  been  the  case  for  American  agriculture  as  wi^essed 
by  the  great  exodus  from  rural  America  and  by  the  poverty  stricken 
people  left  behind.  Experience  has  taught  us  that  unless  public  au- 
thorities take  suitable  action  with  regard  to  economic,  political,  and 
cultural  matters,  inequalities  and  imbalances  between  citizens  tend 
to  become  more  and  more  widespread,  especially  is  this  true  in  the 
.  modem  world. 

The  American  farmer,  as  all  of  you  well  know,  has  been  subsidizing 
indirectly  the  American  public  by  low  farm  prices  and  by  sending 
many  educated  sons  and  daughters  to  the  cities.  Because  farmers  have 
to  wait  longer  tha^ti  most  people  for  their  returns  on  investment,  labor 
and  management,  and  because  these  are  exposed  to  greater  hazards, 
fanners  have  always  found  it  harder  to  obtain  the  necessary  capital 
to  increase  their  returns.  Much  has  been  done  in  this  area  to  assist  the 
farmers.  We  have  the  Farmers  Home  Administration,  and  the  Farm 
Credit  System  which  includes  the  Federal  Land  Banks,  the  Coopera- 
tive Banks  and  the  Production  Credit  Associations. 

However,  credit  for  rural  oommunity  development  (\nd  indnsti'iril 
enterprises  iji^  rural  areas  by  private  enti*epreneurs  has  been  rationed 
severely.  This  is  an  area  where  more  credit  is  needed  and  which  the 
bill  seeks  to  supply.  We  all  realize  that  as  a  nation's  agriculture 
develops,  fewer  and  fewer  farm  workers  are  needed  to  produce  the 
food  and  fiber,  but  th\s  does  not  mean  that  the  surplus  farm  workers 
have  to  go  to  the  metropolitan  areas  to  add  to  their  problems  of  con- 
•     irestion,  pollution,  and  transportation. 
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Xo^  by  bread  alone  does  man  live.  He  needs  living  space;  he  needs 
frosh  air  and  sunshine.  Rural  areas  liave  these  in  abundance;  why 
not  use  tliem?  The  Consolidated  Farm  and  Rural  Development  Act 
has  its  main  thrust  in  this  direction. 

It  is  based  solidly  npon  our  Ameri(*an  democratic  heritage  and  ob- 
:  eryes  the  two  basic  principles,  solidarity  and  subsidiarity,  of  human 
society  in  order  to  permit  the  proper  functioning  of  the  government 
and  safegiuird  the  dignity  of  the  individual.  As  envisioned  in  the  act 
the  moneys  would  be  repaid  ^o  tlie  (Jovernment  as  the  self-help  pro- 
crams  l)ecome  pw)ductive  and  rural  America  flourishes  with  industrial 
develojmient  and  human  beings  Avhog^e  thankful  for  the  opportunity 
to  live  in  rural  America. 

Solidarity  of  action  and  direction  is  assured  in  the  rest ruchi ring 
(>{  the  Farmers  Home  Administration  uniting  all  activities  under  one 
bead,  fhe  Assistant  Secretary  in  charge  of  the  Rural  Development 
Credit  who  is  appointed  by  tlie  President  of  the  United  States  with 
the  advice  and  consent  of  the  Senate. 

'  The  subsidiarial  a.si)ects,  assuring  the  smaller  units  their  pro[)er 
fufiction,  are  delineated  in  the  uH-indusive  scope  of  the  act  of  proje(»ts 


by  the  act,  through  the  exclusion  of  cities  which  have  a  population  in" 
e\fx*ss  of  3r),()()0.  nnd  through  the  particij)ation'of  individuals  and  lor-al 
banks  nnd  local  units  of  general  government. 

riicro  are  pitfalls,  however,  which  must  be  avoided  and  perluips 
shouhl  be  spelled  out  more  clearly  in  the  act.  Tlie  first  (*nii  be  called 
(•oruMetisni.  This  means  that  administrators  of  th<>  ac<  would  say  to 
f-!ic  in<lividual  of  the  community,  ''This  is  what  you  nee^d  and  this  is 
how  we  will  help  you."  I  grant  that  the  i)laiis  and  projects  as  en- 
^•i9ioned  in  the  act,  must  originate  at  the  local  level,  but  ^le  establi.^licfl 
policy  and  regulations  of  any  agency  can  pretty  well  control  what 
will  be  approved  and  what  will  be  rejected.  Admittedly,  there  have  to 
be  regidations  and  guidelines,  but  local  initiative  and  understanding 
must  be  safeguarded. 

The  second  pitfall  to  be  avoided  is  that  of  power.  Education  itself 
van  become  a  fonn  of  power  when  we  think  that  we  are  helping  peoj)l« 
bv  presenting  them  with  our  value  system  as  the  ideal  way  of  life. 
Many  well-intentioned  projects  written  up  by  many  well-educated 
people  have  been  ignored  and  even  ridiculed  by  those  who  have  other 
values  and  persM)ectives.  Here  I  am  thinking  of  some  of  our  minority 
groups  swh  as  Chicanos  and  Indians.  The  act  calls  for  technical  assist- 
ance. Let's  make  sure  that  it  is  assistance" the  people  will  want.  Some 
l>()verty  stricken  people  prefer  to  die  with  what  self-respect  they  have 
raMier  than  to  live  with  the  feeling  that  others  have  to  keep  tlieni  on 
their  feet. 

A  third  danger  to  be  avoided  is  that  of  bureaucracy.  This  danger 
consists  in  establishing  so  many  controls  and  so  much  "red  tape"  that 
the  program  becomes  very  expensive  to  administer,  and  poor  people 
who  are  usually  not  versed  in  the  matters  of  filing  detailed  forms  are 
hesitant  to  participate  in  the  program.  If  a  situation  like  this  became 
prevalent,  it  would  defeat  the  purpose  of  the  entire  program. 

Before  concluding  may  I  urge  prompt  action  on  title  I  of  the  act.  In 
general,  title  I  enlarges  the  scope  of  existing  and  proven  procedures 
and,  therefore,  is  tlie  quickest  way  of  adding  muscle  to  the  revitalizing 
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of  rural  America.  In  conclusion,  I  commend  Senators  Talmadg(^  and 
Humphrey  and  all  the  oth1?r  sponsoring  Senators  On  their  efforts  to 
halt  the  war  in  American  agriculture  and  revitalize  rural  America  to 
use  the  resoiirces  of  space,  fresh  air,  and  sunsliine  while  at  the  same 
time  alleviating  some  of  the  problems  of  urban  society  as  envisioned 
in  the  proposed  (^nsolidated  Farm  and  Rural  Development  Act. 
Respectfully  submitted. 
^  Seimtor  HrMrniiKv.  We  are  very  grateful  to  you' for  your  counsel 
and  advice  Monsignor.  I  like  your  analog^'  of  binding  up  the  victims, 
as  compared  to  getting  at  the  cai^ses  of  the  war  and  putting  an  end  to 
it.  It  is  a  good  way,  I  think,  of  describing  what  we  are  attempting  to 
do. 

.We  Jtte  ^?oing  to  be  very  cognizant  your  observations,  particularly 
as  they  related  to  plaiuiim^have  the  same  feeling  that  you  do.  Some- 
tinu^s  we  have  p(^opl^^fBo  do  so  uuich  planning  for  ot^c^r  folks,  tlu^y 
are  planned  right  o^t  of  it  and  we  hope  not  have  that  happen.  Anil 
we  are  g()ing  toe^niine  this  legislation  very  carefully  because  one  of 
the  reasons  WJ^Wimt  to  decenrralize  it  completely  to  the  regional,  dis- 
trict, and  local  level,  is  to  get  the  input  of  people  at  that  level  and  not 
to  have  it  epiue  from  t  he  top  on  down,  \     ^  " 

And  second,  the  [)()int  that  was  raised  bv  the  members  of  the  Na- 
tional Rural  Kleeti  ic  (\)Oj)erati ve  Assocfati(m  and  that  you  have  em- 
phasized here,  namely,  the  overstrueture  problem,  I  think  we  have  to 
he  very  careful  of  that.  And  I.am  saying  that  so  that  we  will  look  back 
over  this  record  as  a  couunittee  and  statl  and  really  examine  into  how 
nuieh  structure  we  have  thert;  that  could  impede  the  progress  of  this 
effort. 

You  place  particular  em^)hasis  on  title  I,  as  did  the  preceding  wit- 
ness, as  a  possibility  of  gettmg  something  moving  rathef  rapidly. 
Monsignor  Wkijkr,  Yes. 

Senator  IIfmp  iiRKv.  I  thauk  you  verv  much,  Alonsignor.  l  ean  ofily 
express  our  thanks  to  you  again  fqr  the  wonderful  work  of  the  Na- 
tional Catholic  Rural  Tjife.  I  have  worked  with  your  organization,  as 
you  may  recall,  for  a  number  of  years,  wifli  Monsignor  Ligutti. 

I  hesjtate  to  renuMnher  that  far  back,  but  I  was  a  young  uuwi  when  1 
started.  .  ^ 

Monsignor  Wkbkk.  Thank  you.  ^ 

Senator  JIimpiiukv,  Our  iVext  witness  is  from  the  investment  bank- 
ers. We  have  Mr.  John  Fogarty,  vice  president.  Stern  lirOvS,  &  Co.. 
Kan.sas  (^ity,  ^[o.,  and  chairnum,  uiunieipal  securities  c/ouimittee,  In- 
vestment Bankers  A.ssociation  of  America:  Mr.  Thomas  Master.sou, 
rnderwood-Neuhaus  &  (\\.  Houston,  Tex.:  Mr.  Lee  Murphy,  Dinkins 
(Ladd)  &  (V,  New  ()rleans;^Tja. ;  and  Dr.  John  Peterson,  director, 
municipal  financing  divi.sion,  "Investment  Bankers  AsvSociation  of 
America. 

GentlemcMi.  I  have  had  tlie  privilege  of  meeting  very  briefly  with 
the  witnesses  licre  yesterday  and  we  have  had  a  preliminary  discussion, 
.Vnd  T  am  looking  forward  to  this  t(^stimony.  TTowet^er  before  we  do 
we  wmII  take  a  little  break. 

fShoit  recess.] 

Seiuitor  irrMPTinKv.  Well,  gentlemen,  we  wnnt  you  to  proceed  now 
and  just  give  us  the  benefit  of  your  counsel  here. 
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STATEMENT  OF  JOHN  F.  FOOARTY,  VICE  PRESIDEffT,  STEEN 
BEOTHEES  &  CO.,  KANSAS  CITY,  MO.,  AND  CHAIEMAN,  MTTNIC- 
TBhL  SECUEITIES  COMMITTEE,  INVESTMENT  BANKEES  ASSOCIA- 
TION OF  AMEBIC  A 

Mr.  F(;(jAin'Y.  TliaiiR^ou,  Mr.  (Iiairiiiaii.  I  am  John  Fogaity,  of 
Stern  Bi-os.  of  Kansas  City. 

1  am  sorry  Senator  Peaj-son  left.  I  live  in  Piuirie  Village  next  to 
him.  I 

1  have  with  nie.  Thomas  ^jilastei-son,  a  partner,  Underwood,  Neulians 
&  Co.,  Inc.,  Houston,  Tex.k  Lee  Murphy,  paitner,  Ladd  Dinkins  Co., 
New  Orleans,  La.;  aod  Joljm  Petei-son,  director  of  municipal  finance, 
Irivostment  liurikei-s  As^ocijation.  I  have  asked  them  to  accompanv  me. 

We  h^^e  filed  a  rather  lengthy  statement  byt  I  have  a  brief  (pal 
statement  here,  and  then  we  are  open  for  questions. 

We  are  authorized  to  testifv  on  behalf  of  the  more' than.  000  invest- 
ment firms— both  secui  itie^  dealer  and  banlcs— who  underwrite  and 
make  secondary  markets  foi-  l)<)nds  of  the  50  States  and  their  political 
subdivisions.  Our  menibei-ship  has  extensive  experience  and  expertise 
in  financing  the  capital  needs  of  State  and  local  government.  We  also  " 
underwrite  and  make  markets  in  the  securities  of  private  corporations 
and  the  Fe^leral  Government,  including  its  manv  agencies. 
^  We  do. not  believe  that  the  massive  new  credft  system  embodied  in 
S.  2223  to  assist  community  facility  financing  is  necessa^ry  or  d(»sir- 
able.  Rural  aod  small  communities  do  have  access  to  the  financial 
markets  of  this  country.  Three  of  us  at  this  table  have  spent  our  busi- 
ness careers  serving  the  credit  needs  of  srfiall  municipalities..  Tiiere 
is  a  ready  market  for  the  bonds  of  most  cities  and  school  districts. 

We  have  found  that  a  good  percentage  of  investoi-s  prefei-  invest- 
ment in  rural  areas  to  that  of  metropolitan  aroa^  where  a  vast  variety 
of  problems  exist.  The  regional  dealei-s  throughout  the  count ly  have 
develeoped  a  dependable  market  for  such  securities.  In  addition,  they 
have  ovigfTHf^^Se^jPorate  financing  foi^  hundreds  of  small  and  inter- 
mediate-sized corjw^tionSi  many  of  them  base^l  in  rural  areas. 

We  find  technical  prob|ems  in  the  legislation.  The  system  itself 
is  very  complex  and  overlaps  functional  areas  in  titles  I  and  II.  Tlie 
new  rural  development  program  duplicates  existing  activities  of  FILV, 
EDA,  IIUI),  Jli^W,  SHA,  and  could  promote  iiit<»nigency  competi- 
tion. P^ligibility  of  borrowers  is  confusing :  Sectiori  302  sets  up  eligibil- 
ity if  assistance  is  not  available  from  any  other  source;  section  50(5 
qualifies  this  to  available  at  a  "reasonable"  cost.  The  vagueness  of  the  , 
relending  rate  must  be  cleared  up  and  guidelines  or  gven  formulas'"' 
set  out.  We  also  question  whether  municipalities  can  legally^  purchase 
stock,  as  is  envisioned  by  S.  2223.  ' 

The  proposed  legislation  would  create  a  new  Federal  bank' that,  un- 
less specific  guidelines  are  included,  might  follow  the  precedent  of 
other  such  agencies  and  shift  financing  from  th(^  areas  themselves 
to  the  large  money  market  centers  and  the  largest  4rms.  There  is  much 
similar  legislation  for  the  creation  of  many  othA*  Federal  banks  to* 
finance  specific  problems.  Should  all  worthwhile  p\)grams  be  enacted, 
we  would  see  a  Jfation  seeking  its  financial  help  from  Washington  to 
an  increasing  degree.  , 
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We  believo  it  would  be  helpful,  both  from  a  municipal  or  corpcfm^ 
standpoint,  to  make  provision  for  the  possibility  of  "joint-finaiicinf2:." 
For  example,  a  bank  or  investment  dealer  mi^ht  wish  to  participate  in' 
a  loan  for  some  percentage  which  would  hvmg  private-sector  funds 
into  play,  and  the  regional  banlc  might^i«sjPro  or  purchase  the  balance 
of  the  loan.  Through  the  ingenuityf^d  ^h  incentives,  the  existing 
market  structure  can  be  utilized  for  such  purposes. 

(The  prepared  statement  of  Mr.  Fogarty  is  as  follows :) 

Mr.  Fogarty.  T  am  John  Fogarty,  vice  president  of  Stem  Brothers 
&  Co.,  I;J[aiisa8  City,  Mo.  and  chairman  of  the  municipal  securities* 
committ<»e  of  the  Investment  Bankers  Association  of  America.  I  am 
accompanied  by  Mr.  Thomas  Masterson,  partner,  T^erwood,  Neu- 
haus  &  Co.,  Inc.,  Houston  Tex.,  Mr.  Lee  Murphy;  partner,  Ladd 
Dinkins  &  Co.,  New  Orleans,  La.,  and  Mr.  John  Petersen,  director 
of  municipal  finance,  Investment  Bankers  Association  of  America. 

We  are  authorized  to  testify  on  behalf  of  the  more  than  600  invest- 
ment firms — both  securities  dealers  and  banks — who  underwrite  and 
make  secondary  markets  for  bonds  of  the  50  States  and  their  political 
subdivisions.  Our  membership  has  extensive  experience  and  expertise 
in  financing  the  capital  needs  of  State  and  local  government  We  also  • 
underwrite  and  make  markets  in  the  securities  of  private  corporations 
•nd  the  Federal  Government,  including  its  many  agencies. 

In  our  testimony  today,  we  will  focus  on  S.  22^,  although  jnany  of 
the  things  we  shall  say  are  applicable  to  related  measures.-  We  would 
like  to  examine  several  aspecte  of  the  proposed  rural  credit  mecha- 
nisms as  they  pertain  to  community  facility  financing.  First,  we  will 
look  at  the  presumed  need  for  this  new  Federal  lendmg  agency.  Sec- 
ond, we  will  discuss  the  technical  difficulties  with  this  measure  which 
east  doubt  on  its  usefulness  as  an  efficient  means  of  giving  assistance. 
Third,  we  will  consider  fundamental  policy  questions  raised  by  the 
creation  of  a  new  Federal  program  involving  general  credit  assistance 
to  State  and  local  governments.  Last,  we  will  discuss  alternative  meth- 
ods of  financing  State  and  local  government  assistance  in  the  most 
efficient  manner. 

It  is  our  conviction  that  a  clear  need  for  the  rural  bank  complex 
contained  in  S.  222S  has  not  been  shown  ^r  has  the  implicit  assump- 
tion that  local  borrowers  are  unable  to  secure  sufficient  credit  at  a  rea- 
sonable cost  been  demonstrated.  Furthermore,  even  to  the  extent  that 
some  present  or  future  need  could  he  determined,  it  has  not  been  shown 
that  tne  banking  system  embodied  in  S.-2223  would  be  the  most  effec- 
tive way  to  meet  it. 

THE  QUESTIOX  OF  NEED 

Th^  underlyinp^  justification  for  S.  2228  as  it  relates  to  community 
facility  finance  is  the  apparent  belief  that  the  existing  market  for 
State  and  local'  securities  is  somehow  not  getting  the  job  done.  For 
that  reason  we  should  take  time  to  review  the  performance  of  the 
municipal  bond  market,  both  overall  and,  in  particular,  how  it  well 
serves  smaller  borrowers. 

Following  the  tight  money  period  of  1969  and  1970,  the  municipal 
bond  market  jias  seen  a  strong  resurgence  in  bond  sales.  For  all  of 
1070,  over  $18  billion  in  long-term  municipal  bonds  were  sold  along 
with  an  additional  $18  billion  in  short-term  notes.  In  the  first  6  months 
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of  this  year,  municipal  bond  sale  volume  has  been  over  $12.5  biliion 
for  an  indicated  annual  rate  of  about  $25  billion.  Short-term  borrow-  ^ 
ing  for  the  first  6  months  was  $13.2  billion,  for  an  annual  rate  of  about  / 
$20bilUon. 

As  tables  1  through  4  document,  the  rapid  gro\v^h  in  municips^l 
bond  sales  over  the  past  few  years  has  been  broad-based.  Examinatioft 
of  the  expansion  in  Dond  sales  as  classified  by  use  of  proceeds,  region^ 
of  the  country,  grades  of  issue,  and  types  of  issuers  show  that  all  cate- 
gories of  borrowing  and  borrowers  have  shared  in  the  increasing  and  ; 
robust  volume  of  sales.*  ^  \ 

Despite  the  great  increase  in  the  supply  of  municipal  bonds— and  \ 
the  general  pressures  of  inflationary  nuance — yields  on  municipal  \ 
bon({s  have^A^omewhat  improved  in  relation  to  those  on  corporate  \ 
bonds  of  similar  quality.  As  table  5  displa^rs,  yields  on  municipals  are 
approximately  70  to  71  percent  those  of  comparable  corporate  bonds, 
an  improvement  over  1969  and  1970.  This  improvement  has  been  ex- 
perienced despite  the  fact  that  municipal  bond  financing  has  nearly 
doubled  since  the  doldnimb  of  1969.  (Corporate  bond  sales  in  con- 
trast have  prown  at  only  half  this  rate.) 

Another  important  fact  which  should  not  be  overlooked  is  that 
yields  on  the  low«r  grades  of  municipal  bonds — those  supposedly  with 
the  weakest  market  position — have  ;^own  through  the  lOOO's  a  sus- 
tained improvement  relative  to  simimr  corporate  bonds. 

Of  course,  future  directions  cannot  be  nieasured  simply  by  review- 
ing past  performances:  There  must  be  projections  into  the  future  and 
<-<)mparison  of  the  supply  of  and  demand  for  State  and  local  securities., 
On  the  basis  of  most  projections,  it  is  evident  that  the  market, has  by 
and  large  kept  pace  with  demands  and  should  be  able  to  do  so  in  the 
,  future.  Most  projections  have  set  the  size  of  the  municipal  bond  mar- 
ket at  approximately  $25  billion  to  $30  billion  by  1975.  We  would  like 
to  point  out  that  bonds  are  currently  selling  on  the  verge  of  these 
annual  rates — fully  4  years  ahead  of  schedule.  There  will  invariably 
be  deviations  around  the  trend,  but  sales  volume  has  kept — and  re- 
cently has  exceeded — its  scheduled  growth.  ^ 

A  recent  study  undertaken  by  the  staff  of  the  Federal  Reserve-Board 
concluded  that,  although  there  is  anticipated  to  be  faster  growth  in 
the  level  of  State  and  local  spending  than  in  GNP  over  the  next  10 
years,  "the  problem  of  municipal  financing  in  credit  mjirkets  remains 
within  manageable  size."  2 

In  any  event,  the  study  concludes  that  the  mu4jicipal  bond  market 
will  eknerience  fewer  difficulties  than  the  cornqrate  bond  market.  This 
f^Uidy  therefore  gives  good  reason  to  believe  that  municipaHjorrowing 
will  maintain  and  perhaps  improve  its  relative  cost  advantage  over 
taxable  borrowing  in  the  foreseeable  future. 

The  assertion  is  often  made  that  there  is  some  intrinsic  marketing 
"  problem  relating  to  the  size  of  the  community  or  the  size  of  the  issue 
^ .  that  keep^  certain  units  from  borrowing  needed  amounts.  However, 
communities  of  all  sizes  have  been  and  are  able  to  borrow  money,  ex- 
cept when  they  were  prohibited  from  doing  so  by  le^al  restrictions, 
such  as  occurred  in  1969  and  1970.  Communities,  of  course,  do  pay 
varyi;ig  rates.  This  reflects  that  they  fa(*e  varying  market  situations, 

*  TaWcs^ will  be  found  In  the  appendUes.        „ .      ^    „      ^  .   ^aoam  /t     oi  iAT^v 
2  S.  P.  Taylor,  "A  Long  Hange  ProjecHon  for  Financial  Markets  In  1080"  (Jan.  21.  1071), 
p.  4.  ♦ 
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represent  different  degrees  of  investment  risk,  liave  iiidivicfual  re(|nire- 
meiits,  and  borrow  at  diffen»nt  times  during  the  year.  ^ 

At  this  point,  we  would  like  to  discuss  tlie  situation  of  suiall  hor 
rowers  in  ])articnlar.  Ry  aiul  large,  our  own  investigations  in  th  s 
area  liave  failed  to  discover  a  significant  market  ga])  or  discrimination 
against  the  smaller  borrowers.  Thns  far  our  findings    using  the  inosi 
recently  avaihvUe  data,  the  second  ((uarter  of  IDTi— indicate  (hat: 

(1)  On  avenH^e,  smaller  borrowei-s  do  not  pay  discernihlv  more  to 
borrow  than  larger  borrowers.  To  the  e.vteut  that  tliere  is  a  systematic 
re]jUi(mshi])  In'tween  issne  size  and  co.st  of  capital,  it  seems  to  be  that 
smaller  issues  ])ai(l  somewhat  less  than  larger  issues  for  borrowings 
with  an  average  life  of  le.^s  tlian  \2  years  (the  inatnrity  range  whei^ 
the  greater  number  of^boud  issnes  are  sold).  Convei*sely,  (hey  paid 
s(miewhat  more  for  borrowings  of  a  greater-than-12-year  avenige  life. 

(2)  Taking  into  ccmsideration  tlie  type  of  instrument,  grade,  au<i 
nuitnrity  of  Inmd  issues^  there  is  in  fact  no  direct  i-elationship  between 
size  oflHUul  issue  and  the  net  interest  cost  it  commands. 

While  these  results  are  heartening  and  in  line  M'itli  our  general  ex- 
perience, tlu»y  sliould  not  be  interpreted  to  mean  that  tlie  mai  ket  has 
ceased  to  change  or  that  there  is  no  n)om  for  improvement.  There  con- 
tinue to  be  new  developments  dire(*ted  toward  improving  access  to  the 
inarket  and  lowering  rates  of  interest  for  snniller,  lesser^known  cred- 
its. Attached  to  this  tcstimonv  is  a  brief  memorandum  on  snch  iu»w 
developments  as  private  and  i^tate  bond  jnsnrance  plan.s,  boiul  banks, 
ex|)aiule(l  use  of  consolidated  borrowing  ])rocedures,  and  iini)rove<l 
teclmical  aid  in  debt  management  are  being  a^ded  to  traditional  meth- 
ods of  borrowinir  assistance.  Sonie  ideas  will  prove  nsefnl  in  j-ome 
places,  othei-s  will  not.  The  point  is  that  both  private  and  pnbli<^  thirties 
are  always  seeking  better  procedure,  lower  rates,  and  iini)roved  luaV- 
keting  methods. 

I^et  us  sunuuarize:  First,  we  have  yet  to  find  convincing' evidence 
that  .small  borrowers,  as  a  class,  are  disadvantaged  in  tlie  municipal 
bond  jnarket.  Furthermore,  even  in  tlie  face  of  restrictive  and  inmi- 
tionary  unirkets  and  intermittent  attacks  on  the  tax-exemption  priu-. 
ciple,  .rniiuicipal  sales  have  soared  and  interest  rates  on  tlie.^e  bonds 
have  mor'e  than  held  their  own  in  com])arison  with  those  <m  taxable, 
<*()r])()rate  bonds.  In  fact,  municipal  bond  yields  for  the  lesser  ci-edits 
have  shown  a  notewoi^th  improvenrent  in  their  relative  market  posi- 
tion through  time,  ^foreover,  these  accomplishments  have  not  reijnired 
iiiassive  Federal  expenditures  or  intervention.  They  represent  tlie  free 
market's  response  to  the  demands  of  State  and  local  governments. 

There  is  an  excessive  concentration  on  the  "costs"  of  a  free  maiket — 
on  its  sn[)l)osed  inability  to  instantlj  reflect  changing  public  needs  and 
prioi-ities.  Convei-sely,  there  is  too  little  recognition  of  the  gi^at  benefit 
it  entails  as  an  efficient  lind  impartiaVallocator  of  necessarily  limited 
resources.  Aiul  one  of  its  best  benefits  is  the  C(mipetition  for  good  ideas 
and  better  ways  of  doing  things.  ^ 


As  this  committee  knows  well,  the  new  financial  sy.stem  contained  in 
S.  '2223  constitutes  a  sweeping  and  exceedingly  complex  ay)proacli  to 
the  problem  of  rural  developments.  Now  we  should  like  to  consider 
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what  we  believe  to  he  vnriouH  techninil  and  ndniinistnitive  difficulties 
with  S.  2*22''\  that  wouhl  detiact  f loni  if s  effective  operaJ  ion  in  the  aiea 
of  tiiianrin^  rural  coininuiiity  development.  Later,  we  will  want  to 
examine  mn\e  of  the  larger  conceptual  and  policy  issues  involved  in 
the  use  and  abuse  of  Federal  credit  assistance  and  the  excessive  reli- 
ance on  Federal  agency  financini;  as  a  means  of  helping  selected  bor- 
rowers. The  institutions  created  by  S,  2223  and  similar  rural  elevelop- 
ment  are  alike  in  many  points;  we  shall  c(m(*entrate  our  remarks  on 
the  former.       '  - 

ADDS,  TO  COilPLEXITY  OP  nUHAL  nEVEU)PMENT  PROOIIAMS 

Firat,  let  us  consider  the  relationship  between  the  existing  powei-s 
of  the  Farmers  Home  Administration  that  would  be  enlarged  in 
title  I  of  S.  2223  and  those  that  would  be  newly  initiated  in  title  II 
of  that" same  bill.  As  has  been  pointed  out  previously,  section 
expands  the  purview  of  the  Farmers  Home  Administration  to  encom- 
pass all  of  the  rural  community  development  projects  as  defined  in 
section  105.^  Evidently,  this  gives  duplicative  authorities  to  both  FIIA 
and  the  Rural  Development  Credit  System.  This  opens  the  door  to 
many  policy  and  admmistrative  questions  as  to  how  the  budgets  of 
the  two  agencies  should  be  coordinated,  how  the  terms  and  conditions 
of  the  two  agencies  for  loans  for  the  same  purpose  will  be  the  same 
or  different,  and  a  host  of  similar  operational  complications. 

Not  only  does  S.  2223  add  to  the  general  level  of  complexity  in  the 
rural  aid  delivery  system,  it  does  not  address  itself  to  th"^  overlap 
between  its  new  purposes  and  authorities  and  those  of  other  depart- 
ments and  agencies  of  (lovernmcnt  now  oiFering  loims  and  grants  in 
rural  areas  for  similar  purposes.  Similar  community  development 
programs  are  found  in  the  Economic  Development  Administration, 
Small  Busine^  Adm^niPtration,  Housing -and  Urban  Development, 
Health,  Education,  and  Welfare,  Department  of  Labor,  and  others. 

The  glaring  need  is  to  reverse  the  trend  toward  greater  adminis- 
trative complexity  and  program  overlap.  As  the  President's  Annual 
Keport  on  Financial  Assistance  to  Rural  Areas  stated : 

The  lengthy  Inventory  of  Federal*  programs  administered  by  many  Federal 
agencies  contained  in  this  report  dramatizes  another  important  problem  related 
to  financial  assistance  for  rural  development.  The  proliferation  and  organiza- 
tional fragmentation  of  Federal  assistance  programs  too  often  result  in  unco- 
ordintaed  piecemeal  approaches.  State  and  local  officials  are  confused  and 
hampered  by  the  variety  of  separate  programs,  each  with  different  requirements 
and  conditions.  Although  substantial  sums  have  been  made  available  through 
Federal  programs  in  recent  years,  the  results  have  been  disappointing.  Continual 
increases  in  the  level  of  assistance,  without  basic  reforms  in  the  delivery  systems, 
wiil  not  Holve^" the  problems  of  rural  ooniinunitieK.*  '  v 

Both  the  Rural  Development  Credit  System  (RDCS)  and  the 
Farmers  Home  Administration  (FHA)  under  its  broadened  powers 
would  compete  in  program  areas  now  served  by  many  other'agencies. 
Because  of  their  extensive  and  locally  based  delivery  systems,  the 
BDCS  and  the  FHA  would  have  a  great  advantage  in  promoting  their 

« statement  of  Hon.  J.  Phi!  Campbrll.  Under  Secretary  of  Airrlculturo  bofor*'  tbf  Rural 
Di'velopment  Subeommlttee,  July  28  1971.  '  ^ 

♦MesRnffp  from  the  President  of  the  Untted, States,  "Annual  Report  on  Financial  AwHint- 
once  To  Rural  AreaB,"  U.S.  Government  Printing  Office,  July  26.  1971,  p.  4. 
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particular  programs.  Inevitably,  this  would  lead  to  competition  with 
existing  programs  and  RDCS  and  FHA  would  be  able  to  preempt 
the  programs  of  other  agencies. 

Loose  definition  of  eligible  borrowers 

There  are  several  shortcomings  in  S.  2223  with  ivspeet  to  the  deter- 
mination of  eligible  public  borrowers  and  the  terms  and  conditions  for 
such  credit  assistance  as  may  be  provided  by  Rural  Development 
Credit  Assistance  program. 

of  the  purposes  of  the  System  as  contained  in  section  201(b)  of 
f?r222St  is  that  it  is  the  policy^^ongress  "to  bring  rural  credit  needs 
into  effective  contact  with  tfie^reat  central  money  markets  of  the 
Nation."  Yet  the  implication  of  the  provision  infection  301  is  that 
preference  will  be  shown  to  communities  and  area8H^"have  demon- 
stiute<l  and  who  have  established  records  of  ftnai\cial  stability."  It 
would  appear  to  us  /that  financially  stable  borrowers  are  able  to 
compete  effectively  iry  the  conventional  credit  market  under  existing 
conditions,  that,  in  fact,  no  lack  of  contact  with  the  national  money 
market  now  existSr-The  unfortunate  consequence  of  this  instruction 
may  be  to  give  assistance  where  it  is  least  needed  by  most  measures, 
something  that  wolild  dilute  the  pmgram  and  divcM-t  it  from  its  an- 
nounced ai^ijs:  \ 

Of  greater  operational  consequence,  however,  is  the  (Question  of  de- 
fining what  is  meant  bg^^the  unavailability  of  credit  Section  302  of  S. 
2223  stipulates:  ''The  potential  borrower  must  demonstrate  that  the 
financial  assistance  applied  for  is  not  available  from  any  other  public 
or  private  credit  source."  / 


A  District  Rnral  Development  Credit  Agency  is  anthorlzed  to  make  loans  nnd 
provide  other  anthorlzed  assistance  nnder  this  title  directly  to  any  applicant 
eligible  for  snch  assistance  in  any  rural  area  in  which  there  is  no  participating 
or  cooperating  institntion  able  and  willing  to  snpply  on  reasonable  terms  and 
conditions  the  credit  needs  of  snch  applicant. 

We  endorse  the  intent  of  such  language,  which  is  to  re^strict  lending 
nssistanco  to  hardship  and  high-cost  cas**s.  Hut.  to  assure  adherence 
to  this  intent,  it  is  necessary  to  be  much  more  explicit  in  what  is 
meant  by  "available"  credit  and  "reasonable  terms  and  conditions." 
We  strongly  recommend  the  requirement  that  there  be  a  demonstration 
of  need  in  the  form  of  a  bona  fide  market  test.  Furthermore,  any 
market  test  should  be  coupled  Vith  some  explicit  and  realistic  state- 
ment of  key  market-related  items  that  are  to  be  considered  reasonable 
and,  especially,  should  stress  the  avoidance  of  submarket  lending  rates 
that  arejtotally  out  of  line  with  the  conventional  market. 

Section  506(b)  states  that  DRDC's  may  set  rates  charges  "to  pro- 
vide ty|)es  of  credit  needed  by  eligible  borrowers,  at  the  lowest  reason- 
able costs  on  a  sound  business  basis,  taking  into  account  the  cost  of 
inoncv  to  tlu^  agency,  iu'Ccs.sary  reserves  and  ox|)(Misi*s  of  the  agency, 
and  ser\nces  provided  to  borrowers  and  participants." 

While  tlio  instruction  ;rives  several  olenionts  to  consider,  there  is  no 
gnaranteo  that  in  fact  the  t(M-ms  and  conditions  will  bo  on  a  sound 
l>nsis  or  really  will  reflect  the  agency's  cost  of  money  or  the  services  it 
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niovides.  We-can  only  sunuiHC  from  liistory  that  the  contrary  wUl  in 
tact  be  the  case.  Demonstration  of  inability  to  borrow  has  been  locfe^y 
interpreted  in  the  past  and  this,  coupled  with  pi;^cally  low  relen^ng 
mtes,  haa  led  to  unwarranted  and  wasteful  competition  with  eonven-* 
tional  credit  sources.  \  j   •  •  • 

Similar  provisions  are  found  in  the  FarmersMIome  Administration 
Water  and  Sewer  loan  progra^a  (which  would  be  greatly  expanded  by 
title  1  of  this  bill)  and  the  results  have  not  been  happy.  These  are 
outlined  in  the  memo  in  the  appendix  to  this  testimony.  The  FHA 
frequently  has  financed  projects  which  could  have  borrowed  at  coni- 
petitive  rates  in  the  conventional  market.  FHA 'S  totally,  unrealistic 
relending  rate*^  statutory  ceiling  of  5  percent),  discriminator}*  pro- 
motion of  its  own  services,  and  pencliant  tor  de.siguing  financial  instru- 
ments so  tliey  are  pi-actically  unsalable  in  the  market  have  precluded 
best  use  of  both  program  funds  and  conventional  market  sources. 

While  we  have  continued  to  discuss  our  difficulties  with  FHA  and 
hoj)e  for  a  fuirj^resolution  of  them,  we  arc  anxious  that  lessons  be 
learned  from  the  past.  '  .    i_t     i.  u 

Without  concrete  definition  of  what  constitutes  an  inability  to  bor- 
row and  realistic  interest  charges,  this  legislation  would  expand  and 
api)r<)ve  such  conduct  by  t'HA,  resulting  not  in  assistance  to  "prob- 
lem" borrowei-s,  but  in  unnecessary  assistance  to  borrowers  at  a  cost  of 
the  Govemment  and  the  taxpayer. 

BKOADKR   POLICY  QI  KSIIOXS 

The  largely  technical  details  that  we  have  outlined  above  bring  to 
(luestion  the  whole  concept  of  enlarged  agency  financing  as  an  effec- 
tive, much  less  desirable,  means  of  speeding  rural  development.  Once 
we  move  beyond  the  complex  language  of  this  measure  into  the  real 
world  of  its  implementation  and  administration,  we  are  faced  with 
many  costs— and  major  policy  problems— that  are  to6  easily  lost  in 
the  maze  of  rules  and  regulations.  ,  . 

First,  there  is  the  cost  of  duplication  and  program  overlap  that  is 
incurred  by  the  would-l)e  community  that  must  plod  through  program 
refiuirements  and  certifications  in  the  hope  of  getting  a  loan  at  prefer- 
ential rates.  But  all  tliis  must  await  establishment  o^^ rules  and  regu- 
latifms  bv  the  various  boards,  banks,  and  agencies  involved. 

S  222*^  would  re(iuire  the  establishment  of  a  Federal  Rural  Develop- 
nioiit  Credit  Board  and  directs^t  to  establish  policies  regarding  terms 
and  conditions  under  which  assistance  may  be  made  available.  Once 
such*  policies  are  established,  the  Federal  Rural  Development  Credit 
Agency  is  directed  to  formulate  rules  and  regulations  p*^rsuant  to 
Those  policies.  The  potential  for  a  developing  backlog  of  applications, 
during  tlie  time  when  policies,  rules  and  regulations  are  l>eing  drafted, 
ipvi^^wed  and  established  is  clear.  Tlie  experience  of  the  Department 
of  Housing  and  Turban , Development  is  that  delay  results  from  such 
a  backlog.  The  question  is  thus  raised  as  to  whether  this  legislation 
fosters  rapid  assistance  to  mi-nl  areas  or  effectively  delays  such 
assistance. 

This  problem  is  compounded  by  the  need  to  establish  fronri  a  stand- 
ing  start  an  entirely  new  banking  system.  That  will  take  time.  That 
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means  that  the  pro^rraiii  will  bo  slow  in  starting  wliik^  its  ('onii)U»x 
operational  stnictnio  is  put  to^jetlien 

.  Sox:ond,  the  UI)(\S,  as  worthwhile  as  its  desired  aims  may  be,  could 
opemtc  to  weaken  the  iw)sition  of  State  and  hwal  ^^()\  eniinentH  throii^^li 
the  a^^rnuidizi'uient  of  its  own  bureaucracy  and  policies.  Public  in- 
teivst  ^rroii|)S  conne<'ted*  with  State  and  locui ^^overmnent  are  ^ronci^ill v 
a|)pivhensive  about  Federal  banking'  systems  sudi  as  this  h^jjislation 
proposes.  A  {)rini}ny  reasori  for  this  ap[)rehcnsi()n  is  their  fear  of  iii- 
OHMised  bureaucratic  intrusion  jnto  local  decisionmaking?.  A  major 
problem — one  with  which  thev  are  painfully  familiar — is  the  cost  of 
creatin*;  a  new  institution  to  handle  every  new  f)rohlem.  As  problem 
solvers  we  have  "instituticmitis."  Wv  tend'  to  concentrate  on  new  in- 
stitutions rather  than  xeroin<r  on  the  desired  new  product. 

We  caniu)t  associate  with  every  ])()int  contained  in  the  President  s 
Special  Rural  Development  Revenue  Sharin^^  proposal.  Nonetheless 
we  applaud  the  evident  desire  to  rationalize  and  simplify  the  disburse- 
inent  of  Federal  assistance.  For  these  reasons,  we  have  ^one  on  record 
in  sup]K)rr  of  the  ^roiieral  revenue  sliariuir  c(>nce])t.  With  resf)ecf  to  tlii^ 
'eiri^laf  ion.  we  therefore  affiliate  with  the  view  that  f unite  credit  as- 
distance  directed  toward  State  and  local  facilities  should  b(»  aiinl'd  at 
stren*rthenin^  rather  than  reducing  the  role  of  State  and  local  ^^ov- 
erumenth*.  , 

As  President  Xixon  indicated  in  his  letter  of  transmittal  on  Finan- 
cial-Assistance  to  Rural  Areas: 

^  I  Htrnir^ly  hclicve  th>it  it  wotilU  ho  hettor  to  t-Mt:rl)lish  i\  spri<'S  of  Stato  t\n<\  local 
sin»('iMl  credit  instituiions  tluin  to  crente  ii  !»:iti(nnvi(U>  fodcrnUy-sjMinsoKMl  <'<»ni- 
inunity  hnuk.  since  the  former  coarse  i»Iiic<»k  reHppnsU)iUty  for  <l<»ci  ion  nu  kiir: 
and  n<-ti()n  closer  to  tlic  people  who  re<iuire  assistance.'^ 

A  third  policy  issue  invw^veid— one  wlii<'h  we  have  emphasized  re- 
])eate(lly  in  the  past — is  that  of  proper  rationin/[^  and  restraint  in  the 
u-e  of  credit  assistance  subsidies. 

It  is  evident  that  the  fulcrum  for  the  RDCS  loan  pro^^ram  -that 
element  whidi  makes  submarket  rates  of  interest  available  to  borrov/- 
ers— is  found  in  section  HOI  of  S.  222'\.  Throu^jh  interest  sui)])lcmcnts 
the  difference  between  the  ti'ue  costs  of  the  I'ui'al  ci'edit  sy>tenrs  (^])era- 
tion  and  the  returns. on  its  loans  would  be  covered  by  con^rrcs^ionally 
a])pr()|)riate(l -fimds  arh  am^ed  by  Treasury.  ^Fhis  method  of  hnancin*; 
«rives  (he  subsidy  a  hi<;h  (le«;ree  of  levera<;e  ami  eH'ectivcly  removes 
nuu-h of  the  systems  lendiuLr  j)rofrniiji  from  Federal  budc^etai'v  con- 
trol. The  substitution  of  ()lt'-the-l)ud<i:ct,  [)rivile<;ed  agency  lendin*; 
ami  borrow  in^j  o])e  rat  ions  has  been  overdone  and  promises  (o  ;wamp 
the  capital  markets,  unless  some  order  and  priorities  Can  be  estab- 
lished. Foi*  the  economy  as  a  whole,  it  is  not  a  (^heaj)  and  easy  way  (Uit. 
^^^^  hnal  p^nit  deservini;  this  committee*^  attention,  we  believe,  is  the 
consequeiu^e  of  presumably  brinofinji:  rural  areas  in  contact  with  the 
major  nwney  markets  throu^^h  the  device  of  a  new  Federal  agency- 
bank  system. 

To  the  investment  banking  industry  as  a  ^jroup.  in  rejation  to  their 
private  interest  of  un(lerwnting  and  dealin^r  in  governmental  ht^cnr- 
ities,  it  is  a  matter  of  inditference  whether  the  funds  are  raised  by  a 
Federal  agency  or  in  the  market  for  State  and  local  secui-ities,  as*  at 
present.  Someone,  somewhere,  will  do  the  business.  But  the  Federal 


"  Op.  CH.^mffe  lu. 


ERIC 


43 


431 


acency  procedure  such  as  envisa^^d  in  S.  2223  will  tend  to  concent  rate 
the  bu^ness  into  the  large  money  market  centers  and  the  larp^est  nrms. 
(^rrespondingly,  it  willBhrink  the  market  of  small  and  regional  deal- 
ers who  have  developed  an  effective  market  for  tax-exempt  State  and 
local  issues. 

The  cost  of  this,  not  only  to  those^  investment  hankei-s  atTect(»d,  hut 
alKO  to  the  governments  that  no  longer  have  a  functioning  alternative 
to  Trhank,  would  be  great.  Once  the  conventional  market  is  disman- 
tled, local  governments  would  be  effectively  at  the  mercy  of  the  cen- 
tral banking  authority.  The  alternative  of  an  activ(|^  broadly  ba^^ed 
tax-exempt  market  would  cease  to  exist. 

Major  prohhw^rith  Federal  credit  mKi^fanre 

We  ai*e  deeplL  concerned  about  the  large  army  of  Federal  credit  as- 
sistance programs  that  wtv  growing  at  an  exponential  rate  and  dramat- 
ically changing  the  composition  of  credit  flows  in  the  economy.  Klrie- 
wheit*  we  have  exahiined  the  consecjuences  of  tiie.sv  developments  in 
great  detail."  Therefore  at  this  point,  let  us  ([uickly  ivview  the  major 
difficulties  we  see  in  these  trends.  '  .   .  . 

In  fiscal  year  1^)7'^.  if  the  budget  deficit  re<julres  some  $:i5  billion  in 
public  borrowing,  as  many  observer-  think,  and  if  lederall^-assisted 
credit  programs  grow  l>y  approximately  S.'iO  i)iHi(jn.  as  is  scheduled, 
then  the  combined  t(/tai  of  feder.dly-aVsisted  and  direct  borrowing 
will  be  al)ont  billion.  This  wouhrrepresent  approximately  10  per- 
cent (Trail  net  credit  demands  placed  on  the  capital  market.s  in  the 
next  fiscal  year.  liy  fiscal  VM2,  thV(H)nil)in(*(l  J^-Vio  billioiT  in  publicly- 
held  outstanding  Federal  direct  and  assisted  obligations  will  equal 
about  one-half  of  the  (rN  I*  in  that  year. 

Such  a  rapid  e-xplosion  of  Fe(h»ral  credit  demands  should  be  of 
paranuamt  public  concern,  especially  because  most  of  them  are  beyond 
ti^pale  of  budgetary  review  and  control,  while  others  involve  awk- 
•ward,  expensive,  ami  discriminatory  financing  arrangements. 

Federal  credit  programs  are  preemptive  in  their  demand  for  credit 
and  gen(»rate  lieightened  competition  for  funds  and  higher  interest 
rates.  In  effect  Federal  agency  lending  operations  talte  would-be 
(lebtor.^'that  have  l)een  price-raticmed  out  of  the  capital  markets  and 
reinject  them  as  an  agency  borrowing  with  Federal  Government  back- 
ing. Since  these  programs  do  not  increase  the  total  supply  of  savings 
in  the  economy*  their  operation  merely  pushes  the  pressures  along. 
Market  rates  of  interest  go  up  to  create  a  new  margin  of  hardsliip 
cases  in  some  urea  that  is  not  insulated. 

Federal  credit  programs  can  be  perverse  in  their  impact  on  monetary 
and  fisbal  policy.  Tender  c(mditions  of  restrictive  ci-edit,  w4lifen  mone- 
tary policy  is  forced  to  work  overtime  to  curb  demands  by  squeezing 
out  would-be  borrowers,  the  injection  of  new,  strongly -positioned  de- 
mands by  Federal  agencies  intensifies  the  restraint. 

Furtliermore,  the  ultimate  influence  of  J'ederal  credit  programs  on 
credit  flows  and  resources  is  unclear  and  may  be  counterproductive, 
since  any  rearranging  of  credit  flows  as-a  means  of  levering  resources 
from  one  use  to  another  always  involves  a  loser  wlio  has  been  bid  out 
of  the  market. 


"Appended  to  thlH  testlmrtiij  1«  a  rondenHatlon  of  prohlemn  with  Pederal  Credit  ARwIst- 
nn'*e.  A  more  extended  annlyplfl  Is  contained  In  our  testimony  of  Mar.  2.3.  1971  on  S.  lOl.' 
(Environmental  Plnandnc  Authority)  before  Senate  Committee  on  Puhllc  Works. 
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It  is  not  onr  intention  to  indite  the  particnlar  areas  aided  or  to  dei)y  ! 
that  the  programs  can  have  individual  merits.  B\it  we  do  mean  to  rail 
attention  to  a  method  of  finance  that  can  be  subject  tt^  abuse  and  over- 
ns?  and  to  a  dangerously  myopic  attitude  tJiat  paper  can  be  turned  into 
resources.         *  »  ^ 

Mauy  share  our  concei'iis.  TIio  President  and  the  Treusui-y,  as  well 
as  a  legion  of  financial  autliorities  have  acknowledged  the  problem^ 
raised  by  tlie  existing  Juul  growing  number  of  Federal  credit  ])ro- 
liTam---.  In  a  recent  speech  dealing  with  Federal  credit  l)olicy,  Tender 
Secretary  of  the  Treasury  P^iul  Volckei-  announced 'the  concept  of  the 
.  ■  Federal  Financing  Bank  which  woulad  carry  out  President  XixonV 
mandate  to  bring  review,  coordiTiation,  and  consolidation  to  FederaT^ 
lending  programs.  Moreover,  in  testimony  befoi-e  this  conunittee, 
Fnder  Secretary  of  Agriculture  Campbell  stated  the  need  to  consider 
rlie  Federal  Financing  Bjt^nk  l)efore  Iniilding  a  new  tangle  of  credit 
programs. 

We  do  not  know  the  details  of  the  Federal  Financing  Bank  i)ro- 
posal,  hut  its  consideration,  which  we  hope  is  imminent,  will  provide  a 
much  needed  and  long  overdue  forum  for  examination  of  the  operation 
and  impact  of  Federal  credit  assistance.  Surely,  broad  sweeping  pro- 
posals such  as  the  rural  credit  system  envisaged  in  S.  222»3  shouhr 
await  this  examination.  ^ 

(;RnT:RlA  FOR  FEDKKAl.  CKKOrr  ASSIS'l'AXCE 

This  year  onr  association  testified  in  both  the  Senate  and  House  on 
the  capital  financing  provisions  of  such  varied  proposals  ns  Coastal^ 
^Zone  Management,  the  Environmental  Financing  Authority,  and  the' 
Urban  Development  Bank.  In  the  course  of  that  testimony,  we  have 
repeatedly  challenged  the  concept  and  applic-ation  of  the  Federal  agen- 
cy— s])ecial  Bank — method  of  extending  credit  assistance  to  State  and 
local  governments.  Alternatively,  we  have  suggested  th^  following 
criteria  tliat  could  be  used  in  judging  the  merits  of  various  methods  of 
Federal  credit  assistance  to  these  units : 

1.  The  need  for  such  assistance  should  be  firmly  'established  and 
carefully  dociimented. 

2.  Once  a  particnlar  need  is  demonstrated,  theiv  the  credit  assist- 
ance mechanism  used  t^ meet  that  need  should  be  designed  to  avoid 
creating  situations  where  there  is  any  unfair  and  wasteful  cbmpetiti(m 
of  such  assistance  with  the  private  cai)ital. market.  Wherever  possible, 
it  is  better  to  allow  the  market  meclnjg^i^^in  to  continue  to  allocate  credit 
among  competing  uses. 

3.  Credit  assistance  should  not  inadvertently  lead  to, a  demoraliza- 
tion of  State  and  local  government  fiscal  responsibility  or  an  unfair  ^ 
distribution  of  overall  financing  edort  i)etween  aid  recipients  ahd  the 
Federal  Government.  ,      /  ' 

^  4.  Credit  assistance  prografns  '-'Tionld  be  designed  so  as  to  clearly 

reflect  the  degree  and  amount  of  sul)si<ly  fhey  contain  and  the  other- 
costs  entailed.  -  '  .  - 

T).  Credit  assistance  programs  should  be  as  simple  aiwi  straight  for-  - 
ward  as  possible.  They  sliould  hot  lead  to  a  proliferation  of  neM' 
bureacracies  and  institutions  to  handle  ^ach  particular  problem.^  ' 

T).  Any  credit  assistance'should  hot  constrain  the  freedom  of  action 
and  ready  access  to  the;market  on  the  pai-t  of  all  State  and  local  gov- 
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enuiients.  A  strong  and  sensible  attraction  to  the  existing  mnnicipal 
bond  market  is  that  it  permits  these  units  to  borrow  as  much  as  needed, 
when  needed  to  fulfill  their  own  particnhir  policy  objectives. 

7.  Credit  assistance  should  not  be  used  instead  of  grants-in-aid  where 
the  latter  are  prefenxble  and  required. 

In  summary :  The  linunring  of  tlk*  State  nnd  local  assistance  should 
be  soundly  grounded  on  a  substantial  and  clour  conmiitment  of  public 
funds;  the  real  need  lies  in  more  ndcfjuate  Federal  af)])ropriati()ns  ^fnd 
a  firm  commitment  of  Federal  funds,  rather  than  the  creation  of  a  new 
vehicle  to  help  local  governments  increase  their  indebtedness.  The 
h\ttel-  type  a??sistance  should  not  be  ])p()vided  by  whnt  we  believe  are 
unnecessary  and  faulty  credit  media ni^yns.  It  should  not  be  diluted 
by  any  notion*  that  somehow  budge.tary  economies  nuiy  be  effected  by 
shifting  financing  from  a  visible  claim  on  current  revenues  to  a  largely 
invisil)le  draft  on  the  capital  ^markets.  As  nn  eccmomy  with  limited 
'  savings  and  resources,  we  cannot  makf  that  shift  and  we  overtax 
tn^rsel ves  in  the  attempt  in  many  ways. 

In  our  testimony  we  have  addressed  whnt  are  bnsically  technical 
issues.  We  cannot  as  professionals  ])resun>e  to  pass  judgment  on  the 
broader  (piestion  of  policy  priorities,  whidi  is  the  responsibility  and 
prerogative  of  this  committee  and,  in  the  larger  sense,  of  Congress. 
What  we  have  sought  to  do  is  point  out  the  co.sts  involved  and  to  sug- 
,  gest  how  ])uri)oses  might  be  achieved  most  efficiently  and  effectively. 

If,  however,  we  do  earn*  a  special  brief,  it  is  a  belief  that  a  market 
mechanism  broadly  based  on  private  C{i])ital  and  institutions  should 
c(mtinue  to  play  a  central  role  in  our  economy,  and  .that  responsi- 
bility— with  adequate  reso]irces— should  remain  with  local  govern- 
iiieiit  in  planning  and  executing  its  own  ex])enditure  plans. 

(T)ie  attachments  are  as  follows :) 

TABLE  1.   USES  OF  PROCEEDS  OF  MUNICIPAL  BONO  ISSUES 
[tn  millions]  ^> 

1966  1967  1968   ^       1969  1970  1971 > 


Education,.       $3,  477  K  244,  $4,639  $3,146  $5,035  $6,220 

Transportation     1,833  2,052  2,829  2,441  3,173  4,904 

militias  and  conservation^.   M.SSifi  2,359  2.775  1,686  3,471  5,860 

Social  walfara                            .  1,071  1.372  1.620  1,467  1,654  2,992 

IndustrlaL..  504  1.397  1,606     ^  51  110  176 

Public  service   112  150  186  211  365  54^ 

Other   696  757  979  2,655  4,200  4,538 

Total     9,549  12,331  14,634  11,657  18,008  25,238  ^ 


Short-term  borrowing     6,524         8,  025         8.658        11,783        17,849  26,400 


■  1st  6  months  annualized. 


TABLE  2.-  -B0N0  SALES  BY  REGI0N5 
(In  mlllionsi 


1966..  . 

1967  

1968.. 

1969  

1970  


Northeast 


$2,941 
3,863 
4,738 
4.228 
6,151 


Ctntral 


$2, 520 
3.119 
3,818 
2,542 
4.426 


Source:  Investment  Bankers  Association  of  Amtrlcs. 


*South 


$3,  558 
4,677 
4.733 
2,988^ 
6,640^ 


West 


$2,216 
2,580 
2,957 
1,903 
3.988 
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TABLE  3--B0N0  ISSUES  BY  TYPE  OF  UNJT 
(in  ffiilHohsj 


States 


Municipalitids 
Countiss  and  townships 


School 
districts 


Speciai 
districts 


Statutory 
authorities 


1965.. 
1967.. 
1968.. 
1969.. 
1970.. 
1971 ». 


2,330 
2,649 
2,657 
3.264 
4, 165 
6,5G0 


731 
1.284 
1,845 
1. 126 
1,684 
1,754 


2, 360 
3,  757 
3.727 
2,287 
4,533 
5. 688 


1,575 
2,036 
2,278 
1,483 
2, 127 
2,786 


763 
866 
1,301 
556 
1, 160 
1.364 


3.322 
3,842 
4,608 
2,985 
4,392 
7,260. 


1 1st  6  months  annualized. 

Source  -  Inwtstmont  Bankers  Association  of  A  norica. 

TABLE  4. -BONO  SALES  BY  GRAOE  OF  ISSUE, 
(in  millions! 


0  "* 


1966 


1957 


1968 


1959 


1970 


Aaa  JS38 

Aa    .  2.701 

A       -   2  679 

§33,    ,  •   2. 018 

Ba  (and  lower)          . «»:  _   io5 

Unrated               .    ...        .  "  .  2,703 

Total...                          .  11.037' 


$1,424 
3.725 
3.452 
2.597 
134 
2.973 

14. 434" 


$1,193 
3,831 
5.523 
3.033 
128 
2,603 

T673ir 


$1,229 
3.029 
3,603 
1,754 
66 
1.934 

ll,700" 


$1,529 
4.691 
6. 754 
3,176 
72 
2-021 

18, 032^ 


1971  > 


$2. 938 
6.530 
7,992 
3,988 
40 
3.938 

25. 306 


1  1st  6  months  annualized. "  ^ 

tt  TABL'E  5.^  RATIO  OF  NEW  fSSUE  MUNICIPAL  TO  CORPORATE  BOND  YIELDS 


(By  Moody's  ratings,  20-yoarsl  1 


Year 


AAA 


BAA 


1955.  . 
1960  r* 
1965  , 
1966 

1967  . 

1968  .  , 
1969..^ 

1970  

1971 1.. 


69 
68 
70 
67 
64 
64 
70 
73 
71 


71 
74 
71 
68 
65 
65 
72 
73 
71 


79 
76 
72 
70 
67 
67 
73 
73 
71 


 vield/corporate  yield)XlOO. 

JlsthUfof  1971. 


Nott;OeUils  may  noCadd  to  totals  because  of  rounding  and  slight  definitional  differences. 

Ue(  ENT  Developments  ix  Mauketing  Small  axd  Medium  Sized  Municipal 
'  1\oyu  Issues  ^ 

State  and  local  bond  debt  (nitHtanding  has  grown  from  $10  billion  in  1946  to 
over  .$140  blUlon  curi-ently.  Xe>v  iiumicipul  bond  isNues  in  11)70  totaled  almost  $18 
l)llllon  and  are'^mticlpated  to  climb  alK)ut  $2.'  l)illion  annually  tliiK  year. 

Part  of  thin  remarkable  record  of  growth  and  market  performance  is  the  re- 
sult of  an  ongoing  effort  l>y  public  and  private  bodies  to  a.ssist  State  and  local 
borrowers  in  obtaining  better  interest  rates  on  their  bond  issue**.  Xew  marketing 
techniques  have  been  created  to  help  small  and  medium  sized  »»ond  i^ssuers  of  good 
financial  (luallty.  who  are  often  imable  to  compete  with  large  well-known  issuers 
bet^nse  small  issues  may  be  unrated,  have  con^ilex  terms,  or  be  exposed  to  un- 
certain reception  by  the  public. 

Three  innovations— mnnicipal  bhnd  insuran(»e  progrants.  State  consolidated 
borrowing  concept,  and  State  mnnicipal  advisory  coiincils^are  designed  to  assist 
smaller  and  weaker  borrowers. 
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I.  PlUVATli  Bt>AD  I-\8tIUSCE  PLANS 


The  newly  created  and  licensed  American  Municipal  Bond  Assurance  C'ori)ura- 
tlon  (AaiBAC)  offers  a  uartjal  answer  to  Uie  problom  ot  the  small  and  medium 
size  borrowers.  The  AMBAC,  a  wM]i3Lj)rivate  capital  venture,  has  been  formed 
to  inmire  the  jyayment  of  principal  and  Interest  on  niuillci|)al  bonds  such  as  those 
Jnst  described  which  are,  comparable  to  "A"  and  "Baa"  ratings.  Within  certain 
llniltatlons.  AMBAC  will  Insure  both  revenue  and  general  obligation  bonds. 

The  Increased  Interest  of  dealers  nud  banks  In  an  insured  Issue  and  the  lower 
Interest  costs  the  Insured  bonds  will  command  should  result  in  average  gross  in- 
terest cost  savings  ccmslderably  in  excess  of  the  cost  of  the  insurance,  according 
to  (\mipany  spokesmen.  Standard  and  Poor's,  a  nationally  recognized  rating 
service,  has  agreed  to  give  a  rating  of  "A A"  to  AMBAC-insured  issuers. 

AMBAC'  will  llndt  Itself  iidtially  to  Insuring  municipal  bond  Issues,  the  prin- 
cipal and  interest  <,f  which  do  not  exceed  million  in  total  amount  lappn^xl- 
mately  -1^3  ii;IUion  pai-  value).  It  expe<-ts  this  muximnm  to  be  imreiscd  tlirough 
arrangements  for  reinsurance  to  $10  millhm  or  more. 


.4.  Hond  hanks 

In  1U«0,  tlie  Vermont  .Municipal  Bond  bank  was  created  by  the  enactment  of 
I'liblic  Act  Xo.  Simply  stated,  the  Vermont  Uond  Mank  pacluiges  bond  issues 
<'f  small  and  medium  size  communities  in  the  St.Ue  and  sells  the  paclvag*»d  b(mds 
on  the  opeu  market.  The  Bank  Is  obligated  to  pay  tlie  principal  and  interest  on 
these  bonds  from  the  revenues  and  funds  of  the  Bank,  and  the  repavment  <»f  its 
Ismds  is  secured  only  by  the  revenues  and  funds  it  cxiiects  to  receive  fronj  its 
ownership  of  i>ond,s  of  the  ninnlclijallties  involved.  Although  the  Hank's  del)t  Is 
not  gimranteed  by  the  State  of  \*ermont  (an  "A-ia"  credit)  Its  bonds  receive  in- 
terest rates  lower  than  those  the  Individual  connnunity  might  otherwise  com- 
nuind  because  the  State  Legislature  is  authorized  (Lnt  not  obligated)  to  nuike 
up  any  short-fall  in  payments. 

In  December,  1970,  the  Bank  sold  Its  fi^st  issue  of  bonds  In  the  amount  of  $46 
million  due  serially  December  1, 1970  to  1990,  ranging  from  4%%  In  1970  to  f)M»% 
in  1990.  Hie  proceeds  of  the  series  were' distributed  among  44  separate  political 
subdivisions,  36  of  which  were  school  districts,  four  of  which  were  villages,  three 
of  which  were  towns,  and  one  of  which  was  the  City  of  St  Albans.  The  amounts 
of  municipal  bonds  of  these  political  subdivisions  purchased  by  the  Bank  ranged 
froai  $JK>,(K)0  for  one  town  school  cdistrlct  to  $8,875  for  a  high  school  district. 

Legislation  similar  to  that  which  created  the  Vermont  Municipal  Bond  Bank 
has  been  Introduced  In  many  State  legislatures,  not  only  New  Jersey,  Alaska, 
California.  Connecticut,  Florida,  and  Ohio.  Proposed  methods  of  securing  banks' 
obligation.^  vary  Considerably :  the  State  may  guarantee  the  bonds,  or  the  Bank 
may  have  the  authority  to  levy  some  taxes,  or  to  receive  money  from  a  State 
reserve  fund. 

The  State  Bond  Bank  concept  appears  to  work  well  in  a  state  like  Vermont 
where  there  are  numerous  small  and  unrated  communities  and  school  districts 
and  few  local  Investment  banking  firms,  but  In  other  states  (such  as  Texas  which 
has  approximately  600  Moody's  ratings  and  a  strong  Municipal  Advisory  Coun- 
cil), studies  Indicate  that  for  most  units,  lower  Interest  can  be  obtained  In  the 
open  market  rather  than  through  a  State  municipal  bond  bank. 

B.  Sitaie  school  huildirtff  authorities 

Several  States,  for  example,  Pennsylvania,  Georgia,  and  Maine  have  public 
school  building  authorities,  which  issue  bonds  for  the  construction  of  schools^  The 
school  authorities  lease  the  buildings  to  the  local  governments,  and  use  the  In- 
come to  repay  the  Interest  and  principal  of  the  bonds.  The  local  governments  ob- 
tain ownership  of  the  buildings  when  the  bonds  have  been  repaid.  In  the  States 
mentioned  above,  additional  funds  from  the  State  are  available  If  the  Authority 
Is  not  able  to  meet  Its  payments  schedule. 

The  Virginia  Public  School  Authority  has  powers  quite  similar'  to  those  of  a 
bond  bank.  This  agency  Issues  Its  own  debt  and,  with  the  proceeds,  buys  local 
governments*^  school  bonds.  In  addition  to  the  funds  the  Authority  receives  from 
the  bonds  it  owns,  it  gets  semi-annual  payments  from  the  State  school  construc- 
tion fund.  9' 

r.  State  debt  management  and  advisory  services 

An  increasing  number  of  States  are  creating  authorities  to  package  small  Is- 
sues of  their  local  governments  or  to  insure  these  issues.  These  agencies  may 
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handle  bonds  of  any  type  or  they  may  be  directed  at  helping  bonds  issued  for  a 
particular  purpose,  such  as  pollution.  North  Carolina,  Vlrgini(^,  New  Jersey,  and 
Ohio,  to  name  a  few,  have  agehcles  to  assist  local  borrowers.  (See  Advisory  Com- 
mission in  Intergovernmental  Relations:  State  Technical  Assistance  to  Local 
Debt  Management,  1965,  for  extensive  discussion  of  State  assistance  to  local 
borrowers.  This  study  Includes  recommendations  on  further  actions  states  might 
take  to  aid  their  local  units  in  issuing  debt ) 

Another  new  plan  is  being  put  into  effect  In  Minnesota  which  has  recently  passed 
legislation  whereby  it  will  guarantee  the  bonds  of  Its  local  units.  The  JState 
Auditor  will  guarantee  the  local  general  obligation  bonds,  which  are  certified  by 
counsel  to  hv  valid,  in  return  for  an  hnmediate  i)ayuient  of  2^2%  of  the  bond  prin- 
cipal or  $1000,  whichever  is  greater.  Should  the  local  government  default,  the 
State  will  advance  funds  to  cover  the  deficit.  State  law  limits  the  principal  amount 
guaranteed  to  ^00  million,  and  the  State  may  appropriate  up  to  $20  million  to 
cover  defaults. 

III.   MlMtll'AL  ADMBOItY  COf.NCII.S 

A  third  relatively  new  mechanism  to  assist  the  marketing  of  small  and  meaium 
Hize  bond  issues  at  lower  rates  is  the  State  Municipal  Advisory  Council.  There 
are  many  benefits  to  bond  issuing  localities  which  are  afforded  l)y  the  Councils,  but 
tlu'v  all  add  up  to  a  dependable  reservoir  of  capital  funds  at  a  minimum  rate  of 
int<»rest.  Tliese  savings  are  ac(K)mpli.shed  primarily  through  tlie  financial  report- 
ing activities  of  tiie  councils,  Hy  providing  financial  information  and  H^ports  on 
tiu*  i)orro\ver,  the  municipal  advisory  councils  have  given  rating  services  such  as 
Moo<ly'.s  and  Standard  &  Poor's  Corporation  the  information  needed  to  properly 
rate  hundreds  of  municipalities  which  might  otherwise  have  go;ie  unrated  or 
rc<-clved  suljstandard  ratings,  and  would  therefore  have  had  to  imy  a  hif^her  inter- 
est rate  on  their  debt  Accordlnjj  to  the  Municipal  Advisory  Council  of  Texas, 
(iwrhaps  the  largest  and  best  known  of  the  councils),  the  nunil)er  of  municipal- 
ities n: ted  rose  from  2(M>  in  IlKVr,  tiic  tijiie  of  the  establishment  of  the  Council  in 
Texas.  t(>  al)out  600  today,  and  the  ."lavings  in  interest  costs  to  l)e  iiaid  by  the 
citizens  of  Texas  is  on  the  *)rder  of  $t)  million  to  $12  million  annually.  Other 
adyisory  councils  report  similar  savings.  Thus,  it  would  appear  that  the  services 
I)rovide(i  by  municipal  advisory  councils,  particularly  in  the  field  of  financial 
reporting  have  proved  invalual)le  in  those  states  where  advisory  councils  have 
l)een  formed  and  are  active. 

In  summary,  innovative  programs  aimed  at  increasing  the  size  of  issues  of 
ifK'al  government  bonds  and  making  financial  information  available  on  small  bor- 
rowers have  been  instituted  in  many  states  to  improve  the  marketability  and 
cretlit  rating  of  the  bonds  of  their  local  units.  The  concept  of  municipal  l>ond 
insurance  written  by  private  corporations,  he  creation  of  State  bond  banks  and/or 
authorities,  and  services  performed  by  municipal  advisory  councils  are  ail  mak- 
ing it  possible  for  small  and  medium  sized  communities  and  agencies  throughout 
the  country  to  issue  good  quality  bonds  at  lntere.«it  rates  comparable  to  those  of 
large,  well-known  issuers.  As  these  programs  grow  and  expand,  even  greater  inter- 
est savings  to  issuers  would  seem  to  be  a  certainty. 

PROBi,K\r8  With  Fkderai.  Credit  Assistaxck 

There  is  already  a  large  army  of  Federal  credit  assistance  programs  tluit 
ate  growing  at  an  exp*)nentiai  rate  and  dramatically  changing  the  composition 
of  credit  flows  In  the  eeonomy.  A  key  rea.^on  for  this  rapid  growth  has  i)een  that 
this  form  of  financing  permits  the  Instatement  of  large  new  programs  without 
the  n^snlting  expenditures  being  reflected  directly  in  the  inidtret. 

(^ulte  apart  from  the  usefulness  of  the  underlying  purT)oseM  here!)V  flnanced. 
there  are  many  r)rol>lems  with  this  method  of  program  flnance, 

Hef'jre  reviewing  the  ramlfl<'ations  of  tliese.  we  should  like  to  <li»<euss  the 
^    massive  dinienslon  of  these  programs.  As  the  chart  from  the  HT>ecIal  A^nlvsis 
^  of  the  Hurlcet  indicates,  total  Federal  credit  assistance  outstanding  will  have 
^trrown  hy  2-">0  percent  over  the  last  11  ve?irs.  from  ,$100  billion  In  1W50  to  a  cot«- 
«=\eini)late(l  Jj^i^Ho  hill  Ion  in  1972.  While  that  part  reflected  in  the  hvff{jrt  will  iiave 
cfrown  Iinrdly  at  pII  in  the  last  four  years  (aj>!)r(>xlmate1y  $.10  billion  ontstand- 
Ine  frfrui  fl«««cal  1068  through  fiscal  1072).  that  T»art  off  thr  hudort  will  -^boot  from 
f^lOO  l)i»Mon  to  over  S200  l)illi(m,  therel)v  douiUing  In  four  yetirs.  In  f>u-L  I  etwf-en 
fl^-^'Hl  1971  and  1972.  flitert  imd^'eted  !oaT>s  will  increase  l)y  $2.7  Idll'on.  while 
oflf-the-bndfret  loans  will  grow  by  ^2H.7  billion. 
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•  Estimated. 

\i!rZTlm^^^^^^^  1972;  Sp^.al  Analysis.  TablaC  8  Miaufacturor's 

JIow  (l(»es  tlilH  «;U  hllllon  iiuTeum*  in  FecU.rall.v-asslwted  credit  fit  Into  the  total 
credltflows  of^e  economy?  Tlie  accompanying  table  gives  some  Indication  of 
I  mM^J^  »et  financial  capital  flows  (funds  raised)  to  that  amount  aU- 
HorlH^»fiew  dln^ct  lu»<lernl  and  Koderally-aHHlsted  borrowing.  TIiIh  fiscal  veA 
It  app4'irr«  that  the  I'e<Ienil  direct  JinVL^^Sti^ed  sliare  of  new  capital  raised  wIlP 
be  over  .iO  percent.  In  fiscal  yeai^^i^,  If  the  budget  deficit  requires  gome  $25 
billion  In  pul^llc  borrowing,  as  many  TmserverH  think,  and  If  Federally-asnlHted 
credit  programa  grow  by  approximately  $30  billion.  aR  Is  scheduled,  then  the 
combined  total  of  F(»<lernlly-ass|sted  and  direct  borrowing  will  l)c  $4r)  to  $r»r) 
billion.  Jhls  would  represent  approximately  40  percent  of  all  net  credit  de-  - 
nmnm  placed  on  the  capital  markets  In  the  next  fiscal  year.  By  fiscal  1972  the 
combined  $525  blllhm  In  publlcly-held  outstanding  Federal  direct  and  asRisttKl 
obllgatlonfl  will  equal  about  one-half  of  the  GNP  In  that  year. 

Such  a  rapid  explonlon  of  Federal  credit  demands  should  be  of  paramount 
public  concern,  especially  given  the  fact  that  the  bulk  of  It  Is  beyond  the  pale 
of  budgetary  review  and  control.  . 

1.  Federal  credit  assistance  as  a  circumvention  of  the  budget  review  and  con- 
/ro7.— Federal  credit  programs  can  distort  the  budget  as  a  document  for  orderly 
choice  among  program  priorities  and  as  an  Instrument  for  economic  control. 

The  problem  arises  from  the  way  In  which  the  government  has  chosen  to  keep 
Its  books  jind  .a  peculiar  accounting  convention  that  encourages  the  conceal- 
ment of  Federal  credit  activities. 

The  principal  attraction  Is  that  large  amounts  of  resources  can  be  allocated 
without  Immediate  budgetary  Impact.  Guarantees  are  viewed  as  costless  (ex- 
cept In  the  case  of  defaults  ()r  defaults  that  are  only  staved  off  by  elaborate 
refunding  or  grants).  Subsidised  borrowing  thnmgli  agency  lK)rrowlng  or  loan 
sale  oneratloMS  requires  seemingly  small  aopropriations  to  cover  the  debt-service 
subsidy.  However,  of  course,  these  subsidies  (and  the  attendant  administrative 
costs)  grow  through  time,  and  each  fresh  crop  of  new  commitments  brings 
higher  future  levels  of  outlays  and  contingent  obligations.  Thus,  programs  build 
In  uncontrollable  expenditures  that  snowball  through  time  and  reduce  the  lati- 
tude available  to  fntun*  (Vmeresses  and  Atlniinlstratbms.  And  the  budget— be- 
cause these  Items  art*  excMuleil — no  lonsrer  shows  the  ♦»r'onomlc  r)Ian  of  the  govern- 
ment or  Its  r»erva.Hive  Influence  over  resource  flows.  This  In  Itself  Is  Imd,  Rut. 
when  the  fact  Is  that  putting  expenditures  outside  of  the  budget  has  come 
to  he  viewed  as  a  positive  virtue,  things  are  worse  yet. 

2.  Federal  credit  proorama  often  inroUe  awkward,  expenMve,  and  dificrini- 
inntortf  financinf)  arranoementn. — Much  Federal  credit  assistance  Is  awkward 
nnd  expensive  as  a  method  of  fina ncHg.  Tn  r>art.  this  problem  Is  a  product  of 
the  muldtnde  of  programs  and  varieties  of  securities  which  the  Federal  govern- 
ment sponsors.  Although  explicitly  or  Implicitly  these  all  constitute  Federal  ol)- 
ligatlons.  they  command  varying  rates  of  Interest  ns  thev  comnete  with  nnc 
another  as  well  as  other  securities.  For  example.  Tn  Wl  Federally  guaranteed 
loans  typically  carried  gross  yields  of  01/2  percent  (while  borrowers,  after 
subsidy,  paid  rates  ranging  from  zero  to  (5  percent).  Federal  budget  and  noj 
bndiret  nerenfies  tbnt  vefir  bnrrf>we<l  at  '•ntes  Iv^tweeTi  7  nnd  0  percent, 
direct  Federal  lending  generally  commanded  still  lower  Interest  rates, 


Some  programs  ari»  fiuanced  by  sales  of  loan  assets  to  private  Investors 
as  100  percent  obllgatlonn  which  do  not  appear  as  budget  Items.  This  device  . 
may  be  used  by  agencies  that  have  no  lending  or  borrowing  authority  of  their 
own;  but  a  relatively  small  amobnt  of  seed  capital  placed  In  a  revolving  fund 
can  be^^converted  Into  a  large-scale  loan-brokering  operation  an  the  fund  Is 
turned  over  several  times  a  year.  All  of  the  additional  financing  costs  are  ab- 
sorbed by  the  Federal  government,  Including  the  servicing  of  tl|^  loans,  after 
they  are  sold.  These  programs  are  thus  able  to  Influence  the  Bow  of  credit 
and  allocation  of  resources  outside  the  discipline  of  the  budget.  -Moreover,  this 
Ih  done  without  taking  advantage  of  the  most  efficient  means  of  financing :  direct 
Treasury  borrowing, 

A  relatHl  prolilein  is  that  soiiu*  programs  not  only  assist  hor routers  but  may 
actually  elevate  them  above  the  impact  of  both  monetary  and  fiscal  policy 
and  reward  them  with  unintended  and  unwarranted  gains  from  Infiatlon  and 
credit  stringency. 

X  Federal  credit  prograrm  are  preemptive  in  their  demand  lor  credit  and 
generate  heightened  competition  lor  fundn  and  higher  interest  rates. — In  effect, 
Federal  agency  lending  operations  take  would-be  debtors  that  have  been  price- 
rationed  out  of  the  capital  markets  and  reinject  them  as  an  Agency  borrowing 
with  Federal  government  backing.  Since  these  programs  do  not  increase  the 
total  supply  of  savings  In  the  economy;  their  operation  merely  pushes  the  pres- 
sures along.  Market  rates  of  Interest  go  up  to  create  a  new  margin  of  hardship 
rases  in  some  area  that  is  not  Insulated. 

It  Is  patently  incorrect  to  argue  ^jthat  a  reshuffling  of  securities  by  Agency 
lending  operations,  such  as  the  proposed  Environmental  Financing  Authority, 
in  some  fun(1ament4il  way  lessens  the  pressure  for  all  credit  markets  by  re- 
cycling the  rationl|ig  process  at  thcvnew,  higher  interest  rates  needed  to  ratiou 
the  limited  supply  of  credit.  Carried  to  extremes,  It  will  simply  accentuate  the 
overall  financing  problem  for  State  and  local  governments  and  everyone  else  by 
driving  up  rates  of  interest.* 

4.  Federal  credit  programs  can  6e  perverse  in  their  impact  on  monetary  and 
flftval  policy. — One  of  the  ironies  involved  in  proposals  for  credit  assistance  is 
that  the  j^miU^'^f  pressures  for  such  nssLstunce  <l*-vHop  in  times  of  restrictive 
credit  111^1  higlKlntcr**st  nites.  Vet  Ht  tluit  very  tline.  tlie  infusion  of  an  addi- 
tional demand  and  a  reducing  of  the  interest  sensitivity  of  greater  amounts  of 
borrowing  exacerbates  the  problem  of  bringing  the  economy  under  control.  At 
such  times,  when  monetary  policy  Ir  forced  to  work  overtime  to  curb  demands  by 
s<iueezing  out  would-be,  borrowers,  the  injection  of  new,  strongly-positioned  de- 
mands by  Federal  agencies  Intensifies  the  rcHtraint.  Other  borrowers— of  lesser 
priority  perhaps  only  because  they-a^  unknown  or  unrepresented—are  forced 
out  by  a  process  which  drives  up  all  inWest  rates.  Unless  we  give  every  worthy 
borrower  a  Federal  subsidy  or  guarantee  or  Agency  loan,  we  must  come  to 
realize  that  in  times  of  credilT  stringenl'y,  capital  market  demands  must  he 
lessened,  not  intensified.  This  is  done  by / encouraging  savings  and  by  financing 
out  of  current  revenues.  To  the  argument  that  such  action  requires  raising  taxes 
or  making  hard  choices  among  expenditures,  it  must  be  replied  that  those  who 
borrowed  (or  could  not  borrow)  because  of  the  recent  high  Interest  rates  in 
effect  did  pay  taxes.  These  taxes  are  collected  in  the  form  of  higher  deht  service 
coKt.^  and  fewer  houses,  public  facilities,  and  other  investment  opportunities 
that  are  priced  out  of  the  market. 

.*).  The  ultimate  influence  of  Fedcml  credit  programs  on  credit  flows  and  re- 
.vo///*c('.y  it  nnNcnr  and  may  fte  eon nter prod urtirv.—Vi^{\vTi\\  credit  assistance  is 
necessiirily  dis<Timinntory  and  (-ertainly  stiinulntive  of  total  credit  demands.  lUit 
our  knowledge  of  the  longer-term  consetiuences— the  details  of  restrictive  credit 
and  resource  tioww  and  tht^r  economic  and  political  implications-  remain  hMZ\ 
at!>est. 

The  answer  that  Wwse  credit  programs  merely  reclinnnels  existing  credit  iiow.s 
misses  tlic  l><>i"*^- 

As  we  and  others  liave  repeatedly  i)ointe(l  out,  nny  rearrangirig  of  credit  flows 
ns  a  njcnns  of  levering  resources  from  one  use  to  another  nlwavs  involves  a  loser 
who  has  been  bid  out  of  the  market.  Just  as  the  hiulgct^loes  not  reflect  the  bene- 
ficiaries of  these  programs,  neither  does  it  disclose  the  activity  that  no  longer 
takes  place.  The  net  results  mny  be  conipletely  counterproductive. 

The  ult|,!nate  alternative  could  he  one  of  srrap[)in;r  n  free  capital  market  and 
the  substitution  of  blanket  I'Vdeml  credit  support.  The  oniy  borrowers  then 
would  he  those  with  "priorities.*' 
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l*B(iHii^iia  With  Pahmkbh  Homk  Admimsthation  Handling  of  PimLic  Facility 

The  ptirpose  of  th»»  lending  program  in  the  Kuruiers  Home  Administration  Im 
to  provide  funds  for  rural  communltlOH  which  wonid  he  tinable  to  obtain  HufHclent 
iTedlt  elsie^where  to  flnunoe  vital  piibllr  projects  that  will  further  the  economie 
development  of  their  areaa  In  our  tentimony  before  this  Committee  In  1907  and 
in  Kevetsil  BtatementH  to  tlie  KHA.  we  have  (llscnnsed  problems  In  the  adminlNtra- 
tlon  and  broadening?  scope  of  the  lendin;:  projrruni.  Yet^^ln  Its  handling  of  the 
community  facility  loan  profn-am,  the  FHA  ban  continued  to  skirt  Its  8tatutor5- 
powers  and  to  If?nore  ("onfrreHslonal  Intent  by  lendlnK  to  financially  al)le  coni- 
miinltles  for  projects  at  RubmarUet  rates,  Many  of  these  projects  could,  by  no 
Htretch  of  the  Iraafcinatlon,  be  ccmsldered  neceHsarv  or  a  benefit  to  the  general 
community, 

The  FHA  has  repeatedly  made  loann  to  conun unities  who  could  otherwise 
have  borrowed  In  the  market,  I'nItH  with  very  «ood  credit  ratings  (such  as 
"A^")  have  received  FHA  loans.  And  towns  whose  population  far  exceeds  the 
^  <  urrent  population  guideline  of  5,500  have  also  irotten  FHA  funds.  Even  In  cases 
whej-e  private  bids  have  been  made  on  the  loans,  the  FHA  has  persisted  In  taking 
the  Issue  Itself.  Clearly,  the  Intent  of  FHA  financial  assistance  was  violated  In 
the^e  cases.  I^nfortunately,  notlilng  In  the  pending  legislation  would  assure  future 
compliance  with  (VmgressloDal  Intent  and  cure  the  unwanted  and  expensive 
circuniventir)n  of  the  eouveivtlonal  market 

In  addition,  there  Is  evidence  that  many  of  the  debt  Issues  t^en  by  the 
FHA  could  have  been  financed  In  the  open  market  had  they  not  contained 
unttsiml  and  unnecessary  provisions  which  made  them  unacceptable  to  private 
In ve8tT>rs.  There  are  mtiny  features  which  could  discourage  Investors  from  taking 
bonda  Tnese  might  Includfe  an  odd  Issue  size,  small  and  unusual  serial  maturities, 
a  legal  opinion  by  an  unrecognized  bond  attorney,  or  uhusual  call  provisions. 
The  FHA  should  Institute  the  requirement  that  bond  Issues  It  considers  should 
first  be  tested  in  the  market  to  see  If  they  can  be  sold ;  and  FHA  should  dis- 
courage talltwrlng  of  an  Issue  to  make  It  unattractive  to  private  investors. 

At  the  local  level.  FHA  has  actively  recruited  borrowers  with  the  promise 
of  a  grant  If  an  FHA  loan  wa^  a<'cepted;  and  has  at  le&st  threatened  Implicitly 
that  the  penalty  tor  financing  through  pVlvat^  sotirces  would  be  the  loss  of  such 
a  grant.  Such  recruitment  of  loans  by  the  FHA  ties  up  Its  funds,  which  might 
better  be  used  to  help  poorer  comm untitles. 

The  FHA  relending  rate  is  frozen  at  5%,  ah  unrealistic  and  unrea,sonablv 
h>w  figure  In  light  of  Interest  rates  In  the  market  today.  At  Auch  a  low  rate, 
the  FHA  Is  undoubtedly  finding  no  lack  of  borrowers,  for  the  ihterest  rates 
for  most  long-term  municipal  bonds  of  any  grade  are  now  above  that  level. 
Any  new  legislation  must  provide  a  specific  definition  of  '^reasonable  rates", 
'  In  1966,  the  Administrator  of  the  FHA  stated  to  the  IBA  that  his  definition  of 
"reasonable  rates"  as  set  forth  In  that  Act  was  *'the  rate  currently  prevailing 
in  the  community  for  credit  for  similar  purposes  and  for  the  periods  of  time 
In  which  the  specific  n)orrower  will  need  to  be  successful."  Almost  imme<llately 
thereafter  the  Assistant  Secretary  of  Agriculture  wrote  that  "the  FHA  Is  not 
attempting  to  determine  whether  such  rates  are  considered  reasonable  In  the 
current  money  market"  This  conflict  of  Interpretations  clearly  demonstrates 
tlie  need  for  "reasoi^hle  rate"  to  he  precisely  explained.  Furthermore,  the 
definition  of  "reasonable  rate"  must'^allow  the  relending  rate  to  fluctuate  with 
money  market  condition.^. 
^  V  ,     In  1962.  FHA  began  a  program  of  making  loans  to  associations  for  the  purpose 

of  providing  rural  residents  with  outdoor  recreational  facilities.  A  recent  In- 
vestigation by  the  General  Accounting  Office  (August.  1971)  concluded  that 
projects  financed  by  the  FHA  benefited  only  a  limited  nupiber  of  rural  residents. 
In  fact.  Included  In  the  GAO  review  were  14  projects  for  golf  facilities  which 
served  less  than  four  percent  of  the  rural  residents  In  the  areas  In  which  they 
were  located.  GAO  also  found  that  some  FHA  financed  projects  served  primarily 
urban  rather  than  rural  residents.  In  other  cases,  facilities  established  restrictive 
memhershlp  policies  creating.  In  effect,  private  clubs  hulid  under  a  public  pro- 
gram. FHA  financed  projects  also,  competed  with  existing  projects,  and  often 
included  land  and/or  facilities  which  were  in  excess  of  project  needs 
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The  GAO  report  nnderllnes  the  disregard  for  project  objectives  and. for  statu- 
tory intent  which  has  characterized  the  FHA's  administration  of  Its  lending 
programs.  It  is  diflacult  to  understand  expansion  of  the  scope  the  r(inge  of  the 
Fanners  Home  Administration,  particularly  in  the  absence  of  corrective  measures 
geared  to  end  Qbuse  of  the  discretion  granted  In  the  existing  Act*  The  following 
letter  suggests  measures  which  would  correct  the  prohlems  outlined  ahove. 

Hon.  James  V,  Smith, 

Adminiatrator,  Farmera  Home  Administration,  VM.  Departm<mt  of  Agriculture, 
Wa3kin{fton,D.C\ 

Deab  Mr.  Smith  :  As  requested,  we  are  pleased  to  submit  herewith  rwoiu'- 
mendatlons  from  the  undersigned  Committee  of  the  Investment  Bankers  Associ- 
ation which  we  suggest  be  incorporated  in  your  policies  to  permit  conventional 
capital  to  participate  in  municipal  waterworks  and  sewer  projects  now  being  ^ 
Federally  financed  wholly  by  the  Farmera  Home  Administration  (F.H.A.). 

1.  In  all  cases,  at  the  initUU  point  where  P.H.A.  Is  called  in  at  the  local  level 
to  discuss  assistance  with  an  applicant,  an  inrestment  banking  firm  should  make 
an  investigation  and  submit  a  written  opinion  to  confirm  that  It  Is  not  feasible 
for  the  tBpl leant  to  6Main  the  desired  amount  of  financing  In  the  conventional 
capital  ilprket  at  reasonable  interest  rates.  This  should  toe  done  before  F.H.A. 
makes  a  financial  analysis.  The  investment  banking  firm  should  have  reasonable 
time  (perhaps  fifteen  business  days)  upon  receiving  engineering,  economic,  and 
other  supporting  data  In  which  to  analyze  the  situation  preparatory  to  render- 
ing the  opinion.  On  the  other  hand,  should  such  investigation  and  opinion  find 
that  financing  from  the  conventional  market  is  feasible.  It  should  to  the  extent 
possible  include  a  ^atement  assuring  F.H.A.  and  the  applicant  that  under  cur- 
rent market  conditiwis  such  financing  could  be  reasonably  expected  to  be  con-  ' 
Kummated  successfu^.  Fundamental  to  this  entire  concept  should  be  the  dear 
understanding  that  an  advance  financial  analysis  of  the  applicant's  particular 
clrcumstancea  by  a  competent  investment  banking  concern  is  a  prerequisite  to, 
the  entrnnee  of  F.H.A. 

2.  Experience  indicates  that  once  discussions  with  an  applicant  begin  at  the 
\oe(^\  level  by  F.H.A.,  these  talks  lead  more  often  than  not  to  F.H.A.  financing, 
re^rdless  of  the  availability  of  credit  elsewhere.  It  Is  recommended  that  the 
F.H«A.  not  seek  applications.  If,  however,  an  oral  or  written  promise  of  F.U.A. 
aid  has  already  been  made,  it  is  suggested  that  any  such  agreement  shall  not 
t)ecome  a  funded  commitment  until  an  investment  banking  firm  has  advised 
P.H.A.,  in  writing,  that  all  or  a  part  of  the  financing  is  not  obtainable  through 
the  conventional  market  at  reasonable  Interest  rates.  The  transaction  of  such 
financing  through  the  conventional  market  should  not  be  compromised  In  ad-  - 
vance  by  any  P.H.A.  inducement  of  a  loan.  At  this  time  such  loan  would  be  at 

interest  for  an  amount  which,  when  added  to  the  grant,  would  accomplinh 
100</f  of  the  financing. 

.3.  F.H.A.  should  adopt  a  policy  that  grants  and  loans  are  to  be  considerecl 
separate  programs.  The  proposed  loans  should  be  made  In  conjunction  with 
grants  only  after  6om»  fide  testa  of  conventional  capital  markets  have  shown  the 
nnavailability  of  conventional  loans  at  reasonable  rates.  Such  tests  should  be 
far  more  definitive  than  declination  of  the  loans  by  two  or  three  local  banking 
Fourcea. 

4.  P.-H.A.  policy  should  clearly  define  reasonable  rate  as  meaning  interest  rate, 
not  Individual  user  rate  per  month.  The  interest  rate  concept  Is  in  line  with 
the  ".  .  .  prevailing  private  And  cooperative  rates  and  terms  in  the  community  . 
in  or  near  which  the  applicant  resides  for  loans  for  similar  purposes  and  period's 
of  time."  The  preceding  phrase  is  a  direct  quotation  from  Section  333(a)  of  the  * 
ronsolidated  Farmers  Home  Administration  Act  of  1961.  where  this  definition 
of  interest  rate  originated  as  a  directive  from  the  U.S.  Congress.  Through  the 
years  the  F.H.A.  has  always  used  this  original  definition  for  Its  farmer  programs 
and  rural  housing  lending.  It  Is  continuing  to  do  so  today.  The  F.H.A.  should 
employ  the  same  definition  for  its  water  and  sewer  loans  (under  the  same  Sec- 
tion 333(a) )  to  fanners  and  rural  people  grouped  together  In  the  form  of  water 
and  sewer  districts  and  rural  municipalities.  " 

We  understand  that  F.H.A.  Js  now  requesting  a  change  In  the  Federal  statute, 
from  the  present  maximum  municipal  (water  and  sewer)  loan  rate  of  5%  to  a 
Treasury  cost-pf-money  formula.  The  Investment  Bankers  Association  supports 
such  change  and  will  cooperate  to  bHng  It  about.  There  is  no  question  that  the 
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5%  subsidized  rate  has  in  many  Instances  delayed  progress  by  enticlnc  local  offi- 
elsewhere.  Meanwhile,  wo  recommend  that  "reasonable  rate"  refer^Tto  above 

vLh  f  "^.J"  r^'^.^i  ^  "^^^  '^^^        than  110%  of  theTverage  mfrke^ 

yield  for  the  Immediately  precedinf?  calendar  month  on  munlcipd>  b^^^^^^ 
fourth  investment  mde  and  of  maturity  comparable  to  those  of  ^roblLatfons 
e^MhU^  for  purchnse  by  the  F.H.A.  Another  altornative  mij^ht  bl  T  use  t^^ 

utnlzK^F  ^^^^^^^  'i^hV  rr'^'*'^       "^"^"^'^y*  similarlo  a  formm^ 

utilized  by  IMI.A.  for  certain  Individual  rural  housing  loans.  There  could  be 
other  formulas  that  would  be  equitable.  * 

5.  rt  Is  recommended  that  the  relative  proportion  of  the  prant  and  loan  for  a 
fnven  project  be  such  that  conventional  funds  can  be  attracted  to  the  loan  por 
ton.  ThlH  would  release  F.H.A.  monies  for  applicants  which  cannot  obtain  credit 
elsewhere  Conventional  funds  can  be  attracted  only  when  the  annual  operating 
income  minu.M  annual  operating  expenses  provides  annual  net  operating  income 
.sufficient  for  customary  maricet  coverage  of  loan  debt  service,  beyond  a  l,reak- 
even  point.  W 1  hout  conventional  coverage  and  consumer  rates  in  support  thereof 
it  would  be  unlikely  that  F.H.A.  could  be  relieved  of  any  portion  of  the  flrwnchig 
Although  It  is  recognized  that  social  implications  are  involved  when  coverage 
exceeds  debt  service  requirements,  it  should  be  remembered  that  the  ultimate  in- 
vestors not  the  underwriters,  require  such  protecHon.  More  important,  though, 
conventional  coverage  Is  con.sistent  with  sound  banking  practice  and  in  the  long 
run  works  to  preserve  the  applicant's  credit  standing. 

«.  In  cases  where  conventional  capital  sources  cannot  underwrite  the  loan 
portum  for  an  applicant,  it  becomes  especially  Important  that  the  obligationH 
taken  by  KH.A.Cnre  in  a  form  which  can  be  marketable  at  a  later  date  as  a 
Farmers  Home  In.^ured  Note.  We  are  aware  that,  at  this  time,  there  Is  no  cen- 
trallzatiot^of  obligation  standards  and  covenants  from  State  to  State  Moreover 
present  F.H.A.  policy  with  regard  to  such  mechanical  features  as  denominations! 
maturities,  call  pro\5isions,  etc..  are  at  variance  with  conventional  methods  The 
rB.A.  would  be  happy  to  provide  a  rommittoe  to  cooperate  with  FHA  in  at- 
teijiptrng  to  standardize  all  such  obligations,  with  a  view  toward  trying  to  work 
out  a  form  of  promissory  note  which  will  he  maricetable. 

7.  Investment  bankers  are  available  natinn-iridc.  Their  assistance  to  F.H.A. 
ran  be  valuable  in  the  determination  of  credit  elsewhere.  To  this  end,  we  have 
suggested,  in  paragraph  1  above,  that  an  applicant  seeking  Federal  a.ssistance 
through  FJI.A.  have  the  service  of  an  investment  hanking  firm  experienced  in 
munlc-ipal  bond  financing  from  the  inception  of  the  project.  Evidence  that  com- 
petent hanking  services  are  being  provided  to  the  applicant  should  be  furnished 
in  writing  to  F.II.A.  There  is  also  the  possibility  that  a  dispute  could  arise  be- 
tween F.H.A.  and  a  local  community  with  regard  to  credit  elsewhere.  The  I.B.A. 
w«)uld  cooperate  to  furnish  members  to  a  national  review  committee  to  arbitrate 
such  disputes.  No  such  industry-government  cooperative  or  liaison  groiu)  now 
exists. 

«.  (Compensation  for  investment  hanking  services  should  be  based  upon  the 
overall  project  and  the  total  amount  of  the  applicant's  financing.  Such  compensa- 
should  rightly  he  considered  an  eligible  and  fundable  item  of  project  cost, 
engineering,  legal,  accounting  and  other  similar  costs  of  the  project. 
,^Tt'Mould  also  J)e  remembered  that  there  is  a  difference  fnot  fully  recognized  here- 
l-oTore)  in  the  tyi)e  of  knowledge  and  counselling  that  can  be  offered  by  bond 
(vftorneys  MS  rM>mpnred  to  investment  banking  firms.  As  a  matter  of  fact,  a  com- 
petent investment  banker  can  effect  efficiencies  in  time  and  money  for  an  appli- 
r-ant  by  coordinating  his  counsel  uith  other  problems  and  costs,  such  as  those  in 
connection  with  the  engineering,  legal,  and  accounting. 

Respectfully  submitted. 

William  S.  Magnus,  Cincinnati;  Robert  M.  Kirrhner,  Denver;  L.  F. 
Murphy,  New  Orleans;  John  E.  Petersen,  Washington,  I).r. ;  Glenn 
R.  Schultz,  Little  Rock;  Alvin  V.  Shoemaker.  New  York  Pity;  Ar- 
thur Tresch,  Pittsburgh  ;  A.  J.  Warner,  T^uisvllle ;  Robert  II.  Worde- 
loan.  Cincinnati :  Stanton  Aby,  Minneapolis;  ,Iohn  F.  Fogarty,  Kan- 
sas City;  David  K.  Hartley,  San  Francisco;  Wflllam  R.  Hough,  St. 
Petersburg;  Dcmald  A.  Meyer,  Seattle;  Peter  C.  Mohr,  Montgomery. 

Coohairmen. 
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Mr.  FooABTV.  One  examj>le  of  this  was  the  program  the  Economic 
Development  Administration  used  to  follow  on  many  loans  in  de- 
pressed areas,  where  they  would  take  up  to  65  percent  of  the  loan  in 
a  subordinated  role  if  2i)  perc>ent  could  be  underwritten  from  the 
private  market  in  the  primary  role;  and  then  the  remaining  15  per- 
cent was  eo/uity  money  or  <  onmiunity  money  which  ocxupied  a  third 
vjl(i^=^tkdAinis  worked  beautifully. 

That  hasn't  happened  in  a  long  time.  Now  the  Economic  Develop- 
nient  Administration  takes  it  all.  In  that  practice  we  think  that  there 
is  a  little  lack  of  expertise  and  a  little  carelessness. 

Mr.  MurT)hy  will  further  expand  on  this.  He  has  worked  with  the 
Farniere  Home  AdminiKtration,  and  has  had  a  number  of  meetings 
with  their  entire  top  staff,  I  am  going  to  ask  him  to  tell  you  a  little  bit 
of  his  experience. 

Senator  HuMPitREY.  Yes,  indeed. 

STATEMENT  OF  LEE  MTJRPHY>  LADD  DINKINS  &  CO.,  NEW  OE- 
LEANS,  LA.,  REPRESENTING  THE  INVESTMENT  BANKERS  ASSO* 
CIATION  OF  AMERICA 

Air  MvRPiiv.  At  this  point  we  would  like  to  take  a  few  moments  to 
discuss  the  problenis  that  have  been  encountered  with  the  Farmers 
Home  Admini.stration  luindlin^^  of  public  facility  loans.  A  number  of 
these  difficulties  would,  in  all  probability,  occur  in  the  application  of 
S.  >'2'2Z. 

Kveu  though  FHA's  mission  is  to  provide  funds  for  vital  public 
projects  ill  rural  aretus  where  credit  is  unavailable  from  the  private 
sector  of  the  market,  we  liave  found  the  FHA  i^ioring  congressional 
intent  by  lending  to  conmmnities  that  could  obtain  credit  elsewhere. 

In  addition,  and  as  we  have  pointed  out  to  the  FHA  in  previous 
testimony  before  this  committee,  many  of  the  issues  that  are  financed 
by  FHA — which  could  be  privately  financed  are  made  unacceptable 
to  the  priyate  sector  because  the  bond  issues  have  been  structured  in- 
correctly or  have  contained  unusual  and  nnecessary  provisions  making 
them  unacceptable  to  private  investors — such  as  lack  of  proper  bond 
indentures,  faulty  call  provisions,  unrealistic  structures,  et  cetera. 

A  further  serious  problem  has  been  the  allocation  or  division  of  the 
grant  and  loan  moneys.  Here  we  have  found  FHA  pror^iising  grants 
of  considerable  size  if  the  community  accepted  an  FhA  loan.  Wouldn't 
the  congressional  intent  be  followed  more  closely  if  a  grant  aided  a 
community  to  finance  through  the  private  sector? 

Further,  the  FHA  lending  rate  at  the  present  time  is  frozen  at  5 
percent  which, vtYs  you  know,  is  lower  than  rates  have  been  in  the  mar- 
ketplace for  the  last  few  years.  Obviously  at  this  rate  there  is  and  will 
be  no  lack  of  borrowers  from  FHA. 

In  1962  FHA  began  making  loans  to  provide  rural  residents  with 
outdoor  recreational  facilities.  An  investigation  by  the  General  Ac- 
counting Office  in  Aug^ist  1971  states  that  these  loans  only  benefited  a 
limited  and  select  number  of  the  residents  involved.  In  fact,  it  was  re- 
ported fliat  14  projects  for  golf  facilities  were  found  which  served 
less  than  4  percent  of  the  niral  residents  of  the  area. 

However,  more  disturbing  than  this  was  the  fact  that  20  percent  of 
the  borrowers  were  delinquent  in  payments  on  these  loans. 

6.V582-— 71--pt.  4  29 
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I  might  add  that  in  our  ineetiii<rs  with  FIIA  oarlier^t'hifl  year  some 
considerable  coiu  ern  was  expressed  as  to  tl»e  default  records  ou  a  num- 
ber of  FHA  loans. 

In  8umimirizin|Lr  this  aspect  of  our  testimony,  is  not  the  question 
basically  this:  "In  view  of  the  fact  tliat  there  are  not  enoufjh  4||^nls 
to  finance^  tliese  programs-  shouhiirt  we  cncouni^e  all  borrowers  U) 
utilize  I  he  [)rivate  sector  of  tl)e  market  to  its  fullest  extent  before  we 
utilize  Federal  moneys 

(The  attachment  to  the  statement  of  Mr.  Mnrpliy  follows :) 

ClUTEJllA  FOIl  FKDKRAL  CKKDIT  AHHIHTANCIC  to  CO.MMrNlTIEH 

Any  iu»**<l  for  credit  assiHtiince  nlioiild  l>e  tiriuly  (established  and  carefully 
documented. 

Once  a  parlicular  need  Is  demonstrated,  then  tlie  credit  assistance  ni(V'hanlsiu 
used  to  meet  that  sliould  he  desi^^ned  to  avoid  unfair  and  waHteftil  c<»m|K»- 

tltion  with  the  private  capital  nnirket.  \Vher(»ver  possihle.  it  Is  better  ro  ab(»w 
the  market  n)e(-iuinisni  to  continue  to  allocate^credlt  anion;;  competing;  uses. 

Credit  assistance  proKrani.s  should  he  desltjned  so  as  t(»  dearly  refl**ct  (he  Niil>^ 
sidy  they  contain  and  the  other  costs  entailed. 

Credit  assistance  proRranis  hliould  Ik»  as  simple  and  stralRhtforward  as  possi- 
ble. Tliey  should  not  lead  to  a  f>n»liferatlon  of  new  bureaucracies  and  Institu- 
tions to  hauiUe  each  particular  in-oblem. 

Credit  assistance  sln)uld  not  constrain  the  fre*»doni  «)f  actloti  and  ready  a<('ess 
to  th(»  market  on  the  part  of  all  State  and  local  ^(tvcrnnients. 

Cr(»<Ht  assistance  >!houhrnot  be  us(M  instead  of  Rrants-ln-ald  where  the  latter 
are  preferable  and  re(juired,l  * 

Senator  ITi'mpmukv.  T  ho[)e  that  wc  will  l)e  able  to  fashion  le^ri^la- 
tioi^  hcn»  whicli  will  eiicoura^rc  the  use  of  th(»  private  market  uith  tlie 
proposals  that  \vv  otler  to  be  short-  of  sweetness  in  the  s(Hise  that  they 
will  take  a  shan*  of  the  loan,  but  not  necessarilv  the  lion's  share,  the 
^rcat  share,  I  think  these  parti('i[)atinor  loans  fiave  orpCat  merit.  Wo 
hav(»  liad  discussions  about  it  with  otlier  witnesses,  about  KHA  bein^r 
able  to  have  the  insured  loan  pi*()<^ram  and  the  participatino;  h)an 
pro|;;ram,  like  the  SB.V  or  Small  Business  Administi^ation. 

And  I  was  rather  interested  in  what  you  said  h(i*e,  Mr.  Fo;^arty, 
about  the  KDA.  T  dichrt  know  that  EDA  has  stop[)(»fl  that  practice: 
that  is,  a  ])art icipatin<r  loan  where  you  have  about  15  [)ercent  lo'*al 
etjiiity  capital.  ^ 

Mr.  FnoAKTv.  Ri^ht. 

Senator  IIi'mpiikkv.  Or  in  kind.  I  siujposi*,  but  a  local  e(iuity,  yon. 
c()uldcall  it  -  and  then  (i^pei-cent  would  Ik'' K DA  -  — 

Mi%  F()(;AiiTV.  Twenty  i)ercent  in  the  open  market. 

Senator  Ifi'MPHUKv.  And  liO  [)ercent  in  the  open  market. 

Mr.  FocjAKTY.  Wc  haven't  ^ven  the  20  percent  in  the  open  mark(»t  for 
a  number  of  yeais.  I  think  perhaps  they  are  <:ettimr  1.^  percent  in  the 
comnumity,  but  the  VA)\  is  taking  the  rest. 

Senator'  IIi  .mpiikkv.  But,  with  the  desperate  need  for  cai)ital  we 
ought  to  be  tapping  every  scnirce  that  we  can  and  Knding  every  way 
and  means  of  being  able  to  do  it. 

I  want  to  clear  with  vou  that  I  am  not  interested  in  developing  a 
mechanism  that  stifles  the  flow  of  .j^rivate  capital  into  the  community 
need  and  job  developiiuMit,  economic  development.  What  we  ought  to 
be  looking  for  and  what  I  hope  we  will  be  looking  for,  and  wliat  we 
will  come  out  with,  is  something  that  stnuulatcs  the  flow  of  private 

\ 


ERIC 


451: 


445 

capital  and  that  this  bank  proportion  and  the  title  I  and  II,  however 
we  ultimately  design  it,  are  supplemental,  not  to  supplant  what  you 
are  doiiig,  but  sAppTemental. 

And  r  am  going  to  say  to  you  earlier  what  I  said  to  other  witnesses, 
that  after  we  are  through  with  this  test  imony  and  after  you  have  made 
your  presentation,  m\d  we  have  some  cross-exaniiiiation  que^ftioning 
here,  that  as  I  mentioned  yesterday,  I  want  your  staff  people  to  meet 
with  our  staff  people,  ^o  over  your  8ugge>stions  and  see  how  we  come 
out,  and  see  what  solutions  we  can  find,  what  modifications  or  adjust- 
ments. We  may  not  agree,  but  we  may  in  many  Instancies.  I^et  s  .-ee 
what  we  can  do  and  that  is  the  instructions  to  bur  staff  for  people  of 
your  quality  that  come  in  here  with  your  knowledge  of  banKiiig  and 
background.  .  v 

We  have  said  the  same  thing;  as  you  have  noticed,  to  the  rural 
electric  people  here,  and  to  the  independent  bankers;  we  have  met 
with  the  independent  bankers  and  we  have  said  it  to  some  of  the  farAjj 
organizations.  We  want  thm*  advice. 

Now, go  ahead  with  the  ne^tpresentatioh. 

STATEMENT  OF  THOMAS  MAMIh^SON,  UNDEEWOOD,  NEUHAUS  & 
CO.,  HOUSTON,  TEX.,  EEPEESEimNG  THE  INVESTMENT  BANK- 
EES  ASSOCIATION  OF  AMEEICA 

Mr.  MAJSTKiisoN,  Senator,  you  have  made  my  i)re.sentation  for  nie, 
and  I  couldn't  more  wholelieartedly  agree  witli^vour  coinments.  it  is 
the  thrust  of  ;my  remarks  to  simply  echo  and  agree  with  what  you 
have  just  said,  that  it  is  our  hope  that  the  purposes  which  you  are 
trying  to  serve  in  this  legislation  can  best  be  served  by  combiniHg  the 
resources  of  the  public  and  the  private  sector! 

We  beliwe  that  to  the  fullest  extent  possible  the  resources  of  the 
private  sector  should  be  utilized,  and  the  funds  from  the  public  sec- 
tor—the  Federal  sector— should  be  available  only  as  a  lender  of  last 
resort. 

We  fiave  some  sugjojestions  which  we  would  fike  to  otl'er  in  this  con- 
nection, both  in  keeping  with  this  legislation  and  in  keeping  with  our 
attitude  towards  the  Farmers  Home  Adniinistratiou  |)rograui.  One 
would  be  that  we  feel  that  eligible  borrower.s  should  be  required  to 
offer  their  bonds  for  public  sale  in  the  open  market  within  the  interest 
rate  linutations  imposed  by  State  law. 

Secondly,  we  feel  that  bonds  should  be  ottered,  as  Mr.  Muri)hy  has 
suggested,  in  a  readily  marketable  form,  in  a  manner  deviigned  to  pro- 
duce the  lowest  possible  net  interest  cost  for  the  community. 

Finally,  we  feel  that  the  intere.st  rate  si)ecified  in  the  Federal  loan 
program  for  a  Federal  bank  should  be  at  least  ^competitive  w  ith  rates 
in  the  open  market. 

Senator  Humpuuey.  I  think  we  do  provide  that  in  title  II  here. 

Mr.  FoGAKTY.  It  is  just  a  1  ittle  vague. 

Senator  Humphrey.  Yon  may  want  to  take  a  look  at  j^hat,  but  that 
was  the  intent.  Aud  if  there  are  loans  that  have  to  be  assisted,  we  will 
set  up  a  real  way  of- identifying  that  assistance  so  that  it  isn't  covered 
up.  Ihe  idea  was  to  get  it  out  in  the  open.  If  we  are  going  td  subsidize 
a  loan,  let's  say  we  are,  and  not  tiy  to  put  it  under  tlie  table  and  fool 
somebody. 
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ilr,  Masi^eksox.  You  can  appi'eciate  tliat  oiu;  concern  from  this  point 
arises  from  exi)erience  with  the  Farmers  Home  program.         ,  . 

Another  poiii't  wouhl  be  that  we  feel  that  participating  communities 
should  have  the  ri^ht  to  redeem  secunties  held  by  the  bank  at  anj 
time.  desi)ite  the  fact  that  there  might  be  an  absence  of  call  'provisions 
in  the  bond  indentui-e.  Many  local  communities  that  prosper  and^row 
^would  desire  to  pay  off  their  bonded  indebtedness  faster,  and  perhaf)S 
redeem  it  and  reissue  it  at  lower  rates  of  interest  in  the  public  market. 
•  Other  tiling  could  be  considered.  Hi^Cat  this  jnnctni-e  I  think  it 
wotild  perhaps  I>e  best  to  leave  it  to  a  discufeion  l>eitTween  oiir  st^tf  and 
tlie  conuuittee  staff,  as  yon  have  already  sutjgested. 

We  would  liWc  to  point  out  to  you  some  of  the  innovations  which  we 
are  attempting  in  thtib^private  sector  these  days  to  lower  borrowing 
co^<  for  smaller  units  of  local  government.  Some  States  have  created, 
and  ()tli,er,s  are  in  the  procesf^  of  creating,  nmnicipal  bond  banks  to  pool 
the  issues  of  small  units  of  local  government  into  a  larger  issue  to 
brinir  to  the  public  market  as  one  big  block  of  bonds.  Vermont  lias 
.done  this.  '      '  • 

Senator  IIi^mimjkky.  How  do  thev  do  it?  AVhat  is  the  formula  for 

thatrc 

Mr.  Ma?^tku8()X,  In  the  cnse  of  the  State  of  Verijiont,  we  had  an  is- 
sue last  I')eceml)er  ITx  in  which  they  pooled  some  47  local  communities, 
many  of  them  nonrated  bonds,  mA  put  thepi  under  a  State  bond  bank. 
In  this  instance,  they  did  not  lend  the  full  faith  and  eredit  of  the  State 
hut  merely  lent  the  credit  of  each  one  of  the  communities  to  the  credit 
of  the  others.  And  by  pooling  these  issues  they  sold  them  as  a  double- 
A  rated  bond  in  the  open  market,  and  got  a^vefy  favorable  rate  of 
interest. 

Jn  yo\ir  State,  Minnesota,  there  is  a  program  underway  by  which 
the  State' has  agreed  to  guarantee  the  obligations  of  small  units  of 
local  government.  This  is  another  ^eat  step  forward  and  TcompU- 
nient  yqnr 8tate  on  its  prajpress^tntlnsitrear.  -  >  • 

This  type  of  legislation  is  under  consideration  in  innumerable  States 
and  we  commend  it  to  you  as  one  of  the  things  which  the  private  sector 
is  doing  to  accomplish  the  goals  which  you  se^k  in  tliis  legislation. 

Senator  Hitmpifrky.  I  think  we  ought  to  note  for  our  record  pur- 
l)oses,  and  any  rei)ort  that  we  ultimately  make,  if  we  can  report  out 
nny  kind  of  legislation  here,  that  these  efforts  are  being  majile  now, 
'  these  innovations  ai-e  now.  And  any  information  that  you  can  present 
to  us  in  more  detail  on  the  innovations  in  th^  private  bond  ^narkej^  how 
the  public  sector  is  being  served  by  these — this  new  type  of  consortium 
arrangement,  pooling  arrangement — would  be  very  nelpful.  I  think 
that  we  want  to  get  that  into  oun  record.  We  are  going  to  publish  a 
committee  print  of  the  Federal  programs  that  are  of  help  to  rural 
development. 

I  tlunk  we  ought  also  to  have  as  many  instances  in  there,  examples 
of  private  programs  of  help,  as  well  as  what  we  are  doing  at  the  State 
level,  like  Vermont.  I  remember  this  Vermont  issue.  1  can  recall  th^  it 
was  in  the  Wall  Street  Journal.  I  saw  an  ad  about  tlmt/ 
Mr.  Masterson.  It  got  a  great  deal  of  publicity.  ^ 
I  would  suggest  that  there  is  another  new  ])rogram  which  we  feel  is 
very  significant  in  which  i)rivate  insurance  companies  are  insuring  the 
(lebV  of  small  units  of  local  government.  This  is  just  getting  off  the 
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IS  fer  a  fee  guaranteeing  the  obligation  of  that  small  unit  of  local 
g^rnment  to  the  purchaser  of  the  bonds.  And  in  doing  so  they  al$o- 
ale  getting  a  "double  A"  rating  in  these  smallcredits.  And  we  antici- 
pate that  tiiis  will  be  a  great  savings  to  many  small  borrowers, 
/^Other  devices  are  being  used.  In  my'^tate,  for  example,  Texas,  a 
municipal  advisory  council  has  been  m  existence  for  some  10  or  15 
years.  Our  units  of  local  governnSent  have  benefited  from  the  use  of 
greater  reporting  activities,  better  information,  better  credit  flow,  the 
establishment  of  standard  procedures  for  bookkeeping  and  accounting 
.at  the  local  government  level;  iind  if  you  will  permit  me,  as  a  Texan, 
to  say  this :  1  think  the  record  will  reflect  that  Texas  municipal  bonds, 
in  large  measure  as  a  result  of  these  efforts,  sell  at  premium  prices  in 
the  market  today.  ^  .      i    j  • 

There  are  still  other  devices  which  th^  |)riyate  sector  is  involve^  m 
and  engaging  in  and  without  taking  further  of  ^our  time  today,  I 
would  again  suggest  that  our  staff  will  be  glad  to  hel[)  you. 

Senator  Hfmphrey.  I've  got  to  speak  to  the  California  State  Muni- 
cipal League  in  San  Francisco  Monday,  and  I  wou)d  like  a  little  com- 
pilation. You  have  Mr.  Peterson  down^here;  he  is  a  good  sharp  man 
and  I  would  like  a  little  compilation  of  these  things  that  have  been 
developed,  because  there  is  always  the  tendency,  when  we  talk  to  gov- 
ernment people,  to  talk  about  w^hat^^vernment  can  do  for  govern- 
ment. I  would  like  very  much— and  generally,  you  know,  when  you 
ai-e  a  Federal  official  of  Congress,  when  you  are  always  talking  about 
what  Congiess  can  do  and  the  Federal  executive  branch — I  would  be 
interested  in  a  kind  of  listing  of  thes^;  I  dpn't  mean  just  a  laundry 
list,  b4it  a  little  explanation,  ta4i^^o3toss  i^hat  out,  to  get  some  of  these 
other  municipal  officers  thinking  in  these  terms,  because  every  legisla- 
ture responds  somewhat  to  the  call  of  the  local  city  council  and  mayot. 
Mr.  FooABTT.  I  believe  they  are  in  our  lengthy  statement. 
Mi\  ^Feteksox.  Senator,  we  ha^  Appended  it  to  our  main  testimony. 
Senator  Humphrey.  I  will  st^l4t^ji9  if  it  is  original.  One  of  the 
gi^eatest  traits  of  public  officials  is  plagiarism. 

Mr.'^lASTERSON.  That  concludes  my  remai  ks.  Senator,  ex(  e[)t  to  say 
that  I  think  one  of  the  real  problems  that  wo  have  cnrountered  in 
Federal  programs  to  date  is  tnat  they  tend  to  be  counterproductive 
to  tlie  desires  and  goals  which  they  are  set  out  to  create :  in  the  Farmers 
Home  Administration  program  today  there  are  delays  up  to  2  years  bfe- 
twecn  the  time  of  application  and  the  time  of  funding.  And  this  is  an 
area  in  whicli  the  carrot  of  5-percent  money  is  so  attractive  that  bor- 
rower^ are  willing  to  wait  to  obtain  that,  whereas  costs  continue  to 
rise  and  escalate,  as  you  are  well  aware,  to  the  point  that  the  fact  that 
this  is  an  opportunity  or  sec|ns  to  be, an  oppoi-tunity,  can  actually  turn 


'Senator  Ht'MPHREY.  That 'point  you  raised  in  your  discussion:  I 
thinkfthat  is  something  that  we  oughf  to  take  careful  note  of.  Some- 
body says:  "Fcan  get  a  5-percent  lf)an  if  I  just  wait."  And  in  the 
mea'ntime  the  (^osts  of  construction  have  gone  up.  Some  of  these  com- 
nnunities  also  have  issued  their  own  bonds  as  a  participating  pait,  and 
they  have  that  money  hanging  around  that  hasn't  been  invested.  There 
are  real  delays  today  that  raise  costs.  And  I  think  it  is  a  valid  criticism. 
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Mr.  FooARTV.  Ml-,  (.'hairnian,  I  tliink  we  sliould  add  one  thing:  we 
aro  concerned  about  rural  oonununities,  because  basically  that  is  where 
our  husinesses  are.  but  also  we  are  a  little  (Concerned  about  tlie  Fed- 
eral (Tovernnient.  vVe  have  the  n^sponsibility  of  financin^^  it,  too,  and 
^  that  is  not  gettin^j  any  easier.  ^  ' 

Senator  MrMpmiEY.  1  don't  want  to  taki^  that  on  this  morning.  I 
would  like  to  stay  with  conununities  of  less  thiui  oOjOOO. 

Mr.  FoOARTY.  I  am  with  you. 

Senator  Humpuuky,  It  does  become,  a  little  bit  difficult  to  finance 
tlie  (Tovernnieiit. 
Anyone  else  here  ? 
Mr.  Petei^son.  I  have  no  statement. 

Senator  IIiMrnHKY.  You  wore  kind  enough  tf>  give  us  advance 
copies  of  your" testimony.  And  we  liave  some  questions  that  are  woi  ked 
out  here  tor  the  pur{)ose  of  just  getting  a  little  more  information  and 
some  of  them  may  be  rather  provocative.  For  example:  on  page  4  of 
your  testimony  you  .speak  of  the  small  borrower.  Ajid  I  just  wonder, 
what  is  your  explanation  for  the  fact  that  rural  comnnmities  are  re- 
<juired  to  pay  liigher  rates  for  longer  term  bonds.  Also  12  yeai-s  isn't 
very  long  wlien  we  are  talking  about  rural  fievelojmient. 

Mr  F(k;arty.  Twelve  years  is  an  average.  For  example,  most  conir 
Tiumities  issue  2U-ycar  serial  bonds.  So  the  average  length  of  that  loan 
.  is  12  years,  because  they  are  paying  ofl*  simie  eacli  year.  So  that  is  why 
M*e  Jiave  tliat. 

Now,  there -are  30-  and  40-year  bonds,  wlii(»li  cost  more  for  any  siz(»d 
connnunity,  a  little  bit  more  because  the  question  is:  what  happens 
to  a  town  of  ;5,00()  over  a  period  of  40  years ^  A  tornado  might  hit  it, 
and  its  chancers  of  hitting  the  town  anil  wiping  it  out  over  a  40-year 
j)eri(){|  are  greater  than  over  a  20-year  period. 

Tom  had  a  lot  of  computer  work  done  in  this  area.  Maybe  he  can 
add  something  to  that. 

Mr.  Masti:us()N\  I  can  say  to  yon,  Senator,  that  we  became  (concerned 
about  tlu^  lack  of  information  on  this  point.  And  we  began  to  compile 
statistics  merely  on  the  seccnid  (piarter  of  this  year:  11)71,  and  this  is 
the  answer  \vhich  we  get  from  a  very  preliminary  studv  of  the  subject. 

I  would  be  happy  to  finnish  it  to  you  if  you  wouh^  like  to  look  at 
it,  not  Jiecessarily  for  the  record,  but  for  your  own  information.  Tt  is 
simple  a  computer  ])ri!itout.  It  does  not  draw  any  cojiclusions,  but  it 
does  list  the  issues  we  sold  during  this  second  (luarter.  And  T  think 
the  interesting  thing  about  it  is  that  it  points  out  many,  many  issues 
of  ^iT.nOOO,  100.000,  $ir)0,000.  that  sold  at  4,  4^^  percent,  and  rates 
such  as  this,  during  the  vSecond  quarter  of  1071.  Tt  is  a  very  interesting 
study  and  I  n)ust  be  frank  to  aduiit  that  T  didn't  realize  that  the  small 
borrower  was  doing  as  well  as  he  is  in  tocl5iy  s  market. 

Senator  IIi  MiMriiEY.  T\\v  rates  arc  down  some,  then,  aren't  they? 

Mr,  Mastek.s()x.  Yes,  sir*:  jyid  T  would  suggest  to  you,  just  picking 
a  pa^re  at  random  in  here— -perhaps  you  could  look  at  it.  This  is  the 
iiize  of  issue  and  this  is  the  interest  rate  on  the  far  righthand  column. 
T  just  o2)ened  it  without  regar^l  to  any  specific  page,  but  you  can  sec 
the  size  of  those.  The  columns  are  arranged  by  size  of  issue  and  wlien 
you  see  the  interes^t  rate  which  those  borrowers  paid  on  tliose  very 
small  issues,  it  is  quite  impressive. 
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Senator  Humpurky.  Yed.  They  run  througli  3  and  3.9.  And  there 
is  one  up  liere,  that  Dude  County  Port  Authority,  that  must  be  a 
long  term  one. 

Mr.  FooARTY.  That  is  one  of  those  for  the  airpoit  where  the  author- 
ity leased  to  about  20  airlines. 

\Senator  Humphrky.  Dade  County  Port  Authority  special,  it  says. 
Is  that  $24,800,000  ^ 

Mr.  FuGARTY.  Yes.  ^ 

Senator  Humphrey.  Eight  pereent 

Mr.  Mastersox.  A  $24,800,000  issue. 

Mr.  Fuuarty.  I  think  it  was  for  Eastern  Airlines. 

Mr.  Mastkrhok.  The  $24  million  issue  is  a  very  lar^e  one.  The  point 
of  our  discussion  is  that  those  at  the  top  of  the  page  are  the  small 
issues,  and  they  are  all  doing  very  well. 

Mr.  FooAUTY.  New  York  (Jity  a  few  weeks  ago  sold  an  issue  at  TVa 
pendent. 

Mr.  Mi  iuMiY.  That  is  what  I  was  going  to  say,  Mr.  Chairman ;  there 
is  a  nini-kot  psychology  here.  Take  the  three  of  us  sitting  at  this  table — 
I  could  C'ottonixnt,  La.,  at  a  better  interest  rate  than  ^'ew  York 
City,  because  1  know  where  to  sell  that  in  agiven  area. 

Mr.  FcKJAKTY.  Or  Pliiladeli)hia  or  Boston. 

Mr.  MtRPiiv.  Or  any  others. 

Senator  IIuMPimKY.  I  understand. 

On  page  3 — this  is  just  a  commentary — where  you  say  there  is  ex- 
cessive concentration  on  costs  of  the  fiw  market,  my  question  is:  do 
you  feel  .that  the  credit  market  should  he  resp(msive  to  national 
priorities,  such  as  rural  development  and  environmental  protection? 
What  it  really  boils  down  to  is:  some  loans  are  better  tlian  others  from 
an  economic  pointof  view,  but  how  do  we  make  this  private  ci'edit 
market  i-esponsive  to  certain  priorities,  things  tliat  we  just  have  to 
(lo^  When  you  get  into  it  it  may  be  easier  to  build  a  particular  kind 
of  industrial  plant  that  has  a  "gii^^i'Jiiiteed  earning  or  relatively  as- 
sured earning  than  to  launch  a  program  of  enviroimiental  protection 
that  re<iuires  a  good  deal  of  public  facilities. 

And  that  is  where  we  run  into  the  ])robleui  of  the  credit  market.  And 
it  seeuKs  to  me  that  what  we  ought  to  be  tiwing-to  fashion  is  a  way  to 
get  the  private  sector's  n)oney,  going  more  and  nu)re  into  the  indus- 
trial and  economic  development  in  cooperation  with  the  other  part 
what  we  call  ^*[)nl)lic  facilities."  I  don't  think  that  the  private  market 
can  linan(»e  all  of  the  economic*  development,  because  some  Oi  it  is 
pretty  risky  and  therefore  you  need  participating  loans.  But,  we  are 
trj'ing.  The  argument  comes  up:  Can  you  get  industry  to  come  to  a 
to\vn  when  it  doesn't  have  a  sewer  or  water  system,  and  good  schQols, 
et  ci^tera,  or  does  it  require  good  schools,  a  water  system  and  so  forth 
to  get  industry  to  come  to  a  tpwn?  Which  comes  first,  the  cliicken  or 
the  egg?  And  T  gue.ss  when  you  really /fet  down  to  it  and  look  at  it,  it 
luis  to  develop  together ;  it  really  does!/ 

Mr.  FooARTY.  I  mentioned  this^  yon  yesterday  about  Metrecal. 
They  went  to  Mansfield,  Mo.;  and  they  required  tremendous  water 
supplies.  And  Mansfield  told  them  they  would  have  the  water  if  they 
put  their  plant  there,  and  they  did. 


ERIC 


45o 


450 

Senator  IlrMi'iucKV.  Of  course,  that  depends  on  leadership.  You 
have  to  have  dynamic  leadei-ship  tliat  has  some  sense  of  discretion  and 
^'ood  salesmanship  in  terms  of  their  j)uhli(  iinancing. 

I  just  thought  that  we  ou^rht  to, vote—at  least  from  my  personal 
point^of  view  as  a  Senator  and  us  an  individual— on  the  question  of 
wlietWr  the  credit  market  ou^rht  to  he  responsive,  at  leivst  to  some  de- 
^^i*tpjr<>  national  priorities  on  rural  development.  / 

And  then  on  pa^re  (>  you  have  a  statement  here  which  I  want  to  (lues- 
tion.  You  are  talking  about  the  ditfereiit  titles  :  title  I  and  title  II  and 
you  say:  -p^idently  this  gives  duplicative  authorities  to  both  FHA 
and  Rural  Development  (^-odit  System."  It  is  our  view  that  there  is 
no  duplication.  Ap])licants  that  are  not  eligible  for  title  I  assistance, 
may  beeligible  for  title  II. 

Mr.  FooARTT.  John,  do  you  have  a  comment  on  that? 

STATEMENT  OF  JOHN  PETERSON,  DIRECTOR,  MUNICIPAL  FINANCE, 
INVESTMENT  BANKERS  ASSOCIATION  OF  AMERICA 

;Mr.  Pkitrsox.  The  functional  areas  that  can  be  assisted  are  indeed 
the  same,  and  I  think  the  problem  that  we  are  trying  to  fores(»e  is 
this:  >yhen  you  fully  get  into  the  substantive  difficulty  of  designing 
your  eligibilitv  requirements,  which  program  is  going' to  have  juris- 
diction? In  other  words,  you  are  going  to  have  concurrent  programs. 
One  may  not  be  eligible  for  title  II,  and  therefore  it  is  eligible  for 
title  I,  and  vice  versa,  but  you  are  going  to  be  running  concurrent 
programs.  I  think  the  Administration  suggested  simply  to  coalescing 
them  into  one  of  the  two  titles.  ^ 

Senator  Humphrey.  The  point  I  make  is  that  title  I  is  the  social 
development,  the  soft  loan  approach,  which  requires  a  cei-tain  amount 
of  grants  and  low  interest  rate,  et  cetera.  That  is  the  FHA-tyi)e  of 
approach,  which  has  a  social  objective  tied  to  it. 

Title  II  is  much  more  like  a  regular  banking  structure.  Xow,  we 
do  find,  under  title  II,  sonie  loans  that  require  what  we  call  "equaliza- 
tion payments."  But,  the  loan  is  made  on  the  basis  of  the  going  rates 
of  interest,  because  you  have  to  get  your  money  for  title  IT,  with  few 
exceptions,  in  the  private  money  market;  you  have  to  bring  that  money 
ihto  this  banking  structure. 

It  looks  like  we  might  be  duj)licating;  we  ought  to  take  a  good  look 
at  that  language.  I  think  you  have  flagged  sometliing  herfe  for  us 
which  I  will  put  yon  to  work  o^ 

Now,  yesterday  the  representatives  of  the  Independent  Banker's 
Association  wanted  to  make  that  statement  that  you  have  on  page  7 
where  you  say : 

One  of  the  purposes  of  the  system  as  contained  in  section  201(b)  of  S.  2223  is 
that  It  is  the  policy  of  Congress  "to  bring  rural  credit  needs  to  effective  <  f>ntract 
with  the  great  central  money  markets  in  the  nation." 

And  our  banker  friends  yesterday,  the  Independent  Bankers,  said' 
that  they  wanted  that  to  be  an  even  stronger  statement.  I  don't  know 
how  they  meant  it  when  they  said : 

Yet  the  implication  of  the  provision  in  section  .301  is  that  preference  will  be 
shown  to  communities  and  areas  that  have  "demonstrated  and  who  have  e<*tab- 
lished  records  of  financial  stability." 
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I  think^thit  fche  Independent  Bankers  were  saying  that  they  felt 
that  there  was  a  need  to  fortify  that  statement  in  our  bilL  I  don't  quite 
see  what  the  comment  id  here  oil  that 

I  gueae  we  will  just  pass  that. 

Mr.  FooABTT.  1  might  say  this,  Mr.  Chairman :  This  is  your  home 
ground.  For  example,  for  years  St,  Paul  Fire  &  Marine  Insurance 
Co.  has  been  a  purchaser  from  us  of  small  rural  securities.  But  they 
know  the  area,  and  I  would  say  that  that  is  typical  of  financial  mar- 
kets of  the  Nation  that  the  rural  areas  are  in  contact  with. 

Senator  Humfhkey.  On  page  8,  just  running  down  it  quickly;  you 
have  here — 

We  endorse  the  intent  of  ench  langosge,  which  Is  to  restrict  lending  assistance 
to  hardship  and  bigh-cost  caaefl.  But,  to  assure  adherence  to  this  intent,  it  is  nec- 
essary to  be  much  more  expUdt  of  what  is  meant  by  ^'available"  credit  and  "rea- 
sonable terms  and  conditions." 

And  I  would  sug^st  that  that  is  where  we  get  together  and  see  if 
we  can't  more  specifically  state  that  language  so  that  we  don't  leave 
it  fuzzy. 

Mr.  Murphy.  We  are  having  a  discussion  with  the  FHA  on  that 
now  and  they  are  cooperative. 
Senator  HuMPEmEY.  On  page  9  you  talked  about  this :  You  say : 

Simiikr  pTOyisl(mr are  found  in  the  Farmers  Home  Administration  water  and 
sewer  loan  promrm  (which  would  be  greatly  expanded  by  title  I  of  tliis  blH)  and 
the  results  haj0  not  been  hapi»y.  ^ 

You  ha;TO  discussed  that  on  the  interest  rate — ^you  are  discussing  this 
whole  situation  of  the  interest  rate  and  the  delay  and  the  lag  time. 
MpfFoQAimr.  We  have  some  other  things  in  thg  appendix. 
Bnator  HxTMPHnEY.  Now,  when  it  comes  to  title  II  you  know  that 
weAlo  not  put  a  maximum  on  the  interest  rate. 
\Ir.  FooARTY.  Right. 

Senator  HrTMPHUEY.  And  that  is  why  I  was  trying  to  differentiate 
heiV  a  monront  ago. 

m  page  10  you  say :  ' 

First,  there  Is  a  cost  of  duplication  of  program  overlap  that  Is  incurred  by  the 
wonld-be  community  that  must  plod  through  program  requirements  and  certifl(^a- 
tions  in  the  hope  of  getting  a  loan  at  preferential  rates. 

Mr.  Fog  ARTY.  That  just  goes  back- 


Senator  HmiPirREY,  That  goes  back  to  your  discus^mof  the  de- 
lays oh  that.  .  •  \  1 

I  think  we  ought  to  ask  the  FIIA  people  to  give  us  som^Ajttter  docu- 
mentation's to  their  processing,  the  time  that  it  takes  anfl  what  the 
effect  of  that  time  is  on  the  cost  of  the  project,  and  what  it  railly  means 
ultimately  in  terms  of  an  actual  interest  rate,  because  the  hfcerest  rate 
relates  to  the  principal.  But  if  you  hold  the  project  back,  the  costs 
mount.  What  does  it  really  mean  m  terms  of  interest  rates? 

Mf.  FoGARxy.  T  believe  they  would  Tike  to  hav^the  relending  rate 
uppl^d  and  not  have  that  statutory  ceiling  of  5p«»cent.  They  are  pay- 
ing 8  percent  to  borrow.  .^^^ 

Mr.  Mastersox.  It  is  also  quite  obvious  that  if  th^  private  sector 
caMn;pUg^^H  A  of  a  substantial  percentage  of  its  loans  we  can  expedite 
and  hlst^thg"approval  of  the  rei?\ainder. 

Senator  HtmPHRinr.  I  just  want  to  note  for  your  attention  a  comment 
that  we  would  like  to*  make  pertaining  to  your  statement  that  we  are 
aware  that  we  think  that  title  II  makes  full  participation  and  part. 
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owjiereWip  in  the  rural  development  banks  by  local  and  State  govern- 
ments and  their  area  wide  multijurisdictional  and  planning  ana  devel- 
opment districts  and  therefore  we  think  we  are  tieing  in  very  care- 
fully that  interest  into  this  proposal,  and  not  in  a  sense  weakenmg  the 
local  participation  or  bypassing  them.  I  think  that  it  doe^  strengthen 
it.  You  have  here  some  emphasis  about  the  irupdrtance  that  future 
credit  systems  directed  towai-d  State  and  local  facilities  should  he 
aimed  to  strengtliening  rather  than  reducing  t)ie  role  of  State  and 
local  goveriunents. 

We  feel  that  the  kind  of  development  wo  have  hole,  using  local  banks, 
using  t)ie  multicouiity  finan(;ial  agencies,  and  asking  those  borrowere 
to  actually  participate  and  own  a  sliare  of  the  stock,  own  a  share  of 
the  bank,  tliat  thoy  do  take  a  greater  interest  in  it.  And  of  course,  as 
I  said  to  othor  witnesses  :  Tlie  planning  of  this  is  not  done  on  top:  it  is 
done  on  the  bottom.  And  we  are  not  trying  to  let  a  r^ional  bank  tell 
somebody  what  they  are  going  to  do ;  the  regional  bank  is  there  to  sei-v - 
ice  the  local  afehorities,  the  local  banks  and  local  government  units, 
the  multicounty  units,  the  districts,  t*io  city,  tlie  village  or  whatever 
group  it  is  that  seeks  to  use  the  facilities  of  tins  bank. 

I  am  not  going  to  g^  over  the  balance  of  those  comments.  We  have 
noted,  and  yon  will  see  it  in  looking  at  a  number  of  places  in  the  testi- 
mony, wljicn*  I  think  our  two  staffs  ought  to  lock  horns,  so  to  speak, 
and  see  if  you  can  couw  up  with  some  better  undei^standing. 

A  number  of  our  witnesses  have  said  that  the  great  need  of  rural 
America  is  for  available  credit,  not  theore^al,  but  available  credit. 
They  said  that  the  financing  requirements  arc  far  beyond  what  is  avail- 
able under  our  present  regulations  oi*  ])resent  money  su{)ply  .  .  ,  or 
the  pre>sent  capacity  of  local  governments  to  finance  their  own  develop- 
ments. 

Do  you  concur  in  that  general  observation  ? 

Mr.  FooAR-nr.  T  don't  think  I  do,  I  can  giye  you  niy  best  experience. 
We  have,  I  would  say,  about  11  men  who  do  iiothing  but  travel  in 
calling  on  small  units  of  government  seeing  how  we  can  help  them. 

After  all,  this  is  the  nierHiandist*  that  wc  exijst  on.  So  we  are  out 
looking  for  loans  and  it  is  a  rare  one  that  wc  can't  liandle.  One  of  the 
problems  that  wc  do  find  is  this:  You  can  authorize  loans  to  communi- 
ties, but  if  th(*  people  won't  vote  the  bond  issue,  there  is  nothing  that 
you  or  I  can  do  about  them  making  a  loan.  And  that  has  become  a  real 
])roblein  throughout  the  country. 

Twenty  years  ago  bond  deletions  were  just  sort  of  the  routine,  you 
assnuned  that  they  would  be  carried.  But  it  is  a  rare  one  now  that  does. 
I  happen  to  be  in  a  State  which  takes  a  two-thirds  vote  and  it  is 
pretty  hard  to  do.  , 

Mr.  Mrnviir.  T  don't  think  capital  would  be  available  in  situations 
where  the  project  is  not  feasible.  Suppose  you  want  to  build  a  water 
supply  for  40  people  and  its  costs  $250,000?  I  don't  think  we  would 
have  the  capital  available  for  that.  And  that  is  one  of  the  things  that 
the  FIIA  officials  are  concerned  about  that  they 'mentioned ;  that 
they  are  financing.some  of  the  projects  that  aren't  feasible  and  they 
are  already  having  defaults. 

Supose  they  had  to  take  this  paper  and  dump  it  in  the  market.  It 
wouldn't  sell;  it  is  a  default.  The  only  reason  that  the  number  of  de- 
faults hasn't  been  greater  so  far  is  that  most  of  them  escrow  interest 
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in  this  initial  period,  and  they  are  gtill  arriving  on  this  interest 
escrow* 

Mr.  FooARTY.  This  comes  to  your  determination,  isn't  tlrnt  a  na- 
tional priority  ? 
Senator  Humphrey.  Yes. 

Mr.  MxsTERSON.  The  Congress,  in  my  judgment,  must  determine 
that  this  is  a  national  priority,  and  provide  greater  assistance  to  this 
type  of  borrower  in  terms  of  ^higher  percentage  of  grant  finuhng. 
I  hapijen  to  believe  it  is  an  important  national  priority.  But  I  do  not 
think  it  is  fair  to  impose  water  and  sewer  rates  onoa  small  customer 
who  happens  to  Ih^e  in  a  situation,  such  as  Lee  suggested,  where  there 
may  be  only  40  connections  to  a  $250,000  system. 

They  may  have  to  pay  five  times  the  rate  that  T  pay  for  my  water. 
That  is  not  fair,  but  it  is  inevitable  if  you  build  that  size  system  for 
that  number  of  customers. 

Senator  Humphrey.  One  of  the  advantages  of  the  multicounty  plan- 
ning syst^^m  is  that  you  get  })igger  areas  and  thereby  have  more  users. 
For  example,  for  public  facilities.  'We  liave  one  now  is  nortlicru 
Minnesota  that  covers  all  of  St.  Louis  County.  It  is  a  sewer  and 
water  district.  Tt  is  the  first  time  one  has  been  authorized. 

Now  we  can  take  in  all  of  these  little  towns  up  on  the  Iron  Eanjre, 
into  one  large,  liopefuUy,  modern,  efficient  wa^^t^  disposal  system.  Or, 
tliat  could  fall  under  the  Yermotit-type  of  bond  issue  that  we  are  talk- 
ing about,  where  a  number  of  communities  pool  their  resourct*^.  You 
have  a  pooling- type  of  bond  issue,  or  your  Stale,  as  yon  have  indicated, 
has  the  insured-type  of  bond  program. 

But  again,  we  have  had  people  down  here  talking  to  ns  about  ])ow 
FH.V  can't  Im»  of  any  help  because  it  is  too  big  a  project  for  theuK  And 
they  are  talking  about  the  need  of  long-term  money.  These  people  feel, 
of  course,  that  their  countryside  is  going  to  be  there  for  20  to  10  years. 
And  they  need  long-term  money  and  a  fairly  reasonable  rate  of  inter-  ^ 
est.  Tllus  far,  of  course,  tlVey 'are  only  in  the  preliminary  stages  of 
their  work  and  haven't  had  to  go  to  the  private  market. 

But  affain,  it  has  been  my  view  that  it  is  nnich  easier  to  market  these 
types  of  bonds,  do  this'tyi)e  of  financinc:,  if  you  have  cooperative 
financing  between  the  private  sector  and  the  public  sector. 

.  Xow,  tliat  is  onr  design  here.  We  are  trying  to  work  this  thing  out. 
TVe  are  not  trying  to  take  over  the  credit  business.  There  is  no  bank 
that  the  Goveriunent  of  the  T'uited  States  can  establish  if  it  takes 
over  the  entire  system,  which  T  don't  think  it  will  or  should,  that  is 
going  to  finance  anything,  or  finance  all  of  onr  needs. 

These  are  supplemental  financing  structures.  T  hope  that  we  are 
not  only  supplementing  public  facilities,  but  that  M*e  are  financing 
something  that  will  earn  some  money.  Quite  franklv,  we  have  heard 
testimonv  from  so  many  people — on  the  road  we  have  heard  from 
manv  business  people,  good  conservative  people  who  said : 

We  just  ('nn*t  fKot  finanHnp;.  We  have  beeiX  in  ()klnhoma,  Nebraska. 
Oeorffla.  Town,  and  South  Dakota,  and  we  have  heird  lots  of  witnesses.^^And 
maybe  they  are  not  talking?  with  the  rl^ht  peopl(^  but  a  number  of  them  sar 
very  frankly:  *'In  order  for  uh  to  pret  a  business  enterprise  or  industrial  park,  or 
in  order  for  us  to  get  a  new  manufacturing  plant  we  have  to  be  able  to  get  the 
financing." 

Mr.  Martf.rsox.  Not  for  community  development  projects,  Water, 
and  sewer  systems. 
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Senator  Humphiiey.  Yes.  And  even  for  private  enterprise  them- 
selves because  present  banking  restrictions  sometimes  prevent  or  limit 
Hnancim^  for  that  kind  of  thing  also. 

Mr.  FooAirrr.  I  think  coinniercial  banks  ar«  very  reluctant  tp  com- 
mit money  for  a  long  t(Tm,  because  they  do  have  to  watch  liquidity. 

.Senator  Humphrey.  Yes,  they  do.  Of  course  you  are  in  the  lonff- 
term  business  and  I  think  that  we  need  to  get  your  advice  even  more 
than  we  do  from  the  commercial  bankers  because  we  are  talking  here 
about  lonff-term  enterprises;  we  are  not  talking  about  operating 
capital  and  we  are  not  talking  about  the  short-term  loan.  ' 

I  thank  you  very  much.  I  could  spend  a  lot  of  time  with  you  but  we 
are  going  to  luive  to  come  back  to  you  anyway,  later  on,  before  we 
are  through  with  this  proposal. 

And  Mr.  Peterson  and  Mr.  Small  will  wrtrk  with  Mr.  Baker  and 
otlKM-  members  of  our  committee.  And  we  will  come  bark  to  you  with 
what  we  think  is  reasonable,  and  we  will  pre.sent  your  suggestions 
to  every  member  of  the  subcommittee.  We  will  see  that  they  all  get  it. 

Air.  PooARTY.  Thank  you  very  much. 

Senator  Hi  mphrey.  The  committee  will  recess  until  2  p.m 
{ thereupon,  at  12:20  p.m.  a  recess  was  taken  until  2  oVIock  the 
same  day.) 

(Additional  information  submitted  by  the  Investment  Bankers 
Association  is  as  follows :) 

Investment  Hamcehr  Ashociation  of  AMFnuoA. 
^,  WaahUtf/tmi,  D.r.,  October  (8.  )<f7f. 

Hon.  TlrHKUTHf  MI'HKKV, 

r.S.  Sf^ate,  ^ 
Srnate  Ojfflrc  liuudhii;, 
WnnhinotOHy  D.f\ 

Dkab  Senatoe  rirMiyinKT:  Tn  responso  to  your  reiiuPHt  for  suRRestlonM  to  im- 
prove the  operation  of  the  Ilnral  Development  (Vedit  proRnim  envixaRed  In  SJ. 
2223.  Amemlmentrt  to  the  Oonsolidnted  Farmers  Homp  Admlniatratlon  Act  of  1961 
and  the  Federal  Uiiral  Development  (Yedlt  System,  we  respertfnllv  RUhmit  the 
enclos«<d  memorandum. 

The  memorandum  l.s  addressed  to  three  phases  of  the  rural  development  credit 
nnv-hanlsms  that  would  he  estahllshod  under  Titles  1  and  II  of  S.  2223.  First,  it 
mnl<es  several  teohnioal  siijr^restlons  reiatlnp  to  the  execution  of  the  existing 
Farmers  Home  Administration  community  facility  loan  programs.  The  FFIA 
proirrams  are  conslderahly  expanded  under  Title  T  of  S.  2223. 

Secondly,  we  sujfKest  that  Title  H  should  he  dropped  entirely  or  at  least  st-rcnma 
lined  to  retain  only  the  Interest  and  ('apital  Augmentation  grants  that  arc  to  he 
established  under  S^uhtitle  (;  of  Title  TI,  These  constitute  the  trut  .md  obvious 
subsidy  elements  contained  in  thatl'itle  and,  if  they  are  to  be  implemented,  this 
can  be  done  without  setting  up  a  sprawUnpr  superstructure  of  new  development 
hanks  and  counctlfi- ' 

The  tl^ird  and  last  set  of  suR^restlons  are  submitted  in  the  event  that  it  is  felt 
that  the  elaborate  new  Rural  Development  Credit  System  structure  set  forth  In 
Title  II  is  mandatory.  While  we  would  view  this  as*  lamentable  and  Ill-advised, 
we  can.  in  that  event,  suRffest  a  number  of  technical  and  procedural  an»endui(»ntfl 
that  would  help  prevent  wasteful  aiid  unsound  financiuK  activltK'fi  on  Its  part. 

Tn  closing,  we  want  to  reiterate  our  belief  that  great  care  must  he  exer'  i.sed 
in  desisTifn;:  a  proarram  that  wlH  be  of  significant  louK-torni  imp/)rtance  fn  arliicv- 
Inir  rural  development.  It  is  our  belief  that  settinR  forth  specific  requirements  on 
both' the  el i nihility  and  execution  of  such  credit  a«sistanc«  programs  and  workin;; 
for  their  combination  within  the  existing  administrative  structure  will  pay  divi- 
de Ptls  in  the  form  of  a  more  rational  and  direct  delivery  of  available  funds  to 
problem  areas, 

T  have  taken  the  liberty  of  sendlncr  copies  of  this  letter  and  memorandum  to 
otiier  members  of  the  Subcommittee  and  to  Mr,  John  Haker, 
Respectfully, 

John  F.  Fooartt. 

ErIc  4Gi 
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'  .-(The  memqranclpm  is  as  follows :) 

Il£«01IMK?iDIi:i>  (^HAAOES  IN  2220.  AWENDMiySTS  TO  THE  FaBMEBB  HoME  Ai>- 
MINI8T»ATION  AOT  OP  1001  {TnXE  I)  AND  FEDERAL  RUBAL  DEVELOPMENT  CREDIT 
SYS'CEM   (TX13.E  11)  *  VBi^ii 

I.  CORBECnVES  THE  CONSOLIDATED  FABMEHQ  HOM(C  ADMIMSTBATXON  ACT  OF  lOOl 

In  several  appearances  before  the  Senate  and  House  Agriculture  C?)inmlttees 
over  recent  years,  the  InveHtment  Bankers  Association  has  pointed  out  FHA  prac- 
tlcoij  which  unfortunately  have  served  to  direet  asMlatance  away  from  those  bor- 
rowers that  (Vngress  has  sought  to  assist.  (The  primary  soirees  of  contention, 
our  experience  v^ith  Farmers  Home  Administration,  were 
^timeu  In  ii  memorandum  attached  to  our  September  ;>3rd  testimony  ) 

Based  on  our  experience  with  FHA,  the  high  level  of  application  backlogs,  and 
post  rejection  due  to  lack  of  funds.  It  Is  evident  Uiat  available  assistance  mast  be 
channeled  to  those  for  whom  It  Is  Intended.  To  acrompllsh  this,  we  recommend 
the  following  get  of  amendments  to  the  Consolidated  Farmers  Home  Administra- 
tion Act  of  11HI1 : 

1.  Section  307  of  the  (^^nsolldated  Farmers  Home  Administration  Act  should 
oe  amended  by  deleting  Uie  percent  Interest  rate  limitation  on  FHA  loans  and 
substituting  In  Its  stem!  a  lending  rate  derived  by  formula,  reflective  of  currejat 
market  conditions.  (FHA  made- this  same  recommendation  In  testttn^uy~before 
the  House  Agriculture  Committee  last  February:  FHA  Administrator  William 
Smith  suggCMted  the  use  of  a  co8t-£»f -Treasury  borrowing  formula. ) 

Alternatively,  we  would  re<'ommV»nd  a  dlflferent  formula.  We  suggest  that  the 
FHA  gear  its  lending  rate  on  community  facility  loans  to  oiie  hundred  and  ten 
percent  of  the  market  yield  on  municipal  bonds  of  the  fourth  Investment  grade. 
Compilations  of  such  an  interest  rate  series  are  regularly  published  in  various 
Federal  publications.  Tills  formula  gives  flexibility  to  the  FHA  rate  and  reflects 
the  average  interest  rates  on  the  most  comparable  class  of  State  and  local  se- 
curities. " 

Insert  prior  to  the  last  sentence  of  Section  3(>7(n)*of  the  Act  the  following: 
•  Any  purchase  of  public  debt  instruments  by  the  Secretary  shall  be  upon  such 
temjs  and  conditions  as  to  yield  a  return  at  a  rate  not  less  than  110  percent  of 
the  average  nmrket  yield  for  the  immediately  prewimg  calendar  month  on  mu- 
nicipal bonds  of  tlie  fourth  investment  grad^nd  of  ftmturlty  comparable  to 
those  of  the  obligations  eligible  for  purchase/by  the  Secrefery  pursuant  to  this 
Section  of  the  Act.'»  \ 

2.  Section  333  should  be  amended  to  provlke  a  more  accurate  and  fairer  as- 
sessment of  a  potential  borrower's  ability  to  obtain  credit  elsewhere  by  expllcltlv 
requiring  a  hona  fific  nmrket  test. 

Add,  at  the  end  of  Section  333,  a  new  subsection  as  follows : 

*Mf )  The  applicant,  if  a  public  body,  to  certify  that  it  has  been  unable  to  ob- 
tain sufficient  credit  by  a  bona  fide  attempt  to  sell  such  obligations  in  readily 
marketable  form  at  public  sale  at  a  rate  equal  to  or  below  the  lending  rate  as 
determined  in  Section  307  of  this  Act,  at  the  same  time  the  obligations  were  of- 
fered for  public  sale 

3.  The  (Consolidated  Farmers  Home  Act  should  be  amendefl  so  as  to  afford  pub- 
lic borrowers  the  opportunity  to  re<'all  obllgatloq^  financed  by  FHA  in  the  event 
that  the  borrower  Is  later  able  to  fiimncp  his  obligation  at  a  lower  interest  rate, 
This  would  offer  an  opiM)rtunity  to  lower  Its  borrowing  costs  if,  subsequent  to 
accepting  FHA  financing.  Improvement  In  mnrket  ctmdltions  or  the  borrower's 
financial  position  should  make  It  possible  to  finance  at  »  lower  rate.  . 

At  the  end  of  Section  333,  a  new  subsection  should  be  added  : 
''(g)  Regardless  of  the  redemption  provisions  specified  by  the  obligation  of  a 
public  body,  it  shall  be  agreed  between  the  Secretary  and  the  issuer,  that  the 
Issuer  of  obligations  held  by  the  Secretary  shall  have  the  right  to  call,  at  a  price 
not  to  exceed  that  price  paid  by  the  Secretary  plus  accrued  Interest,  all  or  any 
part  of  its  obligations  heW  by  the  Secretary  at  any  time  upon  thirty  days*  writ- 
ten notice  to  the  Secretary,  Before  the  Secretary  shall  offer  for  sale  day  obli- 
gations of  a  State  or  local  government  held  by  It,  he  shall  give  notice  In  writing 
to  the  Issuer  of  the  intention  to  offer  such  obligations  for  sale,  and  the  Issuer 
shall  have  thirty  days  from  the  date  such  notice  Is  received  to  exercise  its  opr 
tion  to  call  such  obligations  for  retirement,  refunding,  or  resale." 
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4.  In  addition  to  tlM»  ubovt*  tlinn*  procedural  amendments,  Involving  the  term» 
aiKl  <-on<litionH  for  <M)mmunity  facility  loans,  we  recommend  that  Section  300 
<a)  (7>  of  the  Consoli<lated  FarmerH  Home  Administration  A<'t  not  be  amended 
|>n>|)oMe<i  by  Heotion  105  of  Titl<'  1  of  S.  llie  i)roiK)s<Ml  expanded  defini- 

tion of  rural  to  includ<'  units  of  35,(M)0  or  less  <-ould  diffuse  FilA  profrrams.  Such, 
a  dlffiUHion,  in  <»ffK't,  coubi  <ieny  nssisinnce  to  llie  v<Ty  srrmll  <'omrruuiitics,  which 
nii^ht  profit  the  most  from  nssislau<-e. 

Hural  <'ominunities  (parti<-ularly  those  under  1,000  popuiati<ui)  may  some- 
times em  ounter  sp<H'ial  tinancin^'  problems  due  in  part  to  la<'k  of  credit  ratings, 
extremWy  small  iHHu<*  siz<*s,  or  th<'  maruimii  e('on<mii<'  feasibility  of  the  under- 
lyinK  proj(H't.  Su<')<  <'ornmunities  have  benefited  in  the  past  from  FHA  asslst- 
am*e.  An  expansion  of  tin*  d<'tinition  of  wluit  <-oiLstitntes  "rural"  without  ex- 
tremely large  in<'reaseH  in  rtpproi)riatif)ns  <-an  only  exaei'rl)ate  the  problems  of 
hnvkUii^mnl  uiu]  retunuMl  loan  applications.  Our  experiem-e  indi<-ates  that  oUier 
than  tlu'  very  small  <'omunmities  <liycusse<l  above,  rural  communitie/^  meet  with 
sn<'cess  In  marketing  tJieir  <lebt  Instruruents,  particularly  when  companKl  to 
liir«e  and  highly  Indebted  in<*tropolitan  <'ities.  For  those  rejisons  we  would 
re(ommen<l  against  expansion  of  <'urn*nt  d<*finitIons  of  "rural"  to  embrace 
larper,  urban  ar^as. 

ir.  AN  ALTEH.VATIVE  TO  TITLE  11  OF  S.  2222 

It  is  {)ur  oonvi<-tUui,  as  w<»  stated  In  our  testimony  before  your  (Nimruittee 
this  September  23,  that  Title  II  of  S.  li'iliH  is  !)oth  nmuH-essary  am]  <'Xtrem<'ly 
(•nmbersome  in  Us  structure.  White  we  <'f)ntinu<'  to  hold  that  position,  we  none- 
tlieiess  nnist  take  <'OKMizan<-e  of  the  fa<'t  that  Congress  may  <leci<le  that,  as  a 
jjenerai  matter  of  policy,  the  <-ost  of  credit  shoubl  be  lowered  for  selected  bor- 
rowers who  desire  funds  for  rural  development  purposes. 

We  are  convinccfl  tlmt  tJiis  puri>os<'  <'an  be  a<'liiev<Ml  mon*  rai)i<lly  hihI  directly 
through  use  of  tbe  enUirjf<'d  powers  Krant<Mi  to  the  Farmers  Home  Administra- 
tion nn<ler  Title  I  and  r<M'ommen<i  su<'b  an  approach,  llf)wev<*r,  should  this  be 
thought  Inadequate,  then  the  din'ct  subsi<ly  projrram  <-ontnim^I  In  Sulitltle  CJ, 
the  Interest  aiul  (*apital  AuKnu'ntation  Suppl<Mn<mts,  could  l)e  «rafte<l  onto  the 
FIIA  administrative  stria'ture  set  forth  in  'f'itle  I.  In  other  w(jnls,  there  is 
ai)solnit<»Iy  no  nee<l  to  <Tente  the  Uural  Devebipment  ('re<lit  System  envisaged 
an  Title  IT  to  accomplish  \ho  purpose  of  <'beiip<*ning  tin*  cost  of  cn*dlt  or  of 
reducing  the  amount  of  b<irrowing  needed  (umler  the  capital  augmentation  pay- 
ment \.  While  we  do  not  tJiink  that  tlu'se  programs  are  a<lvisable,  such  a  <'bange 
w<Md(i  at  least  have  tbe  merit  of  iuiplcm<'Utatiori  within  the  existing  institu- 
tional framework  for  mral  <levelopmer)t. 

Sirch  a  <'onsolidation  of  programs — both  tbe  loan  an<l  the  interest  an<l  car)ital 
sul)si(ly-f)hases--u  ruler  the  newly  const  it  ut<Ml  Kurjil  Knteriirise  and  Commu- 
nity lievelopment  A<lministration  in  FlIA  would  cure  tbe  following  dIfn<Mrlties 
with  S. 

1.  Tt  ^ould  rer)lace  th<»  unm'^•es^<ary,  <'Iabonitc.  an<I  <-oiif  rover  sinl  new  l)ai!klng 
stnu-tun),  envisioned  in  Title  II.  This  would  lead  to  <-oMsi<Ierabh'  e<-onomy  an<l 
make  thif  prournm  simpler  aiul  <'nsier  to  adujinlstcr  Sele<'tive  <'redit  assistan<-e 
does  iu)rn»(piire  )i  neW  Institutional  frMMiewf)i*k  to  be  effectuated 

2  /rJu'  problem  of  program  r)verlai)  that  now  exists  lM'tw(»en  Titles  I  and  II  of 
the  bill  would  be  obviated.  Tbe  <»utire  program  of  evi)aud<'d  an<I  <-beapen<Ml  <Tedit 
\V()uld  be  left  within  th<»  baliwi<'k  of  the  reorganized  Farm^TS  Ilotue  A<lmiiiistra- 

*^^;"Ma\imum  usage  of  existing  public  and  private  credit  fa<-lllties  would  be 
ensured,  rather  than  promote  tluur  en)sif)n  and  <'in'um  vent  ion  as  might  be  the 
<'ase  with  the  Uural  l)<»v<'lopm<uit  CnMlit  Syst<Mn. 

1.  Knergy  arul  resoun  es  \\<ndd  be  focused  jntf)  tlx*  ru'wiy  <'n'ate<l  ()fTi<-c  of 
Plural  Knterprise  and  Community  Development  Administration,  then'bv  al- 
leviating rather  than  contribiiting  to,  the  diffusion  of  agency  responsibility  for 
mral  developnwmt  and  the  real  or  pfftential  threat  of  wasteful  Int<Tagen<'y  l)ro- 
gram  <M)mi)etItlon. 

No  attempt  has  been  made  to  formalize  this  rc<-ouMuendation  In  terms  of  the 
necessary  <'hanges  in  the  language  of  the  bilk  However.  It  w<mld  nMpiin'  a  re- 
.structuring  of  the  Rural  Development  Equalization  Adminlstratirm  to  integrate 
it  into  tlie  new  organizatifuial  frarm'work  set  out  for  tlu'  FIIA  in  Title  I  of 
.S.  12223. 
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AMENDMENTS  TO  TITI43  II  OV  S.  2223 

If  the  rolnmittee  de<'ides  in  favor  of  the  baiikiug  system  proposed  in  Title  II, 
we  would  suggest  amendineiitM  along  tho  Hiimo  line  as  we  hiive  proposed  for 
Title  I,  in  order  to  channel  aMsiatance  to  borrowers  with  demonstrable  need. 
Thus,  the  following  ehanRea  are  proposed  : 

On  page  12,  Section  202,  line  1),  strike  "thirty-Hve  thonsand"  and  insert  "five 
thousand,  five  humired". 

On  page  17,  Section  :503,  line  17,  after  the  word  "Conditions. — and  before 
the  Words  "the  tenns",  insert  •  ^ a ) ".    .  * 

On  page  17,  Se<-tion        line  10,  after  the  words  "to  be  used",  insert : 

**(b)  Any  "purchase  of  public  debt  instruments  by  the  Agency  shall  be  upon 
such  terms* and  conditions  ax  t«  yield  a  return  at  a  rate  not  less  than  110  percent 
of  the  average  market  yield  for  the  immediately  preceding  calendar  month  on 
municipal  bonds  of  the  fourth  investment  grade  and  of  maturity  comparable  to 
those  of  the  obligjitions  eligible  for  purchase  by  the  Agency  pursuant  to  Section 
302  <)f  this  Act.'V 

•*(c)  Regardless  of  the  redemption  provisions  specified  by  the  obligation  of  a 
imblie  body,  it  Khali  be  agreed  between  the  Agency  and  the  issuer,  that  the  issuer 
of  obligations  held  by  the  Ag(»ncy  shall  hav(»  the  right  to  call,  at  a  price  not  to 
exceed  that  prfl^^ijaid  by  the  Agency  plus  accrued  interest,  all  or  any  part  of  its 
obligations  held  b^Wt^e  Sec  retary  at  any  time  upon  thirty  days*  written  notice  to 
the  Secretary.  Beff>reThe  Secretary  .^hall  offer  f<»r  sale  any  oliligatlons  of  a  State 
oi*  local  government  held  by  it.  he  shall  give  notice  in  writing  to  the  issuer  of  the 
intention  to  -offer  such  ol»ligations  for  sale,  and  the  issuer  shall  have  thirty  days 
from  the  date  such  notice  is  received  to  exerci.'^e  its  option  to  call  such  obliga- 
tions for  retirement,  refunding,  or  resale." 

In  ord<  r  to  be  conslf^tent.  the  proposed  new  Subsection  (b)  should  al.so  be 
inserted  oa  page  Hi.  Serf  ion  '((Mi.  line  .'»,  after  the  words  "the  agency."  and  before 
the  words  •'Such  regulation".  The  language  should  also  be  repeated  on  page  40, 
Se.-tion  00.").  line  11,  after  the  words  "rural  areas  served."  and  before  the  words 
"The  loan",  except  that  "Section  M02"  slKMild  read  "Section  (U)C". 

On  jtage  17,  Se<;tiou  Ji()2.  line  10,  after  the  w'onls  "cnnlit  source.",  insert: 

-Such  demonstration,  if  the  potential  borrower  Is  a  public  body,  shall  take 
the  form  of  a  bona  fide  attempt  to  sell  its  obligations  in  readily  marketalUe  form 
at  public  .Kale  at  a  rate  equal  to  or  below  the  lending  rate  as  determined  by 
Section  30.'i  of  this  Act,  at  the  same  time  tiie  obligations  W(»re  offered  for  public 
sale." 

The  above  language  should  also  be  inserted  on  page  48.  Se<-tion  600,  line  13, 
after  the  word  "conditions",  excei>t  that  "Section  30.T'  should  read  "Section  605. 


ISVES'l'MKNT   HANICKUS   ASSOCIATIOX  OK  .\MKUI(A. 

}yaf<hwf;ton,  D.C.,  Srptrfuhcr  24,  1071. 

Hon.  1Imip:rt  II.  UrMPURKV. 

Chninnatt.  Suhvomniittrr  (m  Rural  Drvflopmnit,  Srtiotr  Comwitirr  on  Agricul- 
turr  and  Forvntry,  Ohl  Sinatv  Office  nuHdhuf^'^'nahinoton,  D.C. 
Okah  Senator  Humphkey:  Your  Sui)comjrfittee  is  conducting  hearings  on  S. 
and  Amendment  l.'tii  to  S.  14^:^  to  cre^iipte  new  credit  banking  Institutions  to 
l>rovi<le  a  specialize<l  form  of  credit  servi(?S*^r  rural  arms  (defined  in  tiie  l)ill  as 
"any  area  .  .  .  not  i>art  of  or  contiguous  tO  any'uiunicipaUty  having  a  population 
of  .'rhOOO  or  more"). 

The  proposed  Federnl  Hural  Develoimient  Oedit  System  would  i)e  authorized 
to  provid*^  financial  assistance  to  public  as  well  as  private  borrowers  who  denum- 
vrrj)te  that  needed  funds  are  "nf)t  available  fnan  any  other  public  or  private 
<-rcdit  source."  Since  representatives  of  the  Municipal  Division  of  the  IBA  are 
testifying  before  your  I'ommittee  with  respect  to  assistance  to  fiUhlir  borrowers, 
<-omments  In  this  letter  are  directed  only  to  the  proposed  assistance  to  privaU^ 
business  enterprises.  The  Investment  Bankers  Association  rei)resents  over  000 
investment  banking  firms  with  over  2,100  branch  offices  located  throughout  the 
T'nited  States.  Our  mend)'^  firms  are  engaged  In  underwriting,  trading,  and 
acting  as  agents  In  securities  of  corporations  and  federal,  state  and  local 
governments. 

Tlie  implicit  assumption  behind  the  proposal  to  authorize  a  new  program  of 
credit  assistance  for  private  companies  is  .that  they  presently  are  unable  to 
secure  sufficient  credit  at  reasonable  costs.  However,  in  1070.  despite  the  down-  \. 
turn  in  our  economy,  investment  bankers  underwrote  r)ver  $31  billion  in  new 
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forporatj*  Rwurltles  for  firms  of  flU  Klzes.  DurlnR  th<-  ten-vear  period  1961-1070 
lilf^*^^^?^*^"^  banking  IndUKtry  handled  either  an  an  underwriter  or  agent  over 
^-SiO  Mlnon— not  Including  bank  loann — of  corporate  linanolng. 

Focusing  flpeclfically  on  financing  for  small  business  enterprises  $'>28  ninilon 
^  were  filed  with  the  SEC  In  11)70.  These  wer^  all  Issues  of 

^OOWW  or  less.  For  the  prevloiis  five-year  period,  Regulation  A  issues  totaled 
nearly  $1  billion.  ^ 

Furthermore,  there  already  are  available  a  variety  of  federal  programs  to 
provide  credit  assistance  to  local  private  imrrowers.  I^e  proposed  RuraA  Credit 
Development  System  would  overlap  with  the  existing  community  devefopment. 
programs  of  the  Departments  of  Labor.  Housing  and  I'rban  J)evelopment.  and 
Health,  Education  and  welfare  and  programs  of  the  Economic  Development  Ad- 
ministration and  the  Hmall  Business  Administration.  These  latter  two  agencies 
alone  provided  over  $3.5  billion  of  financing  to  small  and  underdeveloped  regions 
and  business  enterprises  in  the  last  six  years.  Any  ailditlonal  proliferation  or 
further  f/agnientation  of  federal  assistance  programs  for  rural  development 
would  be  clearly  contrary  to  the  rresident  s  goal  to  reduce  administrative  t^mi- 
plexity  and  program  overlap.  If  any  additional  credit  is  needed  for  these  ureas 
it  should  come  through  the  expansion  of  existing  programs,  not  by  creating  a 
new  complicated  and  administratively  expen.slve  banking  system. 

During  periods  of  monetary  and  fiscal  restraint  .some  borrowers  mav  be  ra- 
tioned out  of  the  capital  markets  by  l)Oth  Interest  rates  and  th^  overall  avail- 
ability of  credit.  However,  since  federal  credit  programs  do  not  Increase  the 
total  supply  of  saving  in  the  economy,  their  operations  neither  Increase  the 
aggregate  of  lendable  funds  availai>le  nor  reduce  interest  rate  pressures.  In  fact 
to  the  extent  that  the  free  market  is  replaced  as  the  allocator  of  limited  resources 
by  a  federal  agen<'y  program,  a  whole  new  .set  of  unsatisfactory  credit  dennnids 
may  evolve,  which  may  be  unsound  and  counterproductive. 

We  respe<tfully  re<iuest  that  this  letter  also  be  included  In  the  printed  record^ 
of  your  hearings. 

Sincerely  yours.  * 

OORDO'V  J  J.  CALVFIIT. 

Executive  Director  and  Ocneral  Coumtl. 


AFTERNOOX  SESSION 

Senator  ITumpjirev.  Wo  will  convene  the  hearing  of  the  snhcoin- 
mitt^e  on  rural  development. 

It  is  a  privilege  and  honor  to  have  with  ns  Senator  Hollin^.s  of 
South  (-arolina  and  (jovemor  West  of  South  (^irolina. 

May  I  iust  say,  gentlemen,  that  we  hnve  had  some  very  ^ood  testi- 
mony and  some  excellent  hearings  and  we  have  ohtained  a  ^olid  body 
of  infonnation  rehitin^  to  the  needs  of  our  rural  areas  of 'Ameivica. 
And  I  am  he^ijininp  to  feel  a  little  ray  of  hope.  We  have  a  coinniittec 
here  that  is  as  united /hi  trying  to  do  something  for  rural  America 
HS  you  can  pet  without  regard  to  i)artv^or  without  re^^ard  to  r(»<i:ion. 
And  I  M-on  t  take  any  more  of  your  time  except  to  say  that  in  the 
forefi'ont  of  o»ir  efforts,  (irovernor.  to  do  sometlun^  for  our  country, 
and  particularly  for  our  rural  areas,  is  your  distinguished  Senator 
from  South  Carolina,  Senator  Hollin^s. 

And  we  take  special  joy  in  having  him  (*ome  to  the  ^uhconnnittee 
and  he  with  us.  Senator,  do  you  have  some  statements  you  wisli  to 
make  i  ^ 

STATEMENT  OF  HON.  ERNEST  F.  HOLLINGS,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  SOUTH  CAROLINA 

Senator  IloLLiNos.  I  will  file  a  little  prepared  statemej,t  here  with- 
out objection,  and  take  this  opportunity  to  present  our  uistin^uished 
(iovernor  from  South  Carolina. 
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It  is  always  a  privilege  for  a  Scamtor  to  present  his  (lovenior,  but 
it  is  equally  more  so,  1  would  say,  a  pleasiire  wlien  you  know  your 
(lovernor  i«  poiiig  to  appear  and  know  what  lie  is  talKinj^:  about,  lie 
has  an  experience  and  a  feel  for  tlie  particular  suhjert,  because  while 
you,  Mr.  Chairman,  started  your  political  career  representin|i^  farm 
groups  in  Minnesota,  this  gejitleman  started  his  personal  (lareer*8n 
that  fann.  ' 

<)nly  last  year  his  littje  TV  shorts  showed  him  as  a  ploAvboy  be- 
hind that  mule  in  Ivarshaw  ('ounty,  and  he  has  kept  that  iiiterest 
going.  Immediately  after  his  inauguration  he  was  down  Into  the  rural 
area  of  my  section  of  the  State,  out  on  John's  Island,  trying  to  insti- 
tute a  program  there  for  rural  develo|>ment,  trying  to  solve  the  liunger 
problem,  tne  housing  problem  and  developing  a  comprehensive  medical 
service. 

The  rural  amis  of  America  are  really  the  beginning  of  the  probleni. 
I  know  in  this  day  and  age  what  we  try  to  do,  rather  tlnin  give  bandage 
tivatment,  is  to  get  at  the  source.  And  when  you  come  and  talk  about 
urban  and  ghetto  problems,  urban  crisis,  it  starts  in  the  rural  area. 
There  is  no  growing  rural  poverty.  No  one  leaveij  the  city  to  go  out 
and  join  rui*al  poveHy;  we  all  leave  the  i*ural  areas  to  come,  into  the 
<utv.  because  as  bad  as  it  is,  it  is  better  in  the  city.  ^ 

Twenty-eigJit  percent  of  fche  rural  housing  in  Ainerica  is  substand- 
ard, compared  to  only  14  percent  in  our  urban  areas,  and  down  in  our 
section,  the  southeastern  part  of  the  United  States,  66  percent  of  all 
rural  housing  is  substandard. 

So  you  could  give  statistic^after  statistic  emphasizing  this  and  I  , 
tliink  this  legislation  is  a  must.  I  don't  know  how  it  passed  our  atten- 
tion for  so 'long  with  all  the  various  financing  programs,  but  I  join 
with  you  and  with  the  distinguished  chairnian  of  the  Apiculture 
Committee,  Senator  Talmadge,  on  this  particular  bill.  I  think  this 
should  be  one  of  the  phase  II  or  phase-  it  I,  or  whatever  thescj  differ- 
ent phases  of  the  programs  are,  as  it  immediately  puts  moneys  into 
these  particular  programs  in  contrast  to,  let's  say,  a  7-percent  .excise 
tax  on  automobiles.-  ^  .  .  ' 

If  there  is  one  thing  that  is  causing  us  problems,  it  is  automobiles, 
from  a  health  standpoint,  from  the  environmental  standpoint,  an<l 
from  every  other  standpoints  So,  the  administration  would  exacerbate 
one  problem  and  continue  to  neglect  the  long-neglected. 

It  is  with  that  feeling  that  T  present  our  distinguished  Governor. 
He  is  knowledgeable  in  the  field  and  is  doing  an  outstanding  job  in  the 
rural  areas  particularly.  His  entire  program  in  his  inauguration  was 
to  start  right  at  this  particular  point.  And  I  want  to  listen  to  what  hA 
has  to  say  and  I  associate*  myself  with  his  remarks. 

(The  prepared  sta^'ment  of  Senator  Rollings  follows:) 

Senator  Holltxgs.  I  appreciate  the  opportunity  to  appear  before 
this  Subcommittee  on  Rural  Development  to  express  my  support  for 
S.  2223,  the  Consolidated  Farm  and  Rural  Development  Act  of  1971. 

I  am  pleased  to  be  a  cosponsor  of  this  bill  as  I  feel  it  will  make  im- 
portant studies  in  the  revitilization  of  rural  America. 

The  rural  areas  of  this  country  are  facing  a  serious  crisis  in  re- 
sources. Migration  from  rural  to  urban  areas  has  definitely  resulted 
in  terrihe  population  pressures  in  the  cities.  But  it  has  also  drained  the 
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nirnl  arotts  of  the  fnnnpowor  so  ossont.ial  to  its  vitality.  While  we  are 
Attomi^iTi<r  to  solve  the  urban  problenHS,  we  cannot  continue  to  i)2rn9re 
the  conditions  in  tlie  rural  sections.  While  14  percent  otcity  housing  is 
Ribstandard,  rural, sitbstandard  honsin<y  is  28  perreiitV^f  the  total. 
Tn  niy  part  of  the  country,  the  south,  fif)  percent  of  rural  dwellings  are 
wi^^hont  either  heat,  electricity,  water,  or  toilet  facilities.     *  ^ 

S.  '222»3  goes  to  the  root  of  the  problem  of  rural  impoverishment  in, 
6vihr  to  make  these  ar-eas  attractive  for  development.  The  interest  .s^ib- 
sidies  and  direct  grants  to  worthwhile  projects  provided  bv  the  bill 
will  provide  the  incentives  ni^eded  to  encoirrago  business  and  industry 
, to  locate  in  these  reirions  of  unused  potential. 

Tn  my  State  of  South  Carolina,  we  have  been  working  long  and 
hard  to  encourage  rural  develoimient  because  we  rerpgnize  it  as  the 
only  way  to  improve  the  quality  of  life  enjoyed  in  these  areas. 

T  have  the  honor  of  introducing  to  Ithe  subcommittee  the  distin- 
guished Governor  of  South  Carolina,  the  Honorable^  John  C.  West. 
"Both  afi  Lieutenant  Governor,  and  now  as  Governor,  John  West  has 
been  an  active  force  in  the  development  of  southern  rural  America. 
His  clear  insight  into  the  difficulties  that  must  be  faced  in  revitalizing 
rural  areas  shall  be.  of  invaluable  assistance  during  this  committee's 
consideration  of  S.  2228. 1  arn  pleased  to  have  this  opportunity  to  intro- 
^luce  Goyemor  West,  and  I  would  like  to  associate  myself  with  his 
remarks. 

Senator  HuivrpirRET'  We  are'very  grateful  to  you,  Si^uator. 
You  are  a  cosponsor,  as  T  recall,  of  S.  2223 ?  .       '  i?^ 
Senator  TTot.ltxos.  Yes.  V 
Senatur  TTi'mt'ttrkv.  We  now  have  50  s))oupors  and  are  doing  quite 
woll.  We  have  had  several  Governors  who  have  npp(»an»d  befon*  our 
conunlttee  and  several  i^x-Governors  who  are  now  with  the  Coalition 
f(u-  Rural  Am'ericn.  We  bad  Governor  Breathitt  of  Kentuckv  and  Gov- 
ernor Xorbe rt  Tiemann  of  Xebraska  liere  this  nioruing.  They  ww  vo- 
(^unruiau  of  that  Coalition  for  Rural  America. 

Governor,  you  are  a  busy  man  J^nd  T  am  not  going  to  keef)  you  any 
louf{er.  We  are  going  to  have  the  stntemeut  of  vScnator  TToJlings.  along 
Avith  his  oral  remarks,  made  a  part  of  our  record. 

And  now  we  welcome  one  of  tlie  fine  and  good  Governors  of  our 
Federal  Re[)ubHc  k^fon^  tjils  subconunittee.  We  look  fonvard  to  lu^ar- 
ing,,your  testimony.  ,  • 

STATEMENT  OF  HON.  JOHN  C.  WEST,  GOVERNOR,  STATE  OF  SOUTH  ^ 
CAROLINA,  COLUMBIA,  S.C. 

(rovernor  Wkst.  Thank  you.  Senator  ITumphrev. 

And  thank  you,  vSeuator  TTollings. 
-..^  I  always  appreciate  kind  remarks  even  though  I  know  they  stem 
from  30  years  of  continuous,  unbroken  friendship  and  ])erhjips  are 
(^oloivd  a  little  bit,  but  I  still  appi'eriate  the  remarks.  And  T  especially 
appreciate  tlie  opportunity  to  testify  before  thiscommittee  on  this  nu)st 
vital  j)iece  of  legislation, 

I  feel  that  you,  our  distinguished  neighbor  from  the  great  State  of 
Georgia,  Senator  Herman  Tahnj^f?^^  our  own  able,  highly  dedicated 
and  outstanding  Senior  from  the  State  of  South  Carolina,  the  Ilonor- 
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nblo  Ernest  F.  HoUings  and  your  entire  committee,  deserve  the  imdy- 
iii^j  gratitude  of  our  State  of  Soutli  Carolina  and  the  entire  country 
for  the  famighted  leadei'sliip  you  are  ^iving'in  the  introduction  of  this 
le^jislation.  1  consider  S.  2*22.*^  absolutely  vital  to  the  future  of  this  great 
Intn!  of  ours. 

In  trying  to  arrive  at  an  approach  to  this  testimony,  recognizing 
tliat  you  have  had  many  capable  people  giving  views,  I  considered 
many  alternatives,  among  these  the  deep  research  and  the  cold  hard 
facts  and  figures,  most  of  which  I  am  sure  you  have  already  received 
from  numerous  other  witnesses.  I  thought  to  perhaps  delve  into  the 
past  and  offer  background  on  the  growth  of  our  countr}^  which  would 
justify  the  position  I  will  take.  I  even  thought  to  bring  numerous 
witnesses  with  me  and  by  sheer  weight  of  numbers,  show  the  very  real 
and  vital  concern  of  the  StaU^  of  South  (^larolina  fox  this  bill.  While 
any  qne  of  these  approaches  might  serve  to  dramatize  our  deep  con- 
victions, I  have  decided  to  instead  address  myself  to  an  overall  diag- 
nosis  cojiceptual  approach  to  the  problems  facing  us  now  and  in  the 
future. 

Jlr.  Chairman,  South  Carolina  has  just  celebrated  its  300th  birth- 
day. In  the  early  days,  tomorrow  was  full  of  promise  and  men  worked 
for  that  tomorrow  with  singleness  of  purpose  and  the  dignity  that 
corues  f^om  building  their  lives  and  homes  in  the  greatest  country 
on  the  face  of  the  earth. 

The  day  has  now  come  w4ien  we  must  attempt  to  profit  from  mis- 
takes that  have  been  occurring  in  the  growth  pattern  of  this  Nation 
sinre" those  early  days.  AVe  must  analyze  what  has  liaj)pened  in  too 
many  areas  of  our  country  and  try  to  profit  from  it.  We  must,  irf^ome 
way,'  strive  toilet  urn  to  a  day  filled  with  that  bright  promise  of  uomor- 
a'ow  rather  than  observe  all  too  often  a  day  filled  with  the  bleakness  of 
despair.  Tliis  is  exactly  what  is  happening  in  the  larger  metropolitan 
centere.  We  have  reached  the  point diminishing  ivturn  on  the  in- 
come dollar  reveiuie  of  these  areas  and  are  having  to  pay  out  a  dis- 
proportionate cost  just  for  the  purpose  of  trying  to  maintain  a  stand- 
ard of  living  that  is  decreasing  each  year. 

We  have  seen  in  the  past  *3()0  years  the  growth  of  sprawling  urban 
giants  that  swallow^  tax  dollars  as  they  have  swallowed  the  future  of 
fheir  inhabitants.  AVe  have, seen  the  rise  of  bitter  reaction  to  the  lack 
of  concern  evidenced  on  the  part  of  too  many  of  these  metropolitan 
monsters  *  *  and  yet  how  do  we  manage  to  stem  that  tide  that  is 
carrying  us  ever  closer  td  the  waterfall  of.self-destruction?  Our  popu- 
lation is^  increasing  at  an  alarming  rate  and  will  soon  reach  unbear- 
able proportions.  The  high  percentage  of  these  new  arriv^als  still  head 
for,  that  urban  mornster  a^  the  moth  seeks  iLlie  candle  flame  *  *  *  and 
why  ^  The  answer  is  that  the  ^all  community  can  no  longer  offer  a 
job  with  a  future,  unless  it  is  one  of  the  very  few  fortunate  enough 
to  have  an  example  of- our  dynamic  and  profit-oriented  free  enterprise 
system  locate<i  there.  Why  is  jt  that\ other  small  comnuinities  though 
have  not  been  atle  to  provide  these  well-paid  jobs  for  their  inhabitants  ? 
It  is  simply,  gefitlein^en/a  chicken  and  egg  proposition.  Unless  there 
is  a  tax  base  to  build. support  faHlities,  without  which  industry  will 
not  locate,  such  as  hoj^^al  beds,  educational  institutions,  recreational 
facilities,  libmrie*s^i:^j^ge  treatment  and  water  treatment  facilities, 
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energy  chpability,  and  all  the  rest,  it  is  impossible  to  attract  new  job* 
and  new  industry  to  your  community.  Without  tluit  new  industry  an4 
those  new  iobs  thon<rh,  how  do  we  build  the  tax  basi^  with  which  to 
construct  the  support  facilities?  Too  many  of  our  small  communities 
do  not  have  the  borrowing  power  necessaiT  to  eoiistniet  these  facilities 
and  so  each  day  that  passes  they  dry  up  a  litth*  more  and  a  few  moiv 
ot  their  people  move  to  the  urban  areas  and  the  spectei'  of  both  urban 
and  n^ral  annageddcm  looms  a  little  largei*  on  t\w  horizon. 

In  South  Carolina  we  have  been  trving  for  some  tinie*to  deliberate! v 
disperse  our  industry  and  so  disperse  oui*  population;  to  turn  ouV 
State  into  a  coniininnty  in  \\'hi<*h  man  can  connnute  from  his  Jiome  in 
the  eountrvside,  from  his  home  whew  liis  ehildren  can  run  and  r)]av 
*^uunoleste(l,  and  from  his  home  where  he  may  .>till  know  the  prid'e 
of  possession  to  a  joh  offei'ing  ^^ood  workiiiir  conditions  at  a  fair  and 
just  compensation. 

After  my  4-year  term  is  up  in  Columbia  1  am  ^'oing  to  run  to  that 
spot  5  miles  out  in  the  ccHintrv  where  I  have  a  lish  i)ond  and  can  <'et 
away  from  other  thinp.  ^ 

I  niade  an  awful  f-uix  pas  the  other  da\\  I  went  to  a  (Tovernor>^^ 
meeting  in  Atlanta  with  the  Governor  of  Georgia  and  after  havin<>^ 
waited  an  hour  to  get  into  the  city  of  Atlanta  J  told  him  that  I  hoped 
that  novity  in  the  South  ever  got  as  big  as  Atlanta.  ^ 

At  any  rate,  the  \iltimate  answer  .seems  tir^i)lace  industry  where  it 
will  do  the  mo.st  good  for  the  comniunity  priinarily,  and  through  it 
the  incoming  bu.sini^-s.  *  '  i 

Popidatioi)  figures  ajuj  growth  centers  have  l)een  minutely  s^udiecL 
gniwth  trends  mapned  and  future  growth  pivdi<*te(l.  A  detailed  study 
of  all  .services  available  in  anv  mnmujiitv  of  our  Stale  to  industrV 
has  been  pi'epared  and  is  diagnosed  in  light  of  tlu-needs  of  the  in'- 
cxmiing  industry.  ' 

i  might  .say  that  the  distiirguished  diryctor  of  our  development 
board,  Bonner  Manly,  is  here. 

Senator  Hi'Mpiikkv.  If  yon  don't  mind  making  the  introductions, 
would  you  identify  the  gentlemen  here  with  yo»i  for  us. 

Governor  Wk.st.  l^onner  Manly;  who  i.s  (lii-ector  of  our  State  de- 
velopment board. 

And  Lee  Fferbei-t;  who  isdirectorof. supporting  services.^ 

Onr  development  hoard  has  produced  a  computerized  program  of 
inanpower  facilities.  We  can  punch  .ii  button  literally  and  tell  an 
industry  what  facilities  they  have  in  what  area,  or  what  labor  ca- 
pacity is  and  its  availability.'  It  is  only Jn  that  wfh*  that  we  have  been 
able,  despite  the  recessicm  that  our  country  Jias'had  for  (he  last  2 
yi^ars,  to  keep  a  reasonable  economic  growth  pattern'in  South  Carolina. 
'Senator  HuMrnREV.  Wlia^  do  you  mean  by  the  supporting  servnces  ^ 

Mr.  Herbert.  Manpower  services,  re.source  services,  and  industrial 
services. 

'Senator  HrMPfiREY.  That  is  related  to  vour  economic  development 
operation. 

Mt-.  Lek  IlKRnKRT  (Director,  South  Carolina  Supporting  Services). 
That  is  correct. 
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STATEMENT  OF  J.  BONNER  MANLY,  DIRECTOS,  SOUTH  CAROLINA 
STATE  DEVELOPMENT  BOARD,  COLUMBIA,  S  C.. 

Mr.  M.\NLT.  If  I  may  emphasize  what  the  (Tovernor  is  reft-  _ 
Wo  have  ttotually  raiivassecl  every  county  in  tlie  State  as  to  ^vliere  th 
l)eople  are.  We  are  the  only  State  who  has  done  tliis  and  we  liave 
vajidated  our  figures  apiinst  the  Bureau  of  the  Census.  I  told  Georpe 
Brown  he  was  within  1  percent  of  being  correct  on  liis  hxtest  census 
M'hen  he  checked  it  out. 

Now  we  are  building  ])roliles  by  county  on  skill  levels  of  individual 
people,  So  that  we  can  place  people  intelligently  and  attract  industry 
in  the  same  vBin;  we  can  get  people  and  jobs  together  all  over^the 
State. 

(lovemor  West.  We  have  proved  conclusively  that  peoph^  are  train- 
able through  our  State  technical  education  system  under 'Wiich  some 
468,^ W  citizens  of  South  Carolina  have  been  trained  and  rArained  for 
better  jobs  in  a  new  tomorrow.  This  is  out  of  a  total  population  of 
some  2%  million.  The  State  of  South  Carolina  has  invested  the  fin(ih- 
cial  backing  for  this  ])rogram,  the  citizen  of  South  Carolina,  their  time 
an  and  energy  without  compensation,  and  all  of  our  citizens  will  reap 
the  rewards  in  an  inci-eased  standard  of  living. 

Senator  Hi  m pi r key.  You  have  sort  of  led  tlie  w^ay  in  the  schools. 

(xovernor  Wkst.  I  miglit  comment  that  this  program  was* instituted 
wlien  Senator  Hoi  lings  was  Governor  and  I  h^d  some  small  part  in  it 
on  the  legislative  committee,  along  "with  former  Governor  McNair. 
As  it  is  said  in  South  Carolina  with  some  truth,  that  we  all  three  took 
all  the  credit'  AVe  could  for  it.  It  was  f.nough  to  elect  us,  all  three,  to 
higher  office  several  times. 

So,  there  was  fortunately  eno\igh  credit  to  go  around  and  we  didn't 
have  to  fight  over  who  was  entitled  to  the  most  of  it. 

Senator  Ht  mphrey.  We  have  heard  a  great  deal  about  it.  As  a 
matter  of  fact,  T  know  that  they  put  in  a  new  system  of  Vo^-Tech,  as 
.we  call  them,  vocational-technical  schools,  in  Minnesota.  And  they 
are  doing  it  around  the  country  since  enactment  of  the  vocational 
educational  program  at  the  Federal  level.  But  you  had  pioneered  this 
before  that. 

Governor  Wkst.  1061. 
•   Senator  HrArPHRKY.  T  remember  when  we  h(»ld  hearings  around 
here  about  the  vocational-educational  program.  Your  J^ate  wps  al- 
ways cited  as  an  example  of  what  could  be  done  with  these  schools. 
And  now  it  is  iu.st  catching  on :  it  is  getting  popular. 

Governor  Wkst.  T  may  say  that  Mr.  Manly  was  one  of  the  original 
committee  of^^ix  tliat  formul^ited  the  program  under  the  legislation 
proposed  by  Governor  TTol lings  in  out  committee!  Mr.  Manly  has  re- 
mained on  the  board  since  that  time.  He  was  at  that  time  an  employee 
of  Owens-Corning,  but  since  tlien  we  luwe  got-hini  on  the  development 
board. 

Senator  HrMPirnKY.  That  is  an  incredible  fi.ofure :  480,000  citizens 
have  been  trained  and  retrained ;  480,000  out  of  million. 

Mr.  Manlt-  Ancl  they  have  gone  to  work.  Tliat  is  the  important 
fact.  We  have  trained  iFor  known  jobs  rather  than  trained  for  the  sake 
of  training.  .  , 

Senator  Humphrey.  That  is  a  difference. 
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GoM-iRNOK  Wkst.  Two  things :  You  jret  tlm  iHotJ  vation  ofthe  individ- 
ual in  knowing  that  if  ho  (>orn|)letos  the  progjfani  his  skill  would  enable 
him  to  eani  inoi-o  money.  And  second,  wo  Mve  had  the  involveiiu^nt 
of  the  business  eomnnmlty,  aiid  recogni/inflf  that  tliis  is  a  must  we  are 
able  to  tell  an  industry  today  in  Soutli  ('adolina— and  we  Imve  for  10 
years — t.hat  if  will  loi^ate  in  S(>uth'(  aVolina  we  are  not  going  to 
give  you  any  substantial  tax  break  or  anything,  but  we  will  have  you 
a  trained  work  force  ready  when  your  plant  ii^ronipleted.  ,  • 

Senator  IlrMPUHKY.  Tfiat  is  renuirkable. 

(rovernor  Wkst.  So  we  have  invested  in  tliis  program  and  we  find 
it  most  rewarding,  most  {)roductive.  We  have  tried,  as  a,^)art  of  our 
treinencjous  industrial  development  l)rograni,  to  dispei-se  industry  de- 
liberately throughout  our  State  and  we  iurve  attempted  to  profit  by  the 
mistakes  of  some  of  our  sister  States,  and  to  have  our  growtli  a'ccm- 
trolled  0!U'.  Rut  still  wo  have*  been  unabh'  to  place*  industi'v  in  luaiij^ 
appropriate  places  in  South  Carolina  simply  because  we  JuiVc  not  hud^ 
the  sup]M)rt  facilities  there.  '  .^V  ^  ^'  j 

Tf  I  might  depart  froui  my  testimony  a  moment,  let  me  lell  ,y()u  jv^^^^^ 
story  involving  both  Senator' Ilollijigs  and  I.  WlnleVhe  wasitS^liiOV 
ernor  and  I  was  in  tlu*  State  Senate,  we  liad  persuaded  the  ftl^r^V;r(tvli  ■ 
(\).  4o  come  to  South  Carolina  and -to  locate  at  a  little  to:tN'n%ij®^ 
''l^laine/'  And  one  of  the  inducements  we  oiferecl  that  wo  W()u)(Uc¥imge  • 
the  name  to  Elgiirto  gi»t  them  to  come.  ><  V 

Seiuitor  IIi-^riMiKKr.  ^'ou  go  a  Jong  ways  doNvn  there.  . 

(^lovenior  Wkst.  Well,  the  i)rol)lem  was  that  one  of  thi»  tluuirs  they 
needc(bwas  a  water  system,  but  the  tax  base  in  Blaine  wtas  virtually 
nothing.  In  fact,  it  was  such  an  impcn-erislied  area  T  thinlr  the  total 
o  assess(td  value  wji^g  less  than  i^o,(H)0  on  tlu^  bt)ok^.  The  chainiiiiiii  toUl  mo. 
at  tlie  time,  when  I  asked  him  about  tlu^  tax  levy,  he  said :  ''Wrll;  we 
have  just  got  a  tax  levy,  but  we  only  apply  it  to' the  railroad  and. the 
teleplione  comj)any  ahd  the  power  comjjany  and  we  don't  tax  no 
citizens."  '  -  ^  ^  v 

But,  thanks  to  a  grant  under  the  accelerated  public  works  bill— we, 
got  a  grant  of,  I  think,  $0(),0()0  and  built  a  water  system.  Ami  tochiy 
that  rural  conunnnity  has  come  alive.  The  Elgin  Co,  ])hased  out,  but 
the  B.  F.  Goodrich  Co.  is  there,  and  provides  KH)  jol)s  for  this  rural 
'  conununity  that  was  dying  on  the  viup. 

I  thiuk^that  tlu^  J^'lgin  Watch  Co..  oi'  the  Kliriu  situation  is  an  (ex- 
ample of  the  fact  that  if  we  have  a  vehicle  where  wc  can  ])rovide  the 
supporting  facilities  we  caji  get  industry  and  jobs  back  into  the  rural 
area  in  the  en\  ironm(Mit  that  I  think  means  so  much. 

I  feel  nu)st  strongly  tluU  S.  '2±2-]  will  provitle  a  cornorstoue  ufyon 
Avhich  the  rural  areas  of  our  country' might  build  their  ow^u  economic 
ftiture  ami  thus  assist 'greatly  the  econonii(*  future  of  the  heavily 
•  nrbjuiized  renters.  By  providing  available  investment  dollars  to  con- 
st ructjlff  hose  facilities  without  which  an  industry  will  not  locate  in  a 
community,  it  is  possible  for  us  to  help  that  Vural  community  to  build 
its  own  tax  base  and  thereby  umlergird  the  dt*velopment  efforts  in  its 
area.  By  dispersing  industry  to  I'ural  locations,  takin/"^  people  off  the 
welfare  rolls,  training  them  and  putting  them  on  the  payroll,  we 
are  cutting  down  on  the  amount  of  money  that  must  be  spent  to  sup- 
port through  welfare  progi-ams  the  uncontrolled  mass  growth  in  our 
population  centers. 
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Mr.  dmirnuin,  I  would  like  to  bring  to  your  attention  the  fact  that 
bf)  pt*rceiit  of  all  the  counties  in  tlaj  State  of  South  Carolina  uxperi- 
encod  ont-niignition  between  and  the  year  1U7U.  Unfortunately, 
liowever,  this  was  not  an  even  out-tnigration  either  in  geographical 
di.s])ersion,  racial  di.spersion,  or  dollar  di.s[)ersion.  Since  even  though 
h:>  percent  of  our  counties  experienced  out-niigration,  [>orcent  of  all 
of  onr  counties  ex])erienced  an  out-migration  of  bhick  South  Caro- 
linians, and  ge()grai)hically,  while  52.4  percent  of  our  population  in 
lt)7()  was  rural,  this  compared  with  HM.h  percent  in  the  year  VMK 

What  I  consider  the  most  serious  tn^mj^ougli,  is  the  statistic  that 
7l).ij)ercent  of  all  poi)nlation  growt^^i^^ out  State  U'tween  the  years 
llK)<rand  Il>7()  was  m  the  metropolitan  areas.Xlcati  only  conclude  that 
this  trend  will  continue  unchecked  througlilhe  next  decade  if  ste[)S 
are  not  immediately  taken  to  sliore  up  our  saA<ring  rural  economy. 

1  have  included  as  part  of  n)y  testimony  soVie  hard-cost  tigirres  as 
they  relate  to  the  various  industrial  segmentsn)f  our  Stnte  economy. 
TxatlKM'  than  go  into  them  in  de]>th  now,  they  have  been  included  as 
an  a<lderHlum  to  the  outline  which  is  being  tiled. 

lIowev(M-.  to  smnmarize,  we  liiul  the  actual  investnu^nt  )>er  em])loyee 
in  WW  aiul  expande(l  plants  in  tlie  State  of  South  Carolina  for  the 
years  VM)i)  through  \WU  to  be  i^-il>,:>4:>  ])er  em])loyec.  It  has  been  ])ro: 
jected  that  Hie  total  employee  growth  through  tl^c  year  107r»  will  be 
or>,pH)  n(Mv  jolx  in. our  State. 

This,  gentlemen,  projected  by  the  avei'agc  employee  investment, 
nieans  (luit  from  somewliere  will  have  to  conic  >^1,HU.71  1,(MM).  This  is 
a  great  de}*}  of  moiiev  foi'  anv  .State,  particularlv  one  in  the  Sou*-h 
that  has  been  sutl'erin^  from  the  ell'e*  \  of  hu*k  of  industrial  investment 
for  so  many  years.  The  ])rojected  emitloyment  growth  by  industry 
tvpe  also  has  been  included  as  an  a(hlendnm. 

'  AVhen  you  add  to  this  liirure  the  amount  need*  d  to  ])eF'fMrm  tiio^e 
service^  thrt  are  n(nv  recjuiT'cd  of  u-  under  law.  j^roi^ra^a^  t'^  im!^'<>^<* 
wat<'r  (inality  and  S(>waire  treatment,  health  care,  school  svstems  and 
the  like,  vou  can  see  that  our  futuiv  def)ends  very  huavily  ni)on  monevs 
snob  as  the  grants  under  title  T  and  tith^  1 1,  wbi<'h  I  feel  are  coniulctelv 
justifi"  1  in<-(Mitives  for  rui'al  de\'elopnjent  and  tin'  in\  «'*<tmt'nt  in  r,uu- 
munity  growth  tlwouLdi  loans  a<  well.  I  would  personallv  mti'*h  nrvfer 
to  invest  my  money  this  way  than  to  spend  it  to  cure  ui'ban  ills  tliat 
have  resulted  from  lack  of  l)lanninir.  .  - 

(ienth^m^n,  we  still  snil'er  in  this  <'onntry  From  a  tireliMusc  oju'ratioM 
when  it  c()mes  to  ans<\'ering  our  country's  nc^'ds.  W«'  wait  until  wi' 
heai-  the  s^'i'cams  of  the  o[)|)res^c<l  or  the  sobbin^r^  of  f  V  depi'i\ cd  be- 
fore we  take  action,  f  congratulate  you  today  for  what  you  arc  doiitir 
in  esta]>lishirig  I'or  once  a  [)reventive  maiutennnce  [)i'oirram.  Through 
your  far^ighted  leadcrshii>,  this  countty  can  look  foi'wai'd  t()  a  futui-t' 
'of  .^ecui'e  controlled  and  vital  growth,*  to  a  futui'c  lillecl  with  many 
bright  tiiornings  and  tlu^  certain  knowledge  of  the  good  life  for  all  its 

pi>0|)l(». 

In  South  (j'arolina  the  air  is  still  fresh  and  swcM't  and  even  down  in 
Charleston  we  are  kee[)ing  the  air  sw(*ct— and  man  wakes  each  tnorn- 
ing  to  a  day  tilled  with  challenge  and  satisfaction.  I  pray  it  will  lay 
tliis  way.  'fhe  vi.sion  of  man  is  limited  Qtdy  by  his  M'illiiigness  to  .-^ee. 
In  South  Carolina,  as  in  the  rest  of  the^Xafion,  a  man  can  see  not  only 
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■  *•  .  f         ^  ^ 

liifl  futurt^  but  t^f^^ Uiiji^pf  his  ^generations  to  romo.  I  have  discussed 
this  future  wttn^a  /nrreafc^^rmny  of  our  top  industrial  h»ader8,  leader^  in  ^ 
tlie  social  m^?m<^nt,  elected  representatives  of  the  i)eo[)le  of  the  State, 
and  they  ai*e  all  strong  iiutheir  determination  to  see  tliis  bill  enacted 
into  law.  I  would  like  at  this  time  to' read  you  just  a  couple  of  the  letters 
I  have  received  within  the  jmst  week  concerninor  my  tesfimony  today. 

And  now,  Mr.  Chairniaii,  I  would  liki?  to  file  and  to  mentioii  brieflV,^ 
three  letters  that  I  think  typical.  One  is  from  W.  W.  ".Hootie"  John- 
son, president  of  the  Banker's  Trust  of  Soutli  ('arolina,  who  whole- 
lieartedly  endorses  the  bill. 

Senator  Humphrey.  AW  will  ^ive  you  back  youi*  ori^ual  after  we 
have  taken  the  text» 

{Tlie  letter  referred  to  follows :) 

Banfcrrs  Tdf  ht  of  J^orTH  Caikh.ixa. 
\.  Cftlumhia,  H.(\,  Septrmhrr  i.),  i9l i. 

II(»n.  John  (\  Wkkt.  ' 
(fOt  rrnf>r  of  South  Carolina, 
Stuff  Capitol  Huilding,  Colttmhia,  i^.C. 

Dkar  Oovernor  West:  The  future  of  South  ('aroUna  aud  even  the  future  of 
our  ronutry  (le|«»ndR  iu  ^reat  psirt  on  the  dinpersjil  of  our  population  and  * 
^       industry.  y 

t'nder  exlstiuK  rondltionM,  suitable  ta.v  itases  cannot  f)e  built  Uy  small  coun- 
ties. They  are.  in  many  caseH,  unable  to  ^jenerate  sufflclent  revenue  from  present  * 
sources  to  construct  support  faclUties  for  workinff  and  living.  Without  these 
fadUties,  tliey  cannot  attract  new  and  vital  industries  to  their  county. 

.\s  a  banker.  I  wholeheartedly  endorse  Senate  Bill  T2~Xi  and  ur;^e\vou  to  use 
every  means  avanal)le  to  you  to  move  for  Its  passag:e.  It  is  oue  of  the  ukjsI  im- 
portant pieces  of  le^jislatlon  to  our  state  that  has  yet  appeared.  * 

Sinc'crely.  ^ 

\V.  \V.  .TOKNHON.  /*/(^/(/f///. 

(rovernor  Wkst.  And  from  the  vice  president  of  the  Citizens  & 
Southern  National  Hank  of  Sonth  Carolina,  which  alH)  ex[)resj^es  com- 
plete approval. 

And  I  think  rather  significantly,  a  letter  fi-om  the  ])resident  of  the 
Small  Towns  A.s.soeiatioTi,  Mr.  Henry,  wliicli  expresses  wholehearted 
support. 

Senator  Hi  mimiukv.  These  letters  of  su])p()rt  for  the  hill  are  very 
fine  lettei-s.  I  though  this  one — if  I  may  just  read  a  line: 

In  my  opinion,  in  the  long:-ruu  this  IcKislati(ui  will  not  cost  the  PVderal  (gov- 
ern ujent,  bot  will,  in  reality,  effect  a  saving's  for  them. 

I  thoYifrht  that  was  very  effective.  Tliis  is  from  the  Citizens  & 
Southern  Bank  of  Sonth  Carolina.  ,  -  ^ 

And  these  letters  are  from  bankers  who  see  that  there  is  a  chance 
for  in*eat  c()oj)eration  between  the  private  financial  comniniiity  and 
the  irovernmerU  of  the  ^ommnnity. 

Thank  you. 

fTlie  letters  referred  to*^ follow  :) 

The  CmzEN's  axd  Socthkrx  Xatigxal  Bank  of  Bouth  Cabouna, 

Columbia,  S.C.,  September  21, 1971. 

Hon.  .ToHN  0.  Wkrt,  '  ^ 

Oovtt-nor,  State  of  South  Carolina, 

Columbia,  S.C.  ^ 

Dear  Govebnor  West:  lliank  you  for  the  opportunity  to  review  S2233. 

This  letter  Is  to  clearly  Indicate  my  total,  unequivocal  support  of  this  Bill. 

I^nless  we  have  this  or  something  quite  similar,  the  migration  to  the  large 

urban  areas  will  continue  and  will  intensify. 
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Tbis  law  will  enable  communities  to  dS^velop  the  facilities  to  attract  industry. 
That  will  provide  the  jobs  and  the  tax  bhse  to  Iteep  people  there  and  to  provide 
governmental  services  to  tlieiu. 

In  my  opinion,  in  the  long  run,  this  legislation  will  not  cost  the  Federal  Gov- 
ernment but  will,  in  reality,  effect  a  savings  for  them. 

,  I  plan  personally  to  do  everything  I  can  to  work  for  its  enrly  enactment  Into  law. 
Sincerely »   »  ^  , 

.Harold  S.  Jarvis,  Vice  PreMident 


0       MuwiciTAL  Association  of  South  Carolina, 

OolumbUi,  S.C,  September  16, 1911. 

Hon.  John  C.  West, 
Oovemor  of  South  CaroHnOj 
"  State  Souse,  Colombia,  S.C,  % 

Dear  John  :  The  Municipal  Association  staff  in  Coljiimbia  has  informed  me  of 
your  interest  and  also  the  Interset  of  the  State  Develoi)ment  Board  in  the  Rural 
Development  Bill  (S.  2223),  and  I  am  most  happy  to  endorse  the  said  legislation. 
Although  there  are  sjome  certain  benefits  to  the  municipalities,  this  legislation 
will  be  of  great  benefit  to  rural  sections  of  the  country. 

I  am  most  hopeful  that  you  will  be  successful  In  obtaining  one  of  the  regional 
bank»  for  our  great  State  of  South  Carolina  when  the  legislation  passes. 

Wishing  for  you  the  best  wlien  you  testify  In  Waslilngton  on  September  28, 
I  am  . 

Sincerely,  *  < 

Gordon  Hexry, 
President,  Small  Towns  AssbciatUm, 

Governor  West.  I  tliink  tliose  letU^rs  are  a  <roo(l  concludino:  state- 
ment of  the  way  I  thank  you  gentlemen  for  your  interest  and  concern 
dcnionstnitcd  by  tlio  nioerinor  of  tliis  subconnnittee.  J  know  tliat  you 
will  in  vest  ig?ite  very  fully  tlie  impact  of  tliis  le^ri^littion  on  your  ^nVat 
Nation.     *  " 

I  a^sui-e  you,  gentlemen,  as  Governor  of  the  State  of  South  Carolina, 
that  while  South  Garolina  may  not  always  be  Hi'st,  it  is  never  in  (ioubt. 

(The  attachments  to  (xovernor  West \s statement  are.iis  follow.^:) 

CAPITAL  INVESTMENT  IN  SOUTH  CAROLINA  BY  THE  rJlANUFACTURir4G  INDUSTRY,  1960-69 


Industry 

Employmont 

Investment 

Invtstment 
per 

employee 
^dollars) 

Food  and  hindrod  products.  ... 

Textile   

ApparcJ- 

Lumber  and  wood  products. 
Paper,  printing  and  allied  . 
Chemical  and  allied  . 

Stone,  day,  ind  glass  . 

Metalwofiting    

Remomins '  ^ 

-  -    -    .  .        •  4.927 
....  44.054 
3?.  069 
6,580 
4,  553 
25,055 
4,189 
44.308  V 
3. 069 

W  709 
918,  546 
99,424 
73, 253 
329. 337 
1 , 366, 664 
U2, 929 
793,  849 
166, 663 

$10, 089 
20, 850 
3.100 
n.l33 
72.334 
54. 547 
34, 120 
17,917 
54. 305 

Total  ,  ... 

...      .     .  168.804 

3, 940, 374 

23,343 

1  Includes  tobacco,  patraieum,  rubber  and  plastics,  li 

ather,  and  miscellaneous  industries. 

Source;  Research  Division,  South  Carolina  State  Otvelopment  Board. 


ERIC 


468 


PROJCCTEO  EMPUIYMENT  GROWTH  BY  INOUSTRV  TYPt  AND  CAPITAU2ATI0N  REqUIREMENIS,  1970  75 


— —  f. . .  - 

industry 

Emptoymonl 

required 

crov/th 

UbousoRds) 

1  ndu&try 

Food  and  kindrod  products 

Toxulo.-  ^.  ,  ,  ... 

600 

$6, Ob3 
4,170 
17. 360 
2  227 
217. 002 
.  332,  737 

Stono,  clay,  and  glass. 

P</]ntnlu/nrkinc7 

Apparel             ..  . 

Lumber  and  wood  products  . . 
Paper,  printing,  and  alliod^. . . 
Chemical  and  allied  , 

5,600 
200 
3.000 
6. 100 

ftomaining   

<  Totnl-  

t  aip)  oy  m«iii.^,^^^rtqoif  ed 

p  f^tii   (Clnouaa  nds )  ^ 


4,000 
11,100 
4, 600 


136,  480 
198,  879 
249,803 


35.400  1,164,711 


Source:  Research  Division,  South  CoroOna  Stale  Development  Board. 

Senator  HuMPHUEr.  Thank  you  very  much,  (jovernor  West. 
I  want  to  note  for  the  record  just  a  couple  of  points  of  your 
testimony. 

The  purpose  of  S.  222:^  is  not  just  a  prog^rani  related  to  the  poor  and- 
the  needy  who  are  already  the  victims  of  deprivation.  But  as  you 
have  put  it  out  so  well,  it  is  to  estahlish  for  once,  a  preventive  main- 
tenance prograni  to  get  at  the  prohlem  of  development,  t0  provide 
community  facilities  that  encourage  the  entrance  of  and  the  location 
of  industry  and  to  provide  capital  for  those  conimunity  facilities  and 
to  provide  caj)ital  for  these  industries. 

In  other  Avords,  this  is  not  a  wel  fare  program.  Wc  have  over  here 
on  this  chart,  title  I,  which  is  the  .Farmers  Home  Administration 
operation  expanded  exxnsiderably.  And  this  is  for  what  we  call  socially 
motivated  loans  on  the  soft,  loan  ])rogram,  accompanied  by  the  tech- 
^iical  assistance  program.  And  then  over  on  the  other  ^ide/under  title 
II  we  fjet  into  the  hanking  proposition,  where  you  arc  really  talking 
al)oiit  nulnst rial,  economic,  an(i  community  dcveloj)mcnt,  where  you 
reach  into  the  money  markets  all  Over  America  to  i^dl  Voiir  papery  so 
yon  are  not  dej)endent  on  congi-essional  aj)propriationH. 

The  Federal  (jovernment  will  make  an  initial  investment  of  $200 
million  a  year  for  a  ]0-year  period.  All  of  this  is  repayable.  And  our 
experience  with  these  banks  that  we  have  helped  estnblisli  like  the 
Federal  Land  Bank,  the  Bank  for  roo[)eratives,  the  P(^V's,  all  have 
repaid  the  Governme?it  back  their  initial  capitalization. 

Governor  Wkht.  RFC. 

^^enator  IlnMPHKKY.  The ^ RFC  was  a  classic  example.  It  provided 
a  long  term  financing  that  many  of  onr  comnnmities  can't  get  ahohl 
of.  So  this  is,  as  the  Governor  has  well  put  it:  preventive  and  it  is 
developmental.  It  is  not  a  substitute  for'(|EO,  and  it  is  not  a  substi- 
tute for  HEW  or  for  welfare  reform.  These  are  other  programs  that 
relate  to  tKe  needs  of  our  people,  but  this  is  a  developmental  one. 

And  I  nlso  remarked  about  a  couple  of  other  things  here:  T  heard 
Senator  Ilollings  say  something  that  I  hadn't  heard  before.  He  said 
that  he  had  heard  of  many  people  migrating  from  poor,  poverty-ridden 
rural  America  into  the  poverty  areas  of  the  cities,  but  he  hadn't  heard 
of  very  many  people  leaviiig  the  poverty  areas  of  the  cities  to  come 
back  to  rural  America. 

Xow,  there  are  people  that  leave  the  cities  to  come  back,  but  not  the 
poor.  And  the  reason  is  that  there  are  so  few  jobs.  The  whole  problem 
relates  to  jobs.  We  are  thinking  for  the  first  time  here  in  the  Congress 
about  the  overall  rural  community — the  rural  producer,  his  priced, 
the  community  in  which  he  lives,  the  total  community. 
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Tjook  at  many  of  our  local  [)e()])lu  in  Minnesota.  We  have  some  small 
,  farms  where  jou  can't  earn  enough  even  if  you  could  get  a  good  pijii^e. 
But  you  can  do  it  if  you  can  get  a  jol)  along  with  it  where  you  have 
a  supplemental  income,  or  where  anotlier  member  of  the  family  can 
work  at' the  jol).  And  there  isn't  any  donht  as  I  said,  when  you  get 
one  of  these  industries,  the  town  begins  to  take  on  new  life.  I  have 
seen  it  all  over.  ■  * 

We  will  have  a  job  on  our  hands  getting  this  bill  through  the  Con- 
gress. 1  want  yon,  (Governor,  to  know  how  much  we  appr(»cia(e  your ' 
support.  1  would  ni'ge  upon  you  and  otheisn  to  [)r()selyte.  I  think  we 
could  pass  tl^  bill  at  this  session  if  we  can  just  work  at  it.  Aiid  I 
don't  know  ofunything  that  could  be  more  important, 

I  want  to  say  this  :  When  wc  talk  about  economic  revitalizatlon,  you 
get  ifiore  for  your  dollar  in  rural  ^Vmei-ica  than  any* other  place. 

We  hnve  .statistical  evidence  showing  Avhat  y<)U  talked  about,  (iov- 
*  ernor.  1  though  your  language*  was  impressive  about  liow  the  urban 
monster  just  (»nts  up  the  revcnu(»s,  and  (Consumes  sometimes,  even  tlie 
l)eopl(».       can  put  a  dollar  in  rural  Anu»i  ifa  and  have  it  be  c(|uivalent 
to  s:Uin  otbiM-  parts  of  the  country,  in  terms  of  actual  production. 

Wouhl  you  hke  to  add  something  to  th(»  t(»stimony  of  tlH»  (ioveinor, 
^rr>Manly  ^  1  >o  you  ha  ve  some  comment  ai'v  t 

Mr.  .\I  vM.v.  X'tM  v  bricHy,  ScMiator,  1  would  like  to  nunforce  the 
( fo\  crnor's  staM*nicnt.  perhaps  in  a  more  specific  way.  ^'ou  see.  for  t^ 
past  In  \cars  we  ha\e  l)(»cn  v(»ry,  very  hard  at  work  building  tlu;  eco- 
nomic ba.^c  of  our  State.  1  just  moved  into  this  job  about  a  year  agoe* 
after  Lin  xcars  in  industry.  .Vnd  T  would  view  thi.s  bill  that  we  are  sup- 
porting lu*re,  from  that  standpoint,  as  mor(»  of  an  investment  than  any 
kind  of  expense  to  tlu*  ta vpay ers  of  America.  1  think  tlu»  return  on 
that  investment  would  be  b(»yond  measure  in  a*  few  shoi't  yi^ai's,  and  in 
tetms  of  what  it  ca?i  do  for  tlu»  p(»()])l(»  all  a/n^ss  this  >  ".tion. 
N    -lust  to'givt-  yoh  sonu*  i<h*a  of  w;hy  we  have  such  a  firm  belief  in 
/getting  *^uch  a  v-idiicle  of  this  natun*.  in  iJie  last  '20  years  we  luive 
/  doubled  (be  i)er'  ca[)itn  inconu'  in  South  Carolimi.  It  has  grown  from 
appi\>\imati»l  V  Sl.iJOM  to  better  than  s:>,0()().  With  that  fa ntast  ic  gr  owth 
we  ar(\stil]  about  Hth  iirpcr  capita  in(:onu*.  So  we  bav(»  got  to  really 
c^jtch  upv  ^ 

Hut.  iXhii^l^'  pei*tiiu»ut*^])()int  is  that  we  luive  been  liard  at  work 
doi!ig  \\\  Jur  Stafe,  one  of  the  j)0(U'cst  States,  one  of  tlic  smallest,  wluit 
this  pic-Ve  of  legislation  could  nuike  happen  in  a  very  acceUuated 
nurnner. 

The  v(M  v  miture  of  our  State  defin(»s  that  we  are  in  business  to 
de\(Ooj)  rural  AuuM-ican  because  we  had  an  agrarian  economy,  for  all 
practical  purpo.ses,  mitil  tlie  eJid  of  World  Wiir  II.  This  is  when  w^e 
fii-st  beiran  to  move  on  tlie  industrial  scene. 

As  recently  as  It)  years  ago  w(»  were  jretting  about  $100  million  an- 
nually in  new  or  expanded  industry.  The  year  befoi'c  that  we  passed 
$7(M>  niillion.  And  it  was  down  a  little  last  year,  around  ^^^300  million,  ^ 
and  we^are  well  beyond  that  at  the  mid[)oint  of  this  y-(*ar.  So,  while  the 
rest  of  the  Xation  is  suffering  for  the  celling  down  of  the  economy, 
we  are  enjoying  one  of  the  low^est  unenriployment  rates.  We  are  still 
])utting  people  badt  to  work. 
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But  I  tlwnk  it  ull  ^;i»ts  baok  to  the  banic  thin^r  that  wo  are  all  ron- 
romed  with  here:  luinmn  resouiTO  developiuiBnt.  There  are  all  sorts 
of  mechanisms  involved  ;  ;^here  ari^  &11  sort  of  vehicles  needed,  but  when 
you  get  down  to  the  final  analysis  if  yon  can  find  that  persoft  and 
motivate  that  pei-son  t*)  learn  how  to  do  somothin^r.  it  has  been  oi|r 
experiences  as  the  (Jovenior  says,  with  over  400,000  people  out  of  two 
and  a  half  million  we  have  found  very  few  that  yon  can't  motivate. 
The  ones  that  so  many  are  inclined  to  say  ai-e  not  woii:h  a  tinker's 
damn,  they  ai-e  sitting  there  in  the  rocking  chair;  they  don't  want  to 
work.  We  have  disproven  all  these  old  witch  stories.  We  haven't  fonnd 
people  who  don't  want  o[)portnnity.  We  have  fonnd  that  once  people 
nndei*stand,  once  yon  teacli  them  to  wash  and  to  clean  np  and  learn, 
and  start  with  the  !)asics  of  reading:,  writing:,  and  aiithmetic,  then 
%yith  a  little  training:  they  c^n  go  into  the  job  slots  and  become  wag:e 
eaniei-s,  and  they  bwome  pix)ud  people  becanse  they  have  found  self- 
respect  and  self-esteem,  and  they  are  not  concerned  aiiy  long:er  about 
throwing:  bricks  and  riotinff  and  thiiikind  of  thing:. 

We  are  late  in  starting:  but  it  is  m^i^  view  that  we  are  foi*tunate  from 
tlie  stand})oint  that  we  have  not  made  some  of  the  hoi  ril)le  mistakes 
made  in  the  metro[)olitan  ai-eas.  so  surely  we  can  profit  from  that. 

But  T  would  be  so  presumptuous  as  to  sug:g:efit,  as  evidenced  in  tlie 
technical  education  ])rog:ram — we  had  .'^5  wonderful  State  deleg:a- 
tions,  and  I  think  your  fine  State  was  among:  them,  to  see  how  it  works 
in  South  Carolina.  We  have  consulted  with  the  States  of  Arkansas, 
Missouri,  Oklahonui,  and  even  Alaska,  trying:  to  hel])  tlieww.  I  really 
believe  timt  our  State,  becanse  of  our  .sU)W  stai't.  and  the  la/k  of  neces- 
sitv  for  a  lot  of  undoing:  such  as  there  is  in  the  metropolitan  areas,  \ 
think  we  coid<l  serve  as  a  model  in  the  implementation  of  this  plan. 
If  it  is  not  presumptuous  I  would  like  it  to  g:o  in  the  record  that  we 
would  stand  ready  to  do  that  on  the  basis  that  all  of  our  ex()enence 
would  certainly  be  available  to  any  other  of  our  sister  States  as  it  re- 
lates to  bring:ing:  y)eof)le  and  economic  oi)|)oi'tunitie8  together  for  the 
l)ettennent  of  our  whole  country. 

Senator  TlrMprruKV.  You  see,  we  aie  beg:inning:  to  find  out  that  there 
is  a  mixture  required,  as  you  have  indicated;  yon  have  to  have  com- 
nmnity  facilities  Init  yon  also  have  to  have  trained  manpower  for  jobs 
that  will  be  available  and  that  are  related  to  job  o|)poi-tunities  that 
are  either  f)resent  or  on  the  way.  And  T  gather  that  you  tie  in  your 
industrial  develoy)ment  efforts  very  closely  with  vour  school  system. 

^Nfr.  Manlt.  Yes.  We  are  the  only  State  tliat  bv  law  has  a  diarter  to 
bring:  humnn  resonrees  and  development  tljrong:h  the  technical  educa- 
tional prog:ram  into  the  industrial  econcmiic  developmeiit  scene.  We  sit 
down  with  a  prospective  industry,  as  the  Govei-nor  has  stated,  and  we 
assuro'him  that^  we  will  find  the  people,  screen  them,  test  them,  and 
•  train  them  while  the  pla^it  is  being:  built.  They  g:o  to  Mork  and  they  are 
hig:hly  productive.  ^ 

We  frequently  call  our  technical  education  connnittee  the  committee 
for  starting:  np  in  the  black. 

The  Elg:in''^atch  Co. — we  had  a  letter  from  them  and  many  other 
companies  and  when  they  ^ere  coming:  to  South  Carolina  they  told  us 
that  the  new  plant  would  be  ready  on  a  griven  Monday.  The  trainees 
became  employi^es  on  a  Monday  morning:  at  8 :00  o'clof k.  By  their  own 
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statement,  about :] :()()  o\'Uwk  on  Tuesday,  the  followi!)^?  day,  they  were 
making:    profit ;  thev  were  in  tlie  hlaok. 

I  want  to  emphasize  that  they  .weie  i)ayin<;'tl)e  same  rate  of  pay  that 
they  liad  been  payin<r  in  El«rin,  111. 

Talso  want  it  to  emphasize  that  South  Carolimi  is  not  one  of  those 
Southern  States  that  ixjurts  runaway  |)lant.s.  We  still  believe  that  what 
is  ^(mmI  for  MiunesotA  or  Wisconsin  or  Oliio  is  <xood  foi-  South  Caro- 
lina. We  an*  lookin*:  for  e.xpiu^sion,  normal  <rrowth  in  the  southeastern 
niarket.  We  don't  want  to  create  problems  elsewhere.  We  want  to  cure 
our  own  and  hopefully  help  others  cure  theii*s. 

Senator  Ht'mmiiiky.  How^I  wish  this  story  could  be  more  fully 
proje(*te<l. 

You  know,  we  (irv  all  the  victims  of  a  cei'tain  amount  of  what  I  call 
"nu»dia  despair.''  I  hear  the  bad  news. 

And  this  offers  real  hope.  What  you  are  saying  here  about  your  rate 
of  cmploynient,  that  is  quite  ii  statistic  that  you  liave  ^i ven  us  here. 
,  Senator  Holliuirs, 

Senator  Hoij.ixcjs.  Let  me  add  two  thinp^,  and  then  T  hope  you  and 
my  (iovernor  will  excuse  me,  I  am  ^?oing  to  have  to  cat-ch  a  plane. 

Senator  HrMriniF:Y.  Yes,  indeed. 

Senator  Holijnos.  In  competing,  of  coui*se  there  should  be  two 
thin^rs  .emphasized,  one  related  to  the  bill  and  one  related  tp  you  and 
nie  us  S(M)ators.  The  one  related  to  the  bill  has  put  to  rest  for  all  time 
that  tlie  ])oor,  nide,  dull  (Hmntry  fellow  can  'never  feam  an^hin^,  and 
it  i<  wastinjr  money.  And  Mr^fanly  has  cuiphasized  in  an  eloquent 
way  tlieir  willin<^ness  to  work. 

i  will  never  for^ret  iu  El^in,  111.,  they  told  me:  ''They  will  never 
n^rlTy  learn:  Me  will  never  really  ^et  started  up."  But  the  |)()int  is: 
In  Blaine,  S.{\,  1  don't  know  whether  the  majority  of  ])eople  in  Blaine 
owned  a  wrist  watch:  that  is  how  rural  it  was,  and  how  undeveloped 
it  wa.^.  But  tliey  learned  it  in  pood  time  when  the  finest  of  a[)titudes 
and  the  finest  of  atti^jdes,  so  that  at  S  :00  o'clock  they  were  th^'  and 
by  Tuesday  the  [)lant  was  in  the  black.  So  they  can  h^ini. 

And  in  2  year-;  we  were  15  percent  over  and  above  the  productivity 
rate  of  Elj^in,  111.,  and  they  were  telling  me:  "We  liad  these  watch- 
niaker^  whose  families  ^vho  had  been  watchmakei-s  for '200  yeai-s,  since 
the  be^rinIun<r  of  the  Nation  and  they  were  si)ecial  artisans  and  every- 
thin«r  else."  And  !  said,  ''Tliat  is  fine,  but  we  can  learn  to  do  it,  too." 
And  we  have  proved  it  time  and  time  a^ain,  with  whatever  indu.stry 
yon  want  to  name. 

But  the  nuiin  thin*r  is — now  w>  get  back  to  phase  II  aiul  [)hase  III — 
is  tliat  the  country  did  not  have  a  trade  f)oiicv.  Now,  as  a  result  of 
bavin*;  a  trade  policy,  you  can  take  this  bill,  and  put  all  this  money  in 
to  rund  areas  and  this  thing  can  work.  Now,  look  anuind.  Kl^in,  111., 
has  now  gone  out  of  business;  they  are  still  making  Elgin  wat<"hes, 
but  not  in  the  tinted  States  of  America,  They  had  t-o  go  completely 
off.shore. 

Similarly,  the  tool  industry  is  headed  in  that  direction,  the'^elec- 
trf)nics  industry,  the  radio  industry^  tlie  automobile  iildustry,  and 
many  others. 

Senator  I  Ii  mpuhky.  You  a  re  talking  to  a  man  that  uiidei-stands  that. 
Senator  Il(u.ux<;s.  You  un(lA:^tand  wliat  I  am  talking  about. 
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So  tliftt  is  tho  itmI  crux  of  tlift  tliin^LT.  I  lioar  some  of  onr  collcn^nio* 
on  tl)o  floor  <'rvin<r  i)rot(M*tionisn).  It  is  just  <roo{l  cominoii  soiiso  tliat 
you  have  frot  to  l)o  ahlo  to  <r\y(^  tiiat  oppoi'timit y  and  tljen  !)(»  al)lt»  to 
protortlt  ~  not  unduly,  hut  wIumi  on  tiu»  otluT  luind  it  is  Inun^^  unduly 
car-riod  ov(M-s<»Ms.  horjiusc  we  just  couldn't  (•r)ni|)(»t('  \vith  the  wa^^.  ,'jit(»s 
.iind  tlu»  (Conditions  and  tlu»  oth(»r  cartel  >vst(»nis,  and  tlu»  hankiii^r 
practices,  you  ini<rlit  as  well  just  not  start  your  rural  i)m;rrain. 

So,  1  want  to  ur^rc  you  and  (M-(»ryl)o<ly/ on  this  10  jx^rccut  trade 
policy,  IctV  <r(»r  a  trado  policy  out  of  tho  (\)n*rr('ss  so  that  wo  vvoiTt 
oxpoi-t  tlu>of)f)ortunities  \vc  arc  ta lkin<r  alH)Ml . 

Senator  Hi  mpmrkv.  Thp  intcrostin<r  tiling  is  that  aft^r  they  move 
these  plants  and  th(»  ^roods^t'orne  back,  they  don't  secMu'tol^j^^an  v  chea]H»r 
jto  the  consumer.  We.im[>^rt, Italian  ^hoes,  and  w(>  nialxe  shoes  in  Still- 
water and  Hed  Wi])<r,  Minn.,  arul  you  doo'r  sa\'(»  one  dime  bv  huN  iuir 
them  fmm  Italy,  as  far  as  the  consumer  is  con(»ern(Ml.  f  don't  kno\\\ 
wlio  is  <rettin<r  the  f)rofit  in  between. 

And  the  same  tliintr  is  true  (if  i  hat  watcli. 

Senator  II(>rxiN(;s.  P'xnctly.  For  :>  y(»ars  tliat  wholo  thirn;  was 
worked  out,  e\'(»rythin<r  was  ^uccessfid,  and  we  wer(*  even  outpro(1jH[.cin^ 
El<rin,  111.,  ])ut  after  r»  years  tlicy  were  ^^om'i  they  couhbTt  (M)'mj)ete' 
anywher-e  in  the  rnit(»d  jStates.    *    ^  '  ' 

ScMiator  I  IrMi»Hiu:Y.  JJook  tit  the  electronics  indust-ry.  Tak(»  yrtnr  TV, 
I  think  that  there  are  onlv  one  or  two  madejn  the  T'nited  States. 

Senator  Horj;rx(;s.  Ivadio  ai)f)lianc(»s.  t^|f?;ters,  aHaro  ^^oin^r  "over-si'as. 

Mr.  Ar.WF.v.  This  is  a  \ cry  ba-^ic  i)oinr.  tXnotlicr  thin;:  tint  W(v  ha\;e 
found  in  the  tecluii(|U(^ of  traininir  p(»op1e  is  tliat  we  have  instilled  ixi 
tluMua  sens(M)f  f)ride  and  sel f  respect,  we  v^iy  car(^»fully  and  |)ur])OSelv 
infused  into  them  an  nnderstandirj*:  ()f  t^ie  C()m'fH*fitiv(»  enter])ri.^(»  svs- 
tem  and  the  need  for  makinir  a  profit,  and  e\])lainfd  to  them  how  this 
ciUnuM-ts  up  witli  <r()od  workmiuishiy^nd  efficiency  in  tlie  factory  on  the 
line  and  on  the  job. 

Now,  if  theie  is  a  snl\'ntion  for  the  future  of  this  country  from  the 
standf)oint  of  (economics    and  T  lionc^stly  believe  from  tlie  standf)oint 
of  Itasic  fre(»(lom    the  American  worldn<r  i)e()ple  must  face  u\)  to  tlie 
need  for  increasc^l  productivity  if         exfxv^t  incr(vase(l  rewards.  And 
j»  I  dou>  care  where  you       :  Xortliea.sf.  Soutliwest;  there  is  no  e.seape 

from  that,  f  f  tlfe  entrepreneur  (•aTuu)t  ^rct  those  efficien(ues  that  are 
re(misite  in  th(»  form  of  manufacturing;  and  marketin<r,  he  is  not  (roin^ 
^^^^     to  l)e  able  to  complete;  it  doesn't  matter  whether  you  are  talkin^r  alvnit 
^^""•^N^lonu^sticallv  or  internationally. 

\  I  think  that  mc  have  in  our  State  shown  that  we  have  found  tv  way. 
We.rank  fifth  in  f()rei(rn  investment,  and  we  have  ilnore  \Wst  German 
car)ital  invested  in  South  Carolina  than  any  placo-iii  the  world  outside 
of  \Vest  (rormany.  One  of  the  reasons  fortius  is: 

We  cwn  tak(»  former  cotton  pi<^ker?i  juul  .soy  hojm  pickers,  aw  we  did  recerUly  in 
one  plant,  and  .start  out  and  t(Mieh  the  metrie  sy.steni  first.  Imm^jhi.sc  t!u'  (Jcrinjin 
bhieprint.s  are  in  inetri<^s.  And  tiien  we  ^tn rt  tliern  in  the  Im^'w  training?  to  l*^:nn 
how  to  cut  nnd  shMi>e  metal  and  tnrn  ont  a  ij^-iw.ooo  inn  chine  that  cjin  hv  sold  all 
over  the  world  ami  will  Ix^  .sold,  thronffh  the  Port  of  Charleston,  internationally. 
Thi.s  is  the  ans\v(»r,  really.  We  have  ^rot  to  have  a  ^rood  trade»jK>liey. 

^^nt  the  Americjjn  workers  liave  ^rot  to  l)e  C(|uii)f)(Ml  to  [)roduce 
(M)m  petit  ively. 

^  Senator  ni'MPHKEV.  I  am  ^^oinir'to  ask  the  stalF  t()  send  a  (N)i)y  of 
Governor  West  s  testimoiiy  to  every  member  of  this  conunittee,*  not 
fust  tlie  snWommittee,  No.  1. 
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And  No.  2,  Mr.  Manly,  I  want  yonr  to.stinu)ny  ex<'or|)to(l  in  toi  ins  of 
what  you  have  done  M  itli  tht^e  trade  sc  hools,  and  tlie  oxperjenoe  which 
mi  have  fjiven  to  us,  and  have  that  miineo^niphed.  I  want  everv  niein- 
ber  ()f  tiii.s  committee  to  jret  a  conv  of  it.  You  came  liere  to  testify  and 
this  is  .so'fro(Hlthat  I  think  it  will  be  very  im|M-essive  to  our  comniittec?. 

Mr»  Manly.  Thank  yon  very  much.  . 

Senator  HrMiMiKKY. -Now, \v(»  liave  my  friend  fiivwis  J.  .lohnson— 
and  I  anudeli^dited  to  have  thi.s  woiiderful  citiy.en  —president  of  the 
Arkansas  Farmei-s  Union,  and  chairma;i  of  the  board  of  KnniUrrban 
Development  'Ass<KMation,  t(r  notify.  And  lie  has  been  a  most  patient 
frenfk»man.  .  '  ^ 

Jiut  I  am  ])leus(»d  that  y^)n  waite/1  becauK<»  you  have  hea-r-d  some  of 
the  testimony,  and'l  thought  yoii  mifrht  want  to  make  some  statement. 

STATEMENT  OF  LEWIS  J.  JOHNSON;  PRESIDENT,  ARKANSAS  ^RM- 
ERS  UNION,  LITTLE  ROCK,  ARK.,  AND  CHAIRMAN  OF  THE  BOARD, 
RURAL-URBAN  DEVELOPMENT  ASSOCIATION 

Mr.  JonNsov.  Thank  you", Mr.  Uhairnuni. 

I  would  love  to  orive  a  co[)y  of  my  statement  for  the  nM-ord  jind  f 
will/jusi"  bi-ietty  cover  a  few  thin^^<. 

Fii-st,  let  m(»  do  awav  with  a  few  Jiiceties  that  1  wnnt  to^<^av.  I  am 
so*  deli^rhted  that  you,  \\x.  IIuin[)hrey,  are  back  in  ^rovermnetit.  A  lot 
of  US,  of  eoui-se,  wanted  you  over  in  a  ditferent  place  in  fro\'ernm(»nt^, 
but  we  an»  still  delighted  to  hav(»  you  Jieiv,  since  we  di<brt  <rct  \(mi 
theiv. 

Seiiator  Hi'Mi^nitKV.  Thank  you  vervuiuch. 

Afr.  JoKXsov.  1  havT  stated  before  that  haVin*?  you  btick  in  the  Scn> 
ate,  as  far  as  the  fjtrmei-s  are  concerned  is  just  like  havincf  moncv  in' 
the  bank.  •  *  * 

Senator^Ih'MeiiHKv.  AVe  hoi)e  we  can  ^^e(  a  litth*  money  in  the  bittik 
for  those  fai  iners.  '  „ 

f|oHNsov.  I  (lo  want  to  let  you  know  how  nmch  we/aiipreciate 
your  bein^  back.  , 

And  thank  you  for  the  o])portLyirity  to  sav  a  few  words  about  thi.«;* 
Semite  bill  -I'ltW.  Just  let  nu^^.say  first :  We  are  for  it. 

Second,  I  warit  to  (»f)mp1in\ent  you  on  retainin^r  Mr.  ftaker  as  your 
consultant.  In  my  own  opinion  he  is  one  of  the  In^t  rural  x»co*nomists' 
in  the  country.  "  '^'^ 

Senator  nr.MPmtKY.  AV(»  (h)n*t  have  t(K)  many  of  them,  do  we  ^ 

Mr.  JoTivsov.  Kot  rural  economists:  we  sure  (hurt,-  ^ 

Sena^t/)rTlrMi>MKKY.  That  is  i'i<rht/AVe  ha  vcImmmi  talking  al)ont  that'. 

y\x.  JoiiNsox.  And  Tfind  that  it  is    W(>11,  I  (h)n*t  want  to  bra^  on' 
Arkansas:  I  don-Y  have"thnt  much  time,  but  South  Carolina  doesn't 
have  all  the  *ro<)dies.  Seme  15  or  \\\  yeai-s  a<ro  we  built  some  trade' 
.schools  and  wt^  .set  up  a  water  poll utionl.com mission,  the  Arkansas 
Industrial  Conmiission.  .  - 

Now,  i-eidly,  we  poor-niouth  a  lot,  buf  we  are  not  that  |)ortr  any 
more.  We  just  ^ot  thrQU*:h,  thanks  to  .Confrres.s  and  our  ion^^-timc 
friend  liei-e,  developing?  one  of. the  biggest  waterways  and  t]\e  largest 
-waterv\-ays  in  the  world  in  tlie  Arkansas  River.  An'dN)f  c/)U!-se  we  let 
Oklahoma  share'in  that  development  a  little  l)e(^aus(»  they  are  good 
neighbors.  So yousee  we  KavebwMi  moving.  ,.■  \ 
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And  our  industries  tiuit  have  come  inf  ^ave  come, in  clean.  We  rank><^ 
Nov?)  I  believe,  in  good,  clefru,  cool  water  ui  the  Nation.  We  rank  ^o. 
5,  I  think,  in  tourists  and  himtinjr  and  fishing  licenses  in  the  Nation, 
^  So,Tvehaveeotttlot6f  thirigstobe  ()rondof.  . 
h   liBt,neveT*heless,tliereai-eafewthm^we8tillneed.  ^       .     ,  , 

Senator  Ht'MPiiRKY.  S])eakin^r  of  your  tounsm.  th^e  mgomg  to  be 
a  good  deal  niope  reqi^ation  jiow  that  ydu  have  the  Arkansas  Kiver  . 
•  (fe  velopment,  isn't  there  ?  ,^«    .n.  li.  i 

MV  Johnson.  Certainly.  In  1970  we^hdd  17.6  million  people  travel- 
in^  in  Arkansas  from  o«t'  of  State.  The  State  collected  $105  million  in 
taxes  and  the  local  people  collected  $12  million Vm  taxes  The  tourists 
tniveled  billion  miles  in  ^1970'.  And  nervices  related  tx^  businesses  tor 
touf  ists  and  recreation  employ  over  4jr,000  people,  whicli  11,300  firms 
are  participating,  like  service  stations,  motds,  places  like  that     J>  _ 

♦IVe  are  showing  a  lO.-percent  gain  each  year  lu  tourists  JSow,  i 
wanted  to  bring  that  out  becj^use  after  all  this  i)articular  bill  you  . 
have  here,  we  don't  want  to  leave  out  the  reci'eation  facilities  and  those 

tirnigs.  ,  ,     ^       \    *       V  i.- 

Senator  HrMruRFA.^We  hdve  included  that  as  part  of  ourlisting. 
Arr  Johnson.  That  is  one  of  the  gretit  tilings  in  Arkansas. 
\ow  we  in  Arkansas  have  over  a  billion  dollar  income  from  farm 
income'  We  have  over  a  biUlon  dollars  from'  industry.  We  have  a 
billion  doliar  economy  now.  divei-mfie<l  economy.  We  are  not  proud 
witli  our  achievement.  We  are  pleasbd  that  we  have  gone  as  tar  as  we 
have  We  have  made  a  lot  of  strid%.  Wejiave  made  a  lot  of  t hem- 
since  the  days.  Seuatoi*,  wl^en  wV  u.^ittoJ«i  v(>  an  old  coon  dog  when  I 
was  a  boy  and  we  coop  hnnfed.in  the  winter  to  help  supplement  our 
income  f  rojn  cotton,  because  cotton  was  worth  5  cents^  pound  in  those 
davs  and  coon  hides  were  worth  a])out  $5,  so  a  bale  of  cotton  wonid 
tret  von  $25,  and  if  we  could  catch  five  coons  on  a  winter  night  thev 
wmild  be  woith  $2.1-  So  a  cx)on  dog  was  a  great  source  of  incx)me  back 
-  on  the  farm  in  Arkansas  w'hen  I  was  a  boy^  .  u  j  * 

Riit  the  fur  isn't  w^orth  that  much  anv  more,  and  we  have  had  to 
turn  tO' other  programs.  And  T  have  been  working  with  rural  people 
for      years.  What  little  T  know  I  got  most  of  it  from  Mr.  Baker. 
S^iatorHrMFHREY.  We  think  the  world  of  him. 
Mr  aonvsoN.  But  I  do  want  to  sav  this:  We  do  need  better  prices 
for  our  farm  families.  We  need  a  diffei-ent  concept  of  parity,  and  it 
ouirht'-to  be  based  on  the'cost  of  production.  Labor  has  it  on  the  cx)st  ot  , 
consumer  prices.  All  of  industrv  has  it  on  thoir  cost  of  ])roduction  and 
their  prices  are  based  on  it.  Tli'e  fanners'  price  is  based  on  something 
that  has  got  nothing  to  do  with  production  and  it  isn't  right  ai\d  it 
never  has  been  right.  ^  -  ,   .        i  • 

Now,  T  don't  want  to  bring  the  Civil  War  up,  but  you -know,  since 
'  the  Civil  War  the  South  has  never  been  treate<l  right.  ■  . 

Senator  Humfhret.  And  by  the  way,  they  didn't  do  too  good  with 
the  5liddle  West,  ^her. 

Mr.  JoHXSON.  We  have  al  ways  got  the  bftd  end .  . 
After  all,  there  are  a  lot  of  good  things  in  this  country.  Things  are, 
so  much  better  than  thev  used  to  be.  We  have  got  a  lot  of  things  to  be  ^ 
'proud  of.  We  have  gr)t  a  great  country,  a  great  people.  But  actually 
there  are  a  few  things  that  we  need  to  do. 
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^  The  Farmers  Homo  Administration  has  done  a  tremendous  job.  I 
listened  this  nwning  us  6ur  h\ff  financiers  talked  about  the  Farmers 
Home  Administration.  Lhave  rtever  heatd  whej-e  those  people  had  Any 
kind  of  nirar  development  projrram,  have  you?  I  hope  you  dont  let 
tjieni  mess  witli  your  bill  too  much. '      ^  » 

Senator  HjL  mphrey.  I  don't  think  you  need  to  worry.  ^ 

^^Tr.  JoHNsox.  I  just  wanted  to  tell  you  thnt.  These  peo^ile  oonie  alon^ 
and  ^et  the  ^ravy  after  tlie  work  has  been  done.  We  put  it  in  shape  to 
wh^re  it  cau  produce  and  wliere  they  can  sell  bonds  and  then  the  ^ood 
bonds  they  don*t  let  tlie  little  people  have  them ;  tliey  let  some  of  their 
preferential  friends  hiive  them. 

•  Now,  I  want  to  bring  this  up.  I  hope  you  fix  it  in  this  bill  to  where 
the  bond  that  you, sell  will  be  tax  deductible  like,  municipal  bonds.  That 
is  very  imp(5rtant.  That  has  becyi  a  tremendous  help,  as  you  kno^,  to 
our  municipalities. 

Well,  let  me  hurry  along  to  say  this  is  a  good  bill.  It  won't  solv§  all 
the  probl,ems,  but  it  will  be  a  big  step  forward.  And  what  you  need  to 
«  change  about  it  later  on,  after  some  experience  we  can  change  it. 

Npw,  I -hope  vou  put  in  this  bill  about  our  trade  schools.  Now,  Mr. 
Manly — and  I  like  South  Carolina— but  we  had  our  program  long 
before  Mr.  Kockefeller  ii)vited  Mr.  Manley  to  Arkansas.  We  liad  10 
trade  schools  already  buflt  before  he  got  there  -and  three  more  on  the 
drawing  bojtrd.  I  served  on  that  committee  all  the  way  through.  I 
served^  on  the  pollution  committee,  which  is  16  years  old.  I  served  14 
years  on  that. 

So,  we  haxl  our  trade  schools,  our  industrial  cx)mmi^ion,  our  pollu- 
tion commission — and  we  have  one  of  the  finest  in  the  Nation — set  up 
long  before  Mr.  Rockefeller  brought  in  Mr.  Manly.  Now,  we  are  proud 
of  what  they  are  doing  in  South  Carolina,  but  Mr.  Manly  didn't  bring 
«  it  to  Arkfvnsas.  We  were  going  along  before  he  got  there. 

Now,  if  you  are  going  to  give  away  some  money  for  pilot  programs 
you  reniember  this  in  Arkansas.  WeTiave  gi^  more  good  people  in  the 
jobs  oh'^Federal  programs  in  Ark;ansas  than  anywhere  else  in  the  coun- 
try, whether  it  was  REA's  first  establishment,  or  soil  conservation's 
•  first  ^tablishment ;  we  have  been  first. 

So,  if  you  want  a  pilot  project,  don't  forget  Arkans{<s.  You  come  on 
down  there  with  it  and  we  will  do  you  a  bang-up  jfob. 
"'Now,  Mr^Ohairman—  ,  , 

Senator  IlrMPHRKY.  I  hav^/ti^Sme^age. 

Mr.  Johnson.  I  know  you,  Mr.  Chairman,  and  I  not  only  respect 
and  admire  you,  but  I  think  you  are  one  of  the  great  Americans  of 
our  time. 

'>Let  me  go  aliead,  then,  tojsay  this :  , 

In  yoi^r  tiiide  schools  let's  have  this  bill  ^o  that  the  people  can  participate  in 
these  grants  and  these  loans.  Now,  don't  yoii  let  nobody  tallc  yon  ou^:  of  putting 
in  plenty  of  pmint  money.  Those  boys  said  this  morning  :  it  i.s  not  feasible' for  a 
little  city  of  no  to  have  a  sewage  system  and  water  system ;  that  is  why  the  boys 
and  girls  left  there,  because  they  got  tired  of  that  outside  toilet.  Why  can't  we 
build  the  facilities  there  large  enough  for  SOCT,  and  make  room  for  them  to  come 
back  and  have  a  decent  home  and  a  modem  home,  and  bring  in  industry  and  it 
will  come  back? 

Mr.  Ghairman,  we  can  drive  50  miles  now  to  work.  We  don't  havr 
to  Jiave  industry  in  every  little  community.  You  put  it  withm  ^0  miles 
of  us  and  we  will  get  there, 
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I  know,  by  th^  \\i\\\A\\nt  yon  will  liko  this.  Down  wifhin  a  half  li 
mile  of  wlu*i*e  I  was  l)orii  the  boys  built  a  |»\ik  and  iiamed  it  "Ked\ 
Jackson  Park,"  and  dedicated  it  to  me  the  otlicr  day  and  I  was  very 
^pleased.  And  we  have  the  railroad  that  furnished  tiie  20  acres  ri^lit 
beside  it.  It  is  the  only  steam  engine  locomotive  left  in  the  conntrv 
and  they  haul  oil  fi-om  Wat(M'loo,  i^S  miles  down  to  the  Missouri- 
Pacific  t  nicks. 

>U)W,  they  put  on  a  j)assen^er  coach,  and  thev  nm  a  tourist  excui-sion 
ancTthev  built  this  beatitiful  park  and  liamed  It  in  my  honor.  Now,  the 
railroad  people  ^ot  so  carriod  away  with  it  that  they  have  set -aside 
.        acres  of  land  adjoining  it,  ancf  they  are  jroin^  to  build     motel,  ^ 
a  swinnuin^  pool  and  a  «roIf  coui'se,  tourists  attnictions. 

Now\  that  was  l)rou^ht  about  by  a  bunch  of  "^Cireen  Thumbers"* 
(loin^  the  work  of  l)uilding  thisi  park.  Now,  don't  leave  tliese  pecjfjje 
^  o\it  of  this  i)ro^ram.  They  have  ^ot  to  liave  a  place.  You  don't  have 
to  have  industry  in  every  ai-(i;a  to  redevelop  rural  Arkansas  l)ut  let's 
have  some  jobs  out  there,  and  let's  build  recreation  amis  for  the  people 
to  come  in.  *  " 

And  our  oldei*  peoj)le  hav(^  got  to  liave  a  sham  in  it.  I  just  wanted 
tp  mention  that  to  you;  be  sure  and  see  that  they  don't  ^et  left  out. 

Senator  llr.MPHKKV.  I  think  that  the  lanjrua^e  fliat  is  in  the  bill 
presently,  would  include  recreational  development. 

Isn't  that  ri^ht,  John  { 

Mr.  B.VKKK.  Kif^lit. 
t  Seiiatorlli'MiMiKKY.  We  listed  that  as  one  of  the  improvements  that 
we  felt  ou^lit  to  beenipliasrzed. 

And  you  aiv  so  right  ;  this  offei^  not  only  a  better  quality  of  life, 
but  ft  is  bcvoming  an  income-producing  property,  as  vvc  know, 

Mr«  Johnson.  Well,  Mr.  Chairman,  1  tell  you,  I  don't  care  how 
much  you  talk,  you  have  got  to  have  money  in  tliese  rural  areas.  In 
some  of  them  it  won't  be  industry,  but  it  wiil  be  work  jobs. 

In,  Ari<ansas  we  are  foitunate.  We  have  the  Ouacliita  Mountain 
Range,  Boston  Mountain  Ran^e,  and  part  of  the  Ozark  Mountain 
Range.  If  yon  need  one  thing:  it  is  more  and  better  recreation  facilities 
for  the  jreiieral  public  and  rf  is  sort  of  foolish,  sihee  we  own  that  Ittnd, 
that  we  don't  developjt.  It  is  a  great  investment  in  the  futui-e  of  this 
' country. 

Now,  I  am  sum  that  there  w^ill  be  a  lot  of  tilings  that  will  come  up 
later  on  that  you  may  need  to  change  some.  I  found  one  of  tlie  best 
statements  that  t  had  lead  dn  rural  development  was  ])ut  out  by  ^V.  C. 
Motes,  who  is  Dii-ector  of  the  pjconomic  Development  Division,  U.S. 
Department  of  Agriculture^.  Now,  lie  sets  out  in  no  uncertain  terms 
the  cold-blooded  facts  of  life,  aod  this  strategy  that  you  are  going  to 
have  to  use  in  this  development,  and.it^deals  with  everything;  with 
all  of  yoiii'  facilities,  with  the  people, and  everything  that  you  are 
confronted  with.  )  * 

Mr.  Chaii  man,  I  would  like  to  put  that  in  the  record.* 
Senator  HrM:riinJ:Y.  We  surely  want  it  in  the  record. 
Mr.  .roHNSox.  It  surely  is  a  great  statement.      ^  ^ 
Senator  Humphrey.  I  want  to  put  it  in  the  record  and  I  want  to  be 
sure  that  I  have    special  copy  of  this  on  my  desk.  Will  you  see  that 
we  get  a  xerox  of  it?  We  will  indeed  put  that  in  the  record. 
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ItUHAf.  J)EVELOPMKNT:%:k'ONOMIC  <*linEUIA  VOll  AhBKHHME.NT  Of  OUTCOME,  AM)  fOB 

REHEAlltll  INITTS 

(\V.  C:  Motes'^.) 

♦\V.  i\  Motr«  In  Dtroctor  of  the  Kcoiiomic  l)#;vi.lopm«*nt  lAvMuu,  KH^^. 
AirrkM  it  ir«'.  ThlJi  paper  U  propnreU  for  delivery  before  the  Kura    SoHo  op  cul  Society, 
lllnvi^r^^^^  Miizwt  21,  U*71   The  vlevv«  ure  tho«e  of  tUr  author  au.l  «hould  not  he 

toUtttrm»dfartV**preHentluK  Departmental  policy. 

'  '  •  It  iMiH  ne\''er  been  the  purpose  of  the  American  iK'ople  simply  to  k'et  hy.  We  have 
purposed  fri-lntt  thin«H  ifnd  we  have  achieved  many.  Hut  great  efforts  cjin  and  do 
lead  to  ffreat  disasters.  He  who  would  make  no  little  plans  must  expect  to  make 
no  small  mistnUeH. '  '  .  .  „    ^  ,  . 

--I),  IV  Moyniharf,  Report  of  the  National  (loftls  ll<»scarch  Staff,  July  1970. 
It  iH  fashionable  aifid  perhaiw  even  prudent  when  addressiuK  learned  H(K*ietleR« 
(or  at  least  Kroui>s  of  ei'onomists)  to  dej)lore  the  assignwl  topi^  As  I  understund 
the  procedure,  one  first  finds  fuiidametital  fault  with  the  assiKument  and  then 
arjiue^  that  he  has  no  choice  hut  to  proceed.  In  a  «omewlmt  different  <lirection. 
This  is  not  my  intention,  I  am  i)rea«e<l  witli  the  approrft'h  implied  hy  tfhe  asslKued 
topics  Xlie  topic  h?;  of  course,  t(K)  larKc  to  cover  here.  But  I  believe  it  is  one  that 
iH  hiKhly  ai)pr()prlate  for  social  scientlstH  to  consider  (ami  I  include  economists 
ill  that  Kroiip). 

I  want  to  talk  first  about  rural  development,  what  it  is  and  isn  t ;  about  a  «en- 
erallzeil  <*onc<»pt  of  criteria  and  Koals;  al)out  the' assessment  and  evaluation  of 
rural  development ;  and  about  my  biases  toward  priority  research. 

UUUAL  DEVEU)l»MENT — THE  CONXKPT 

It  is  also  fashionable  to  say  that  niraLdevelopment  <*jimiot  be  specifically  or 
ade<puitely  defined.  To  some  exhmt,  this  is  true  btH*ause  ft  means  different  thinRS 
to  different  people,  and  to  the  same  j)eople,  sometimes,  in  different  circumstances. 
Still,  we  can  say  (luite  a  few  tliiuffs  about  if. 

1.  Rural  development  is  the  process  of  improving,  the  use  of  Available  re- 
sources— human,  economic,  and  natural  resources  to  fulfill  human  wants  and 
needs.  Tlii«  includes  resources*  not  no\v^)resei»t  in  Im-al  areas,  especially  cai)ital 
and  labor.  Reduction  of  <'urrent  and  future  human  problems  Is  tlie  reason  and 
justification.  Income  transfers  technical  assLstaaCe,  planning  and  researcii  are 
the  tools.  ^  * 

2.  Uural  development  includes  economic  development  hut  it  is  much  more.  A 
basic  element;  of  rural  development  is  the  creation  of  jobs  in  rural  areas.  Thus, 
economic  development  is  importiint  as-  it  crea-tes  jobsWml  raises  Income,  thereby 
permitting  people  a  higher  standard  of  living  ant\  wiVler  options  for  themselves 

^and  their  children.  But,  it  is  perfectly  conceivable  tfiat  economic  development 
-   may,,reduce  the  number  of  jobs  in  some  lo(*al  areas,  tfiough  still  leading  to  higher 
incomes  and /or  Iw^tter  sen* ices  for  |)e<)ple  who  onct/lived  in  these  areas. 

3.  Rural  d(»veloi)ment  means  those  pr(K*esses  Whereby  communities  adjust  to  ^ 
their  opportunities  or  to  their  lack  of  opportunities.  <\)aimunities  are'sald  to  be 
developing  if  tliey  adjust  in  a  manner  that  i)ermits  their  citizens  to  improve  their 

^  incomes  aftd  (M)nd4tions  of  life  even^jiven  very  restrictive  constraints. 

This  means  facing  tiie  fact  that  some  residents  of  some  local  communities  must 
seek  opportunities  elsewhere.  A  major  concern  is  that  .tli4is(»  who  leave  be 
e<iuU)ped  to  succetnl,  and  that  the  transition  minimize  the  hardship  for  the  people 
in^ved.  "  ^ 

Perhaps  just  as  important  although  often  forgotten  is  the  concern  that  those 
who  remain  in  cotnpi unities  that  are  adjusting  to  a  static  or  perhaps  even  declin- 
ing economic  base  must  be  able  to  afford  the  basic  amenities  of  life  for  them- 
selves and  for  their  children.  This  concept  is  not  always  includwl  in  definitions 
of  rural  development,  l)Ut  it  is  basic  to  a  realistic  persi)ective  of  the  development 
process. 

4.  Tlie  rural  development  process  is  costly  in  effort  and  in  dollars.  It  always 
fa<*ca  important  constraints  ip' tenns  of  limited  resources  ^Ind  non-complementary 
goals  as  it  is  undertaken  in  specific  areas. 

Rural  development  implies  delineation  of  an  area  and  identification  of  the 
economic,  SQcial  ami  cultural  characteristics  and  feoals  dT  the  population  and  the 
organization  of  all  resources  of  the  area. 
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5.  Why  Rural  Dcvcloimicnt  and  not  just  "(level oimient  ?"  "Rurnl  development 
is  a  topic  of  siKM'inl  ('oncern  because' of  ap(K*ial  rural  problems, 'just  as  url)an  de- 
velopment is  also  a  sixs'ial  topic.  The  justitt«ition  of  breaking  the  topleinto  rural 
and  urban  i)arts  deiH'nds  on  the  indeiK«ndence  of  the  problems— an  uncertain 
justlfieiition  because^ the  problems  are  mittonal,  closely  linked  problems.  TIm? 
problem.^  and  the  approaches  are  treated  seiwirately  bmiuse  they  are  Romewimt 
different  from  jiirban  i>roblems  and  separated  they  apix^ir  to  be  more  manap^eable. 

Develoinnent  pro(*t»HH<»H'  are  ubl(iuitO!is  and  ix»rsistent  and  their  Imi^cts  are 
undirwted  reactions  In  terms  of  I(K*nl  resour^use  to  national  and  local  <»conomic 
and  social  trends.  Kural  development  as  an  Ideal,  a  policy,  or  a  prognim  ne<'es- 
sarlly  Includes  the  invocation  of  strateffies  designed  to  take  advantai^e  of  the 
onKolnR  processes  including  econcmilc  and  social  inten'ehtion  to  focus  and  change 
processes  in  a  manner  advfintag(M)Us  relative  to  development  goals.  This  generic 
definition  of  rural  development  pnwides  the  iK»rsiK»ctlve  for  the  aiieeiftcatlon  of 
rural  development  strat<»gies. 


GOALS  FOB  DEVKLOPMK^T  ^ 

In  operation,  any  rural  development  strategy  Implies  certain  development 
goals,  but  I  do  not  know  Hi)ecirtcally  how  th(»y  are  determined — nor  do  I^ecsl  to. 
In  fact,  discussions  of  goals  make  me  uncomfortable  because  they  involve  norma- 
tivr  absolutes  that  (a)  are  not  stable  over  time,  (b)  mean  different  things  to 
different  i)eople,  and  fc)  are  frequently  conflicting'  Discussions  of  goals  lead  to 
traps  called  *'oi)tima  ;"  "maxima."  /  • 

<Joals  describe  where  We  want  to  be;  processes  lyid  strategies  oon^eitThow  we 
are  to  get  there;  and  criteria  concern  measures  of  effeetlveness  of  strategies. 

It  Is  the  proper  function  of  politicians,  policymakers,  and7)ther  value  oriented 
I>hlloi<oi)hers  to  describe  goals.  <ioal  definition  pret^umes  broad  areas  o(  agrw*- 
ment  ( a^i)roductive  and  re>var(llng  job  for  each  worker;  quality  education  for 
all;  adequate  housing  for  all  families,  etc.).  ,Thls  is  an  overstatement,  but  more 
true  ttian  false. 

But,  there  are  wide  areas  of  disagreement  on  the  strategies  of  achieving  the 
goals.  First  »of  all,  there  are  many  and  obviously  none  is  best  in  all  respects. 
Second,  goals  frequently  overlay  eacji  other  and  the  choice  of  a  strategy  with/mt 
the. friction  this  imi)ltes  Is  difficult.  For  exami)le,  efliicieacy  is  a  goal,  and  so  is 
human  equity,  The  choice  of  a  strategy  that  retains  lncentivt»B  for  efllciency  and 
distributes  the  returns  from  production  on  an  equitable  basis'is  always  a  difllcult 
one.  ♦  ^ 

To  facilitate  choices  among  strategies,  we  depend  on  sets  of  criteria  that  tell 
us  something  abcmt  whether  or  not  we  are  moving  in  the  direction  Implied  in  the 
statements  of  goals.  We  need  criteria  to  tell  us  (without  judging  wheth(»r  or 
not  one  goal  Is  better),  whether  or  not  two  goals  are  consistent  or  exclusive  or 
have  an  Interaction  somewhere  In  betwe(»n, 

I  dt>  not  mean  to,  imply  any  special  us  of  the  term  "criteria,"  and  I  do  not  mean 
to  focus  these  measures  pn  the  goals,  (loals  may  be  taken  as  given  (at  least  In 
short  run  circumstances)  and  the  goals  suggest  their  own  criteria  as  measures  of 
=^«'!n*W<t»ness  of  strategics. 

This  allows  i^s  to  get  to  the  tough  i>roblemR;  tlie  disagreements  about  trade- 
offs. (*hanges  In  one  direction  frequently  must  be  traded  off  for  changes  in  aii^ 
other  because  there  are  never  enough  resources  to  ^ffect  all  of  the  changes  that 
everyone  would  like  to  see — and  some  are  contradictory.  . 

Thus,  a  strategy  of  development  Is  more  effective  as'  It  brings  together  more 
rathep  than  fewer  of  the  preferred  kinds  of  changes.  Assuming  something  about 
prlorltl^s,  conclusions  can  be  made  that  one  process;  one  approach,' one  program  ; 
one  strategy  Is^ better  than  another.  These  crude  tools  are  the  best  economists 
have.  They  provide  partially  objective  measures  that  (at  least)  allow  the  same 
analyst  to  make  the  same  conclusions  In  the  same  circumstances  twice  in  a  row — 
a  rule  of  thumb  I  judge  to  he  some  measure  of  objectivity  If  not  an  entirely 
satisfactory  one.  / 
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There  Is  little  »ew  wid  m)tian«  myaterlouH  In  the  use  of  criteria  In  thl^  way. 
The  list  of  criteria  can  btnrifaiiat-iiiflnlte.  Many  are  closely  related  ^arts  of 
community  character  1st Ics.  A.s  examples,  I  list  the  f(>llo>ving> 
More  and  better  Indust^.  "         Increase  .population  If  vel  and  rate  of 

Uettt»r  Hervices.  Krowth. 

Better  rural-urban  balance.  In<T<»aHe  (decreasti.')  population  dens- ^  , 

Reduce  outmlgratl on.  ity.  .  .  ,,  » 

lie-source  conaervatlon  and  protection.  IncrcuMc  variety  of  choice,  availably  to 
Ue<luce  poverty.   .     ,  P<'<)plc. 
Find  jobs  for  redundant  labor.  *     Incn  aMe  privacy. 

Halne  Income  level  and  rate  of  Increase.   Indlvhlual  equality. 

Improve  Income  distribution  and  sta-  Inipr()v<»  Hcnw  f)f  community,  demo-  / 

l,lllty.  ^  ,  cratic  participation. 

UalHc  level  and  stability  of  employ^  .  \ 

nient.  .  \ 

There  is  one  fundamental  criterlou-for  evaluation  of  any  development  activity  : 
IIow  well  does  It  work.  If  at  all?  For  example,  there  Is  considerable  disajrreement 
on  whether, (Ir  not  the  afcrlcuitural  commodity  proi,nrams,  forest  management 
programs,  BoTl  couBervatliwi  programs,  and  many  other  prograps  have  either 
direct  or  significant  effectsVn  rural  development  To  some  extent,  many  of  these  *  ^ 
programs  are  part  of  the  present  niral  development  strategy'.  Their  relative 
efffctlveness  remains  a  matter  of  considerable  conjecture  la rgel 3^ because  careful 
and  critical  screening  of  their  Impacts  according  to  whatever  agreed  on  criteria 
are  necessar/  to  evaluate  rural  development  programs  has  not  been  necessary 
to  justify  the  budgets  and  costs  of  these  programs. 

nUQAL  DEVELOPMENT  STUATEOIES 

Any  rural  development  -program  Involves  Intervention  Into  the  economic  and 
flwMal  processes  of  rural  communities.  Strategies  of  Intervention  that  are  avail- 
able fall  roughlv  Into  one  or  more  of  five  categories— singly  or  In  comblni^tlon : 
U)  An  Impll^'or  explicit  Uiissez  faire  strategy  of  letting  national  trends  antj 
local  developments  work  themselves  out;  (2)  a  dlspjprsal  strategy  of  attempting 
to  Inspire  development  evenly  across  sparsely  settled  areas;  (3)  a  growth  node  • 
approach  of  picking  "natural"  centers  ot  activity  and  trying  to  speed  up  their 
growth  through  economic  Intervention;  (4>  n  new  communities  approach;  and  • 
(5)  the  community  adjustment  approach  that  concentrates  on  community  prob- 
lems and  outlines  those  activities  that  will  ameliorate  these^problems. 

Strategies  2,  3,  and  4  are  Jilstlfted  largely  on  the  nee<l  for  growth — and  the  need 
for  iwo^  jobs  for  agricultural  and  rural  peoi>le.  The  fifth  assumes  that  job  crea- 
tion is  only  part  of  the  4>roblem;  or  that  It  Is  not  a  reasonable  possibility  for  some 
communities  but  that  all  cofaimunltles  need  and  want  adequate  levels  of  services. 
It  assumes  that  It  Is  In  the  national  Interest  that  rural  i^eople  be  educated, 
healthy,  well-housed  and  have  basic  amenities  of  water  and  sewer  facilities  and 
that  government  slumld  help  ensure  the  availability  of  these  ser\Mce.s.  The  first, 
like  the  fifth,  concentrates  on  problems  but  It  may  Include  a  strategy  of  avoiding 
l(mg-term^ commitments  to  a  development  goal. 

In  fact,  the  options  are  somewhat  narrower.  Because'm6st  development  objec-  ^ 
tlves  involve  some  form  of  iiulustrlal  activity  that  depends  to  some  degree  on 
external  economies  of  agglomeration,  concentration,  or  scale  tlie  plant  In  the_  - 
cornfield  will  probal^ly  continue  to  Ix*  -an  Isolated  phenomenon  widely  dl%c*n8sed> 
and  highly  visible  but  hard  to  replicate.  *  ^ 

^inilarly.  the  new  town^will  be  a  kind  of  a  fresh-start  Ideal;  an  architectural 
showpiece  and  perhaps  a.shclal  showpiece.  Hut,  these  towns  compete  with  exist- 
ing communities;  tlrt»y  nre  hard  to  finance  and  organise  and  I  expect  them  to 
have  mlx(Hi  su<vess  on  their  own  antl  provide  little  more  than  curiosity  value 
for  development. 'We  could  build  new'and  better  towns  If  we  wlKlie<l  to  do  so.  Hut 
it  Is  correctly  percelve<l  that  new  towns  as  a  rural  development  strategy  would 
'have  only  a  small  llkelih(M)d  of  effectiveness. 

Tlie  two  .'itrategiea  with  the  largest  chance  ot^  eff^vtlng  viable  development  In 
rural  communities  ihcliide  numbers  (3)  and  (5) — Intervention  in  the  process  of 
development  and  protcth  of  local  cent  era  of  economic  actlv^lty  and  Intervention   -  1—2,4 
In  the  process  of  ndjustmrnt  of  cowmunittrs  to  stable  or  (tcclining  population  and  ^ 
stable  tax  hanes.  Tliese  strategies  appt^ar  to  guide  most  active  development  efforts 
twlay.  V 

These  strategies  are  generalizations^  of  course.  In  addition,  tliey  are  deslgEUBtl 
for  entirely  dlffcdrent  sets^of  local  circumstances.  This  Implies  the  need  for  a  y^f, 
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of  rrltiTla  to  nionsMrc  fhr  liki'lihood  of  su('<Vms  of  (»nch— and  to  point  out  whciv 
one  type  of  strat<'^'.v  would  !><»  more  Mpi)ropriat('  than  nriotlior,  'Hits  involvrs  (!«'- 
tcnninin^'  \\w  spcM-ilic  rharact(»risti(  S  of  a  roninnihity  or  an  an*a  and  interpn't in;; 
tli<'s<' as  tilt' area's  n*la tire  advaiitak^' for  ^^rowtli.       "        ^      *  * 


OIOIIKHSIO.N   ON   (.ROW  ]  II 

a  Miorncnt  on  ^'I^onn  tli.  it-nu'rlt-aiis  always y^roni  our 
I)rt'0('('iipiod  witli  growth— of  iJoi)ulatloh,  pi^'oduction, 


s  yfr 


1  Wonld  like  to  dii^rce 
earliest  days,  have  Ixmmi 
and  exeellenee  in  <'iiltun'  and  arts.  . 

Today  we  find  tluU  ^rowtli  is  a  matter  of  ?^ntrov<'rsy.  It  is  <'ontn>verKiJil 
beoauVe,  as  Hoiihlin^  says,  we  are  realizing  tliat  wlV'Hever  w<'  find  oursHv<'S  with 
more  ^'ood>^,  we  inevitai)ly  lind  ourselves  wit^li  more  "bads"— and  we  can  no  ion^er 
reasonal>ly  Iioim' tlu*  "l)a<ls"  w  ill  ^onway  <»ri  tlieir  ow  n. 

Tile  i)rohl>eiii  is  beyond  teclmolojxy,  ae<'or(lin^'  to  the  National  (ionls  Ues<'areli 
Staff,  Heeause  in  a  ttM-linoloj^ical  Htru^^le  ( overcoiiiin^^  gravity,  for  example) 
those  apart»  from  the  struj:jj:ie  are  indifferent  to  It,  Almost  nq  one  is  rootin^^for 
gravity  to  win  this  stru^'^'le. 

lUit  social  questions  always  involve  varied  and  <'onflietinj;  interests  and  those 
whose  interests  are  lessene<i  m»ist  hav<'  reason  to  remain  a  part  of  society. 

T  su^'Kcst  that  it  is  in  the  Nation's  interests  to  understancjj^rowtli  as  tlie  com- 
plex of  chjin^'cs  tiiat  it  is.  The  n<*(Ml  is  to  dins-t  and  ^^ui<le  growth  ;  to  understaral 
Its  characteristics  aiul  interactions  and  to  strike  the  necessary  balances  between 
losers  and  ^airufrs  that  will  ajllow  growth  in  those  areas  where  we  want  it,  but 
focus  it  so  that  <pmlity  1s  a  filndnniental  criterion.  We  must  preserve  tlie  <iuality 
of  our  communities  without  d<»stroyin«  the  int<>rests  of  those  wiio  can  contribute 
to  tliat  (pmlity.  ,  * 

One  asi)ect  of  tliis  Is  recognition  that  growth  an<l  d<'V<doi)ment  an'  rH)t  tlie 
sanu* — tlYat  «rowtii,  for  some  communities  under  some  circumstan<-<'s  is  a  iii^hly 
a<*ceptnble  stra  te«y.  For  otliurs,  it  nuiy  be  a  delusion. 

Most  of  all,  we  ru'ctl  to  be  able  to  tell  the  <lifTer*'n<*e.  I  am  posing  a  rou^fh 
framework  for  such  a  process. 


TIIOT'OIITS  ON  nF:VKU)PMENT  HTRATEfJIEH 

Such  meastires  mri  be  made  many  ways,  usinj;  many  s<'ales.  ()a<'  way  to  <lo 
this  is  to  tirid  proxies  for  a  set  of  charact<'risti<-s  iimM)rtant  to  development  and 
^  fit  <'onjniuriit  ics  into  developnuMit  <'ate^ories  on  this  l)asis,  I.yn  Daft'  modified 
an  eapller  PerlofT "  array  to  show  bow  <'apitJ*I  inv<>stnu'nt,  market  a<'cessibility^ 

niantiKcrlpt.  Miiy  MMU),  HtJiflf  KcotiomiKt  (iroup,  <)Hl<'<'  of 
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and  labor  force  could  b(»  (le<lu<'ed  from  a  s<>ri<*s  of  i)rf)xi(^  and  community  types 
(h'si^nated  on  that  basis. 
The  proxies  a  re  : 

VaUie  added -nipitnl  investirHjnt  an<l  <'omparative  advantaj^e, 
Population  — labor  fr)rcean<l  hx'al  mark<>t, 
Mi»tro  proximity -  -InteractiortNN  it li  major  markets. 
The  catct;ories  a  re  : 


Near  Metro 


Largt 

populatton 


Small 
population 


Far  from  Metro 


Large 
population 


Small 
population 


High  value  added 
Low  valuo  added 


II 
VI 


Ml 
VII 


IV 
VIII 
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AVhlcli.  regions  an'  cjuulidat***;  for  proWth  poli<'yV  (Mearly.-^l'ype  I  re^?ions  with 
capital,  labor,' and  markets.  .Tust  as  elcarly,  Type  ATI!  n'jrions  have  the''least 
l^ointr  for  them  Ix'cause  they  ?n*e  short  on  cipUa'l.  labor  and  mark<'ts.  And,  the 
**(irowth"  intervention  strji  levies  in  Types  I  a  ml  III  would  fiu'huh': 
(V>ini>rehensi\i^»  planning.  Labor  'adj\istment     information  and 

Community  infrastrm  ture  expansion.  training;. 
Imlustrial  in<-cntiv<'S  and  cnMlit.  Busjn<»sH  servi<'<'s. 

Transportation    fa<'iliti<'s    and  assist- 


an<'e. 

Labor  market  information. 


I  ndustrijil  sites. 
Home  loan  capital. 
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For  TyiM'K  VI  lUul  \t\  rr^loUK^  kI wih'Klcs  wouhl  inrlii<lr: 
'  '  IiuTease  in  the  ef?ertlv<*neKK  of  iml)li<-  Korvh-o  <h'liv('ry  of  >;m»t  <Hs^nn'|, 
Lal)or  inoj)llit.v  aHslstaij<'<'. 

IManiirnj;  <MloiH'ratlv<>l.v  anions  Kt'Verul  rounties.  ^ 
Ontsnh' iiivostiiHMit  in  Horial  ovtTliead  <'ai)4tal.  '  ^ 
'  Tei'hninil  asnistanro  in  <l<M  isionmakin«  iftvolvin^  nnilth>onnty  aiS^iH. 
*(>tlier  tyiM's  of  areas  fait  i»  hetweoM.  'IMioy  have  a  ra,n^o  of  coiuimnalve  «<1- 
vaiita«es  and  diKadvantaj^es  and  <U'V<'loi>MUMit  Ktratc^les  Khoul<I  l»'  lnise<l  on  these.  , 
t'dr  exami)Ie,  Tyi)e  VII  re^rons  liave  labor  hut  lack  <-apital  and  niarket.s.  l»erhaps 
their  heKt  Ktnae^y  is  lahor  fon-e  training  and  relocation.  Type  IV  re^iorm  have 
i-aidtal  hut  lack  lahor  and  nmrkets.  I'erhaiw  investnient  4];^  transpoi'tatioit  faeill-. 
tieH<-an  amke  this  type  region  more  competitive. 

re<-up'*tliis  diseiission.  I  am  proposing  three  relatively  elementary  hleas, 
-none  new  aiHl  none  revMntlynary—  * 

Different  regions  lmve<ntTerent4)04^'ntlal  for  developrnent, 
*  Develoianent  stratej^les  shoidddK*  desisned  with  the  potential  of  in<livi<l- 
nal  regions  prondnently  in  ndnd.  * 

Development  «oalH  Include  a  <-onsiderahle  ra^i^e  of  ou/irnTmiSi/hut  not  all 
oUtoom<'H  ne44»H.sarily  in<*lnde  e<'onond<-  and  poi)\datiA*u-^r(;wtji. 

IMPUCATIONH   FOR  RK8F-VK<  II  ' 

If  there  is  a  <'onrlnslon  to  he  made  froiu  this  <liscussion,  It  is  that  rurftl, develop- 
mefit,  as  I  define  it,  would  i»e  more  a<lvan<*ed  today  had  strjite^h's  an<l  pro^raajs 
lieeii  more  siK'clfh'a lly  desl^neil  a<TonUnK  to^th-e  nwMls  of  the  tarj;et  area.s.  1  ar^ue 
that  tlim  ahstract  rase  ean  he  ha^ke<l  up  hy  sp**<-ifi<-  proj;ram  results  in  ApiJjjluehia 
and  other  phuvs  where  this  approacli  has  Iveen,  more  <'losely  followed. 

1  woidd*  further  ar^ue  t/iiat  a  major  reas<Mi  why  this  proee<lure  for  defiulnR 
stratet;i**s  has  not  been  u/e<l  more  wl<lely  Is  that  ade<inate  inff)rmathm  has  not 
l»een  avaitnl)le  to  Ruldc  Ir  '  '' 

For  one  thin^,  we  Imve  hei;n  preo<-<-upU*d  with  j;rowth.  I  believe  we  have  spent 
too  nuiefi  ^time  trying  to' fi^tire  out  how  to  make  j;rowth  (x  eur  in  sonu*  areas 
where  the  eost  of  stimnlatlnf?  viable  ^rowtii  is  ^'renter  thaw  the  benefit.  Too 
\seld(mi  has  nuu-h  thoujrht  l>een  j;lven  to  quality  of  ^rowtli  an<l  too  ofteh  the 
fo<Mis  ha.s  heeio  on  ^nmati'ty  jm»1  rate.  Althou^'h  there  t^re  sl^ns  emer^inK  liere 
and  there  that  Kreatei'  thought  Is  bein^'  iiWen  t(r  Muality  nw\  h'ss  to  (pmntity. 
oidy  a  few  <-onnnunities  to<lay.  are  -willing  to  (piestioa  wliefher  or  not  tl»ey  nee<l 
fsr(»wth  to  have  potential  development. 

(fenerally,  we  have  rom-lmhH^  that  there  must  l)e  something  wron^  witlj  out 
pj*o>;ranis  because  tliey  <lo  not  Avork  e<|ually  well  everywhere. 

I'm  suKP'^Hn^  that  resean'her^s  hrtve  an  oblipition  t<)  polieynuikers  to  define 
development  <'riteHa 'spe<-lfi<'ally  .so  that  pro^rnm  <'an  be  <lefine<l  spe<'ifi<'ally. 

l»roj;rams  <h'si^Mie<l  to  help  communities  adjust  arer<^)unted  mostly  in  terms 
of  hi;?h>vays  ;  water  and  .sewer  *.syst«nnx ;  hospitals  and  Nfi<  h()ols  ami  occasionally 
'djim.s  and 'parks.  Aei'ompllshment.s  from  these  iirok'rams  are  dlftici^  to  hobl  in 
perspective,  llmna*?!  l^enefits  have  be<*n  real,  l)ut  i»ro«res,s  in  the  bPondesi  .se;ise 
seems  .small  relative  to  need. 

<;rowth  stnite^'V  ar^as  have  fan»d  better,  but  tids.nuiy  be  nu)>f\\y  by  a<M-ulent. 
The  movement  to*  a  better  I'onnuunlty  is  too  oft»Mi  hapi»ni'-» r<l.  Tljere  are  mOre 
job«5  more  ln<'ome.  more  i)lannin«.  better  servh-es  and  this  Is  j.ro^ress  and 
eertalnlv  should  not  i)e  <lenij;rate<l.  lint,  no  one  effort,  has  "put  It  all  top'ther. 

WImt'can  i-esearchers  <h)V  Perhaps  we.  Juore  tlian  any<»ne  else,  haVe  the  jol) 
of  putting'  tldn^'s  to^'ether  in  <-on<'ept,  if  not  in  prac  tice.  For  starters,  we  liave 
tlie  respoilslbllitv  of  learning  how  to  put  re.seahdi  tennis  together  to  tai'kle  .souu* 
of  the  reallv  tou^'h  <M)mplex  i)roblems.  <*ur  midti-disrlplinary  <'ooperatlve  proj- 
ects are  practh-ally  mm  VXistent.  And.  jnidtl-<lis<'Fi»linary  research  a<M-oss  State 
.  and  reKlonnl  lines  is  an  even  rarer  bird.  '  .     .  .  ,  ,  ,  , 

!  want  to  end  bv  i)ointiM«  nut-  4  types  of  proje<'ts  tluit  sljouhl  have  ver>  ldi.'b 
re.sean'h  priorltv, 'in  aiv  oi)inion.  They  Involve  nndtiMlis<'lplinary  n'senn-Ii  teams, 
information  ne^Klnl  very  .soon,  and  real  and  Important  prol»lems  to  ho  tackled: 

1.  Assistance  nnjuired  to  anuOlorate  the  impa<'t  of  nu'chani/.ation  of  hurvest- 
Ink' and  I'urlntr  tlu<'><Mire<l  tolau'co.  ^.      ^  « 

2  Develop  and  evaluate  alternative  adjustnu-nt  strategies  for  <M)mmunities 
with  Htabh'  tax  ba.s(»H  and  inerea.sin«  nef'ds  for  erannninlty  servb-es. 

;{  Determine  an<l  evaluate  <'han«es  In  tht^  <'haracteristl<'s  of  rural  life,  t lie 
impa<'ts  <»f  tliese  changes  on  the  vaUie.s  of  rural  people,  and  the  extent  tliese 
attributes  can  be  nuide  available  to  non-rural  people. 
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4.  KvaluaU'  ihv  rclntlw  (*ff(M'tiveness  of  aU<*rrmtl\v  Vcorioniic  intervention 
polieie'8  In  IncroanJnjf  Induntrlal  development  and  Income  in  rural  co^nmunlties 
Of  variotiH  t>;|H*H  and  locutlomj.  .  *  ^ 

I  ajn  ar^,Miin>?  in  tlji»  paper  .that  ruraj  developnjent  Kimln  come  from  Inter- 
pretatioiLs  of  human  valueH.  and  that  processes  and  stratcfck*s  involve  the  use 
of  all  the  well  accei)te<l  criteria  to  tiirn  nj)  ^ood  deci?<ions  and  forj?e  proi>er  ami 
efP(H;iIve  policies  and  pro^;<iam«.  It  Hounds  strai^litforward  and  even  easy.  Where's** 
the  catdj  V 

There  are  two :  ( 1 )  Unman  poals  are  very  coniplex.  unstalde,  and  hard  trt  con- 
vert into  policies  and.  |)roKrams.  As  a  result,  the  tnidc-offs— the  hard  decisions— 
prohahly  will  he  unsatisfactory  to  some  most  of  the  time  and  to  most  some  of  the 
time,  keepln+i:  the  iiolicles  and  |>n)jframs  controversial  all  of  the  time  and  reduc- 
irifi  the  cominitment  to  j)rof^rams  and  research— prohut>ly  holding?  them  helow 
the  "critical  mass"-  If  vcl  and  perhaps  boldlnp  them  Out  of  slf?ht. 

Second,  the  prohleniS  themselves  technically  are  vastly  more  comr»l!cate<l  than 
l.s  generally  understood;  For  examl>le,  the  Interrelationships  amonj?  ohjecfives 
«uch  as  education  and  inciustrlal  Incentives  and  Ificomes  of  \nun'  peo|)le  In  the 
first- or  lOth  year^ — of  a  program  are  eitrenjety  difficult  to  determine,  let  alone 
anticipate.  As  a  result  choices  nnist  he  made  with  very  little  Kood  inforjnati<m. 

I?ut  I  do-not  conclude  timt  tlie  task  Is  t(M)  difficult.  Instead  I  thinlc  an  increaslUK 
numher  of  people  are  more.clearly  Interpretlnj?  the  challenRe  and  setting  to  work 
on.  it. 

'  Mr.  JoiiNKox.  Ploaso  right  now,  Mr.  Cliainnan,  lot  mo  just  give 
you  somo  actual  facts.  We  are  moving  out  now  to  the  small  aroavS  and 
the  Fanners  Home  Administration  ^oes  have  the  authority  to  make 
water  loans  and  grantsand  sewage  loans  and  grants. 

Now,  hero  is  one' thing,  and  I  want  to  call  your  attention  to  it,  be- 
causi*  it  is  ivnlly  important.  I  believe  now  that  the  authorization  for 
the  Farm  Homo  Adminish-ation  is  $100  million,  but  they  got  $40 
million.  Tlie  authorization  by  Congress  said  that  you  can  go  up  to  50 
percent  on  grants.  W\\at  do  they  do?  They  get  $1  oirt  of  $10 
in.stead  of  50  percent;  it  is  one  out  of  10  that  they  can  use.  Now,  it 
seems  to  me  like,  if  you  get  this  program  going  here,  and  then  the 
Budget  Bureau  over  tWo  can  say  it  ain't  worth. a  dam  and  we  are 
not  going  to  give  yon  air^  money  for  it,  you  are  wasting  your  time. 

Senator  IlrMruuEY.  That  is  one  thing  wo  can't  do  to  title  II.  Title 
II  will  operate  despite  the  Office  of  Budget  Management. 

Mr.  Johnson.  That  is  line ;  I  just  wanted  to  toll  you  what  the  prob- 
lem was  out  thoi-e.  I)ecanse  these  small  communities  are  coming  in,  and 
rightly  so,  to  get  Hiese  loans  and  these  grants,  because  you  can't  builc} 
rural  Anverica  without  having  the  facilities  out  there.  And  our 
youngsters  demand  it  nr)w,  and  rightly  so.  They  have  got  just  as  much 
right  to  hnve  a  bath  out  in  the  country  as  tliey^have  in  town,  and  they 
have  nlwjivs  had  tliat  right.  They  didn't  have  the  opportunity. 

I  hav(^^^t  an  old  .lO-gallon- tub  we  used  to  bathe  in.  My  ^mother 
would  (U-aw  tho  water  in  the  summer-time  and  we  would  take  a  bath 
that  ni^it.  l^ut  Hiat  day  is  gone.  Our  people  deserve  more  and  expect 
more,  Mr.  Chairman,  and  they  are  going  to  have  more.  It  is  just  that 
sim[)le.  ' 

hvt  me  say  this:  To  go  out  now  and  to  m;\ke  a  loan^  in  the  7-ural 
areas  to  th^s<*  small  towns — yes;  the  Farm  Home  Administration  can 
go  up  to  50  percent.  How  are  they  going  to  go  up  to  a  ^O-percent  grant 
when  they  only  have  the  total  sum  of  10  percent  ? 

Now,  I^otico  a  statement  here  from  my  friend  from  over  in  ecology. 
We  go,  it  .seems  like,  from  one  thing  to  soitiething  else.  But  the'mian 
from  the  ecology  department  over  here  came  out — it  used  to  be  the 

/ ,  .    ■  - 
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pDUUtiQtt,'but  it  is  ecology  now.  And  I  want  to  read  a  statexiieiit  out 
of  his  statement,  and  I  want  you  to  listen  to  it. 
He  said :  .  .  - 

Major  aifferencen  between  the  FHA  gfant  program  and  the  Kl'A  pro^n^am  are  • 
the  level  of  funding?  and  eligibility  Krant  ret*ii)ienj,s.  The  FHA  basic  ^rant  Is 
unthorized  at  r>()  percent,  whereas  t^e  EPA  f?i*ant  is  limitwl  to  30  percent,  and 
can  go  up  to  55  percent  only  If  the  state  pays  25  percent  of  tiie  cost  of  the  project, 
and  certain  water  quality  reciulreipents  are  met., FHA  frrants  may  l>e  made  to 
associations  and  corporations  not  operated  for  profit, 

and  so  on.  ^  ^  , 

But  here  is  what  I  waited  to  tell  you.  He  sa>^  hei-e : 
To  discourage  shopping  by  prospective  grant  redpiehts  FHA' 'has  Informally 
agreed  to  limit  Its  grant  to  EPA  maximum.  ^ 
*  They  have  gone  and  browbeaten  Farmers  Home  Administration  and 
said,  *^Nbw,  you  cut-your  grant  back  to  30^)ercent."'  Now,  isn't  that 
something?  tVe  are  talking  about  developing  rural  America. 

I  Icnow,  I  served  14  yeai-s  on  that  Pollution  Control  Board  and  I 
contacted  thein  the  other  duj.  Now,  one  of  the  big  problems  thev  have 
is  making  loans,  ^flie  Pollution  Control  Board  has  a  wonderful  stofF, 
but  the  ^'red  tape"  they  are  required  to  go  through  in  making  grants 
to  niral  communities  makes  them  less  effective  in  their  work.  All  tribu- 
taries lead  to  the  big  rivers  and  the  U.S.  engineei*s'rpust  approve  all 
pollution  control  giants.  EPA  mu^  approve  all  of  them.  And  there 
are  so  many  pots  on  the  fire  it  is  almost  impossible  to  get  a  grant 
til  rough  any  mo r^. 

Now,  I  wanted  to  brijig  put'that  pomt, because  it  is  real.  I  would 
hope  that  the  Farmers  Home  Administfation  can  be  given  the  grant 
money.  They  would  go  out  in  the  small  communities j^nd  give  them  . 
50  percent  of  the  grant  and  loan  them  the  other  50  perc^ent  and  put  them 
ia  business.  It  is  just  as  simple  as  that.  That  is  all  tliey  need. 

Well,  I  donf  know,  Mr.  Chairman.  I  feel  deeply  about  this  rural 
business,  I  have  been  working  with  the$e- people  a  lifetime.  They  are 
my  folks. 

Now,  you  grew  up  in  town,  I  grew  lip  in, the- country.  , 

Senator  HuMPiinEY,  I  didn't  gr6w  up  iu  a  very  big  town:  it  was  000. 

Mr.  Jonxsox.  But  I  will  say  this :  I  don't  think  any  other  man  1ms 
had  a  greiiter  feeling  for  the  rural  people  than  you,  Franklin  Roose- 
velt, and  HariT  Truman,  '  . 

But  there  are  some  things  that  you  are  going  to  have  to  pin  down 
and  fix  where  the  Budget  Bureau  can't  cut  it  out. 

Now,  this  is  a  good  bill.  And  tliere  is  nothing  wrong  with  it. 

Senator  Hr>rpHREV,  We  ought  to  get  into  that  FHA  business  on 
the  grants.  T  know  that  is  slightly  beyond  your  jurisdiction,  but  I  think 
it  falls  witliin  the  purview  of  tliis  committee.  After  all,  these  sewage 
and  water  programs  are  vital  to  community  developments  And  I  think 
we  ought  to  find  out  from  FHA,  bring  fliem  in  here  and  find  out  wliat 
i«  going  on.  I  think  they  are  short  of  money. 

Mr.  Jonxsox.  They  are  short  of  grant  money.  It  is  not  their  fault — 
they^  ai-e  short  of  grant  money.  So  you  fan't  put  that  blame  on  them. . 
These  bovs  this  morning,  these  big  bankers,  they  make  my  heart  bleed. 
You  knoW^  liere  is  tlie  difference  between|the  program  now  and  wliat 
it  was  years  ago  when  he*was  working  imder  ^Vfr.  Baker  on  the  big 
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projects  iit  SoiitH' Carolina  and  he  was  re^yional  director  witli  tlie 
FarnuM-s  Homo  Administration,  Every  time  we  turned  around  they 
ealUnl  us  Conuiuiiiists.  Do  you  remember  tliose  days  ?  o 

Senator  HrirriiiiEY.  Ai-e  you  kiddinfj:?  I  should  say  I  do.  '  • 

Mr.^JoHNfiox.  I  haven't.  heai»d  anybody  call  you  a  Communist 
lately.  They  Imve  berated  the  farmer  apd  talked  about  him  over  the 
\-eai*s,  I  I'eiweniher  the  Committee  on  Economic  Development  came  out 
in  the  late  ID.lO's  with  a. great  bi^  thin^  and  they. recommended  doing 
*away  with  all  the  fann  programs,  and  doing  awav  with  this  and  that 
and,  oi  coui*se,  (^ongress  was  wise  enough  to  put  it  in  the.  wastepaper 
baskt^t ;  that  is  what  we  ftske<l  them  to  do  with  it  and  we  jiad  no.  pride 
in  it.  But  now  we  find  the  great  businessmen,  the  mayors,  the  Gov- 
ernoi-s  and  everybody,  with  their  hats  in  their  Imnds  begging  now.  It 
used  to  be  just  the  farmers  in  there  begging  and  now^they  are  all  in 
beffjring. 

We  feel  like  the  (xovernment  has  a  responsibility  to  help,  private 
industry,  help  the  big  cities,  and  to  help  the  States.  We  arc  not  against 
it,  biit  goj^liiess,  they  ought  to  help  the  mral  farmer. 

Now,  we  told  them  -and  you  know  it— 20  years  ago,  you  weren't 
solving  your  problem;  you  were  just  moving  it  to  the  towns.  And  it 
fell  in  oii  tliem  and  that-is  what  happened. ' 

Xo^y,  in  Arkansias  and  South  Carolina — il  will  speak  up  for  them — 
we  have  got  a  migration  back  vb  ArkansaiC  And  that  old  song  that  you 
hear  now:  ''I  Want  to  (to  Home."  We  want  to  have  something  to  go 
with  it  and  siiy  to  them :  "Come  on  home";  we  are  ready  for  you  and 
we  can  do  \i  under  this  redevelopment  bill,  because  we  will  have  the 
facilities  out  there  to  welcome  them  homo  and  to  give  them  a  job  so 
that  they  will  Jiave  jvdecent  life  in  a  decent  society  in  one  of  the  finest 
places  in  the  world  to  live,  the  rural  areas.  ^ 

Mr.  (^hairman,  I  have  taken  up  too  much  of  your  time. 

Senator  HrMPHRKY.  Xo,  you  haven't.        ^  . 

Mr.  Jonxsox.  T  would  have  come  if  you  hadn't  let  me  say  a  word, 
bet^ause  I  wante<i  to  come  and  visit  with  you  and  to  listen  to  this  fine 
testimony  and  you  are  on'^lie  right  track.' We  pledge  to  you  all  of  our 
rcvsources  that  we  have  at  our  command  to  help  you  in  any  way  we  cini. 

(The  prepjired  statement  of  Mr,  Johnsoitifollows :) 

Mr.  Joiixsox.  Mr.  j?hairnian.and  niembers^f  the  Rural  Develpp- 
mont  Subcommittee  :  ^  - 

^  T  have  lived  a  long  time,  hoping  for  a  day  such  as  today  when  the 
'Nation's  most  powerful  lawmakers  would  tuni  their  full  attention  to 
ways  and -means  to'really  revitalize  and  recapitalize  rural  America  on 
a  significant  scale,  not  for  the  sake  of  rural  growth  itself  but  primaHly 
*to  improve  the  lives  and  environment  of  all  the  people  in  lx)th  rural 
and  city  areas,  and  to  give  them  a, freedom  of  choice  of  where  to  live 
and  work.  •  ' 

T  am  president  of  the  Arkansas  Farmers  Fnion,  mcvuber  of  the 
board  of  the  Xati/)nal  Tarmers  T^nion,  and  member  of  the  board  of  the 
Xafional  Green  Thumb,  Inc.,  and  other  mainstream  proje<vs  in  Ar- 
kansaj^aiul  other  Sonthern  State.s,  and  administrator  oif  several  health 
and  manpower  development  programs  for  the  a^rins:  and  migrant 
workers  .which  «we  caiTy  out  under  conti'act  with  the  Federal  Govern- 
ment.  I  am  also  chairi'nan  of  the  board  of  the  Rural-Urban  Commmiitv 
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Development  Services,  Inc.,  a  nonprofit  association  chartered  under 
the  laws  of  tlie  State  of -Arkansas,  v     * ' 

Mr.  Chairnian,  I  was  born  and  raised  in  rural  A^kausavS.  I  obtained 
my  high  school  and  cqlle^re  dipb)mas  from  educcitional  institutions  u\ 
runil  Aekansas.  uMv  work  since  jrraduation  has  been  M  itli  and  for  the 
peoplcb of  rural  Arkanj>as.  ,  *^ 

From'  my  experience  and  ol)servation,  J  am  convinced  one  thin^  is  f 
.  oclear — niral.  America  cannot  prosper  if  we  do  ndt  take  action  to  im- 
-prove  prices  and  income  received  by  America's  family  fanners.  The 
('ommijtee  on  Agliculture  and  Foi-estry  labored  mightily  to' enact,  a 
better  farm  bill  than  is  now  the  faw.  We  appre/»iuie  your  eHorts. 

Since  we  .dfd  not  get  the  better  farm  bill  we  wanted,  we  still  mus^  ^ 

•  look  for  other  way^  to  improve  family  farlii  income  even  before  th6' 
present  Agricultural  Act  of  1970  runs  its  course.  I  realize  this  is  not 
the  subject  of  your  hearing  today ;  but  I  know  that  you  agree  with  me 
tj^at  an  es.«5€^tial  basic  pait  of  building  a  stronge^  rural  America  is  to  " 
raise  fan^ly  farm  income  above  its  present  depression  level.* 

Hut,  Mr!  <'hairman,  I  want  to  say  firmly  th^t  better  farm  family 
^income  and  a  good  farm  credit  system,  which  the  committee  h^s  also 
acted  to  improve  this  year,  will  alone  not  be  enough  to  raise  the  (fnality 
of -farm  life  to  where  it  ought  to  be.  Nor  is  improved  farm  income  and  - 
credit  programs  all  that  we  need  to  revitalize  rural  America.  The  qual- 
ity of  life  of  farm  families  is  dependent  not  only  upon  the  adequacy 
of  farm  income  but  in  almost  every  case  upon  the  (piality  of  general 
services  and  institutihns  in  the  ijural  communities  where  farm  families 
live,  MoiTOver,  many  farm  families  are  increasingly  dependent  upon 
Mages  from  nonfarnV  jobs  to  augment  their  farm  income  so  as  to  pro- 
vide  an  adecjuate  standard  of  living.  /  ^ 

No  longer  are  rural  communities  made  up  largely  of  farm  f^imilies. 
Each  farm  family  in  America  has  from  five  to  10  nonfarm  rural  neigh- 
hoi's.  Farmers  and  nonfarmers  ^hare  the  benefits  and  share  the  costs 
a»d  share  tlie  deprivation  from  the  absence  of  community  services  and 
facilities  they  all  use  and  pay  for  together.  Sup|)prt  of  community  - 
services  and'facilities  continues  to  depend  larg(jJyupon  local  taxes  an<l 
the  strength  of  the  local  tax  ba.se,  still  un'fortuttately,  largely  property 
tax  and  sales  tax.  *  \  ^ 

*  Kut  the  situation  would  Uii^  the  Ffaiiie  even  ifviH  l^eal  revenues  came 
from  income  tax.  The  ahilifx*  of  a  rural  (M)inmui\ity  to  construct,  main- 
tain, and  ojw»rate  adecWte  facilities  and  services,  for  farmers  and 
other  residonts.  de|)en(lsNi|)on  those  nonfann  residents  as  well  as  farm- 
ei*s  liavin«r  an  ade(|uate  o|)|)oi-tunity  to  earn  higher  incomes  than  are 
now  availa!)le  in  nicest  rural  areas.  The  farm  family  is  uniquely  de- 
l)endeMt  upon  the  nonfarm  family  ami  vice^  versa  in  modern  rural 
comnninities. 

With  niaiiv  farm  families  choosing  for  whatever  reason  to  say  on 
the  land  in  the  face  of  falling  farm  i)rices  and  income;' many  of  them 
have  been  forced  to  find  and  work-in  nonfarm  jobs  to  augment  tlifir 
farm  inc^mie^.  This,  many  have  been  able  to  do,  but  not  eiiough/bf 
them. 

The  nonfarm  families  in  rural  areas^^even  more  than  farmers,  are 
dependent,  if  they  want  to  stay  in  or  near  the  countryside,  upon  non- 
farm  economic  oppoitunities  for  themselves  and  for  their  children  as 
they  grow  up.  -        .  ^ 
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Some  nonfumi  jobs  in  rural  America  are  dependent  directly  upon 
•*  good  and  adequate  farm  income,  but  jiot  all  of  them  are.  We  need  • 
diversified  economic  activity  and  opportunities  throughout  our  rural 
areas  if  they  are  to  beccmie  prosperous,  attractive,  and  a^iome  for  an 
"   .increasing  proportion  of  th-fe  Nation's  popuhition,  as  I  hope,- in  the 
^  ^  national  interest,  they  will  become.       ,  . 

S.  22'2f^  provides  the  economic' itiiiscle  necessary  to  bring  about  u}any  • 
oi  the  improvements  tli^t  are  necrd^d  injthe  countryBide.  Onp  hfln^Ted 
and  fifty  yeni-s  of  rural-urban,  migration  of  people  and^£fu  adverse 
balance  of  trade  against  farmers  and  rural- businessmen  hay.e  drained 
Vurtjl  America  and  bled  it  white  as  far' as  capital  resources  and  i^ivest- 
'ment  ijtinds  itre  concerned.  Your  committee^)  has  already,  printed  the 
statistics  of  theJost  investment  represented  by  each  child  that  migrate^s  ^ 
from 'rural  America  after  receiving  its  education  there,  supported 
'  largely  by  rural* taxation.  Your  committee— the  (^ommittee  on  Agri- 
.  culture  an,d.  Forestry — has  wrestled  for  years  trying  to  overcome  the 
>     c?ipital  a^id  ^ncome  drahi  represented  by  faimers'' adverse  terms  of 
trade  .whei'e  faiTnei-s  pay  what  they  are  asked,  as  Chairmart  Hum- 
phrey has  said  so  mauy  times  in  these  hearings,  and  take  what  they, 
ate  offered.  :  '  f  -  * 

Moreover,  recent  research  is  begini^ing  to  reveal  that  even  a  large 
share  of  the  profits  and  savings  that  farmers  and  other  rural  residents 
^*  are  able  to  eke  put  under  aoverse  trading  conditi(ms  and  weak  bar- 
gaining power — a  large  share  even  of  'those  projfits  and  savings — do 
not  stay  in  rural  America  but^for  whatever  reasons  find  their  way  into  ^ 
■large  city  investmeitts  of  one  kind  or  another,  and  arfe  lost  to  rural 
Am6f ica.  ^  I  \  *  . 

The  "result,  Mr.  Chairman,  is  a  continuing  and  heavy  drain  year 
after  year  on  the  jJroductive  resources  and  people X)f  rural  America. 
.  S.  2223;  when  enacted  and  implemented,  will  be  a  large  step  in  the 
direction  of  correcting  these  -advei-se  and  debilitating  conditions  in 
rural  America.  Mr.  Chairman,  I  support  S.  2223  an^  urge  its  early  - 
enactment. 

Among  other  needed  improvements,  rur,al  America  must  have  morci, 
,  better, iind  higher  quality  communitjkfacilities  and  services>and  more 
->  and  better  paying  jobs  and  highei;  f^ivm  inconje.  Rural  Americans  in 
adjoining  counties  need  to  be  abFe  to  WQpk  together  in  the  ihodern  en- 
^in^larged  mult ijurisdictionajj' rural  community  to  plan  for  and  bring  about 
these  developments  :^rapnpjovements  in  the  quality  of  rural  life.  One 
of  the  beififc  coldly  aiialytkal  paper's  I  have  seen  on  the  strategy  for 
rural  devdlppment  is  this  paper  delivered  recently  by  Dr.  William  C. 
Motes,  Director  of  Economic  Development  Division,  U.S:  Department 
of  Agriculture'S.Economic  Research  Service,  to  the  recent  meeting  of 
the  American  Agricultural  Economics  Association.  I  request  permis- 
sion to  insert  it  in  the  record"  of  the  hearings  at  this  point  in  my 
testimony. 

S.  2223  meets  these  essential  needs  in  ^  direct  and  comprehensive 
fashion.  '     *  •  ' 

More,  better  paying  jobs  requires  prosperous  economic  enterprises — 
industry,  'outdoor  recimtion.  Government  installations  and  contracts, 
and  business 'activity — ^id  all  of  them  require  financial  investment  of 
large  magnitude,  •  >^ 
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Better  community  facilities  and  public  works  reqinre  investment  of 
*a.largemagiiijl:iide;  '        ,  v  /  * 

Operatin^fvthosebettei'  community  facilities  and  iip^radii)^ the  qual- 
Ity  of  rural  ^community  services  require  the  ongoing?  inco^ie  to  cover 
oiH»r;ating  costs.  A  iioor  cpmmffnity  camiot  afford  ^jood  sdioolsv  or  even 
a  se\v<M-  or  solid  waste-'nianagenH^nt  system  that  will  meet  antipollu- 
tion standardfi.'^ 

We  are  denutnding  and  setting:eve|  higher  standards  of  quality  in 
environmental  proWtiqn,  educaHon,  and  all  other  .pliases  pf  life,^S 
we  should,  and  as  testimony  of 'other  witnesses  here  will  bring  out. 

yut  if  a  l  urai  (^oinnmnity  does  not  have  the  tax  base  and  income  to 
meet  tliose  standards  no*  matter  how  ifeuch  its  residents  woiild  prefer 
the  higher  (juality  servi'bes,  the  comnumity  has  no  reconvse  except  to 
{old  up  and  help  itf^  residents  tojuove  away  thus  heighten  impact  upon 
tmali^tiy  overcrowded  cities.  ^ 

NWk^'luiirman,  we  need  not  only  more  investments  flowing  into  rural 
Aii^erica,  but  we  need  to  restore  the  confideiK*e  of  .businessmen  and 
investors  tluit  tney  can  nuike  money  by  locating  in  runtl  America. 

S.  '>'2'2^^  as  you  have  introduced  it,  will  meet  a' large  part  of  these 
needs.  S.  2'22'^  combines  rural  locatiim  incentives  in  the  fonn  of  capital 
grantj^  and  interest  supplements  with  available  credit  to  insure  the 
buildin^r  and  establishment  of  public  and  private  facilities,  services 
and  economi(^  enterprises,  and  tliMr  successful  and  profitable  operation 
oipi  sound  businesslike  basis. 

The  sound,  hftvd  nosed,  long  term  approach,  Mr.  (Miairman,  is  pro- 
vided in  title  II ;  title  1  will  provide  financial  resources  that  are  needed^ 
iinmed\ately  on  what  might  be  called  a  soft»  credit  basis,  while  the. 
title  II  institutions  are  getting  underway  and  rural  prosperity  is  being 
restored.  ^ 

One  of  th^S#pst  satisfying  experiences  of  my  life,  Mr.  Chairman, 
was  in  connection  with  Farm  Seotirity  Administration,  assisting 
former  sharecroppers  through  a  combination  of  loans  and  grants  to 
become  owner-operator  farmers.  One  of  my  greatest  satisfactions  now^' 
is  to  visit  with  some  of  the  sons  and  daughters  of  those  ?l)rmer  share- 
crop{)ers  who  were^enabled  by  the  increased  family  income  to  go  on 
to  college:  Many  went  on  in  life  j:o  superior  leadership  in  rural  aifairs 
and  nlany  into  positions  (?f  renown  and  great  contribution  to  the  Na- 
tion in  all  kinds  of  professional  w^ork,  art,  and  music.  My  point  is: 
Kural  people  want  to  work,  want. to  earn  decent  incomes,  want  to  par- 
ticipate in  the  mainstream  of  nationa]  life,  and  if  given  an  opportu- 
nity, are  fully  capable  of  doing  so,  even  beyond  the  age  62  t5  65  retire- 
ment cutoff. 

S.  2223  wpuld  provide  for  all  rural  America  the  same  kind  of  oppor- 
-^tuijifv  that  we  earlier  provided  to  tlie  families  on  tlie  project.  The 
people  of  rural  America  \vill  respond  as*  succe.ssfully  as  did  those  for- 
mer sharecroppers.  ^  o  . 

Mr.  Chairman,  the  credit  and  investment^resources^^that  would  be 
provided  by  S.  2223  are  sorely  needed  in  rural  America.  Existing  pri- 
vate' banks  and  other  financial  institutions  simply  cannot  cope  with  the 
situation  bkjause  they  do  not  now  have  the^needed  lending  authority. 

S.  2223,  ijather  than  setting  up  a  competitive  rural  financial  struc- 
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ture,  will  instead  vastly  stnMi^rtlicn  the  nhility  of  the  existing  private 
mini  fiiiiiiiuMal  stnictnie  to  fneet  the  needs  in  the  rural  America.  The 
])ernianenl  i)rivatelv  owned  institutions  provided  in  title  II  ^vorking 
with  perimment  prfvate  rural  hanks ^vill  })e  vastly  superior  to  adding 
still  anothm-  Federal  credit  bureaueracv.  *^ 
.  The  Federal  programs  we  have  are  doing  some  good  as  far  as  they 
go.  Hut  theyiare  not  nearly  adecjuale  to  the  need. 

Farm  C'i*^lit  Administration  is  limited,  and  probably  should  he 
limited  strictly  to  farm  credit,  . 

Farmers  Iloni^  Adniinis-traticm,  in  addition  to  its  farm  loans,  is  re- 
stri^^ted  to  water,  sewer,  solid  waste  disposal,  outdoor  recreation,  for- 
estry, and  a  few  pther  purposes.       •  «  * 

The  loan  programs  of  the  Depai-tment  of  Housing  and  Urban  De- 
velopment sunply  do  hot  extend  ui  tt  workable  way  into  rural  America. 

Small  Business  Admini>1  rat ion\is  restricted  to  loans  of  less  than^a 
relatively  small  size^if  we  are  going  to  really  build  rural  America,  we 
have  got  to  p'rovide  linancial  resources  puch  greater  than  Small  Busi- 
ness Administration  is  designed  to  provide. 

'  Economic  I)eve\oi)ment  Administration  does  not  serv,e  at  all  well  in 
rural  America.  Moreover,  the  fimds  available  to  it-iire  so  tiglitly  cate- 
gorized and  so  restricted,  that  (just  one  catfish  production  aiid  proc- 
eS^Suig  project  that\v«  would  like  to  get  underway  in  Arkansas  would 
exhaust  all  of  the  f^nds  that  KDA  will  have  for  all  purposk  in  a  5- 
year  period.  \  * 

If  we  are  going  to  iVuild  rural  America  at  the  rate  we  must,  some  pro- 
vision for  linking  the  central  money  markets  successfully  to  the  i:ural 
investment  needs  must  be  found.  Title  II. of  S.  2223,  patterned  on  a 
successful  example  of  the  Federal  Land  Banks  and  Banks  for  Coop- 
eratives will  do  the  job  that  must  be  done  in  the  magnitude  which  \vrfl 

bempiired.  *   ,  •  j  i  • 

■  The  capital  grants  and  interest  supplement  payments  provided  in 
title  li  which  amounts  to  what-niight  be  called  rural  location  incentive 
crrants  are  demonstrable  absolutely  essent  ial. 

1  will  not  take  the  time  of  the  subcommittee  tp  give  examptes,  but 
I  could  present  vou  with  the  names  of  a  thousand  vdlages  and  small 
towns  in  the.  States  wlieiVwe  hu\^  been  chosen  to  operate  Federal 
programs  but  the  repaymeflt  ability  is  not  currently  provable  to  enable 
these  communities  to  undeiVke  the  full  load  of  pv^ncipal  and  interest 
repayment  and  operate  the  facilities  at  an  adequate  level.  The  paii:  of 
the  cost  of  co7istniction  and  amortization  that  cannot  be  met  from 
revenue  must  be  made  up  by  a  special  ini^entive  payment.  : 

I- want  also,  Mr.  Chairman,  to  emphasize  the  importance  of  the  pro- 
visions in  the  bill  for  rural  lT)cation  incentive  payments  to  private 
economic  enterprises.  There  is  a  sti*ong  feeling  amon^  industry  locat- 
ers  around  the  country  that  construction  and  operation  of  an  indus- 
trial enterprise  is  costlier  and  less  eftici^t  in  a  rural  than  in  a  subur- 
ban area.  I  do  not  believe  that  it  is  to  the  extent  that  many  industry 
Jocatioii  vice  presidents  seem  to  think. 

But  the  fact  remains  that  many  economists,  many  industrial  ana- 
lysts, and  others  are  strongly  convinced  of  the  supposed  benefits  to 
industry  of  concentration  in  a  congested  area  where  many  otl%r  in- 
dustries are  located ;  so  that  they  can  in  some  way  feed  upon  and  bene- 
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fit  from  each  other's  ivctivities  and  hihor  pooh  Higher  costs  o/  trans- 
portation, greater  difliculty  in  organizing  for  needed  conuunnity  facil- 
rties,  luck  of  cultural  outlets,  ediK^iitional,  and  artistic  facilities  for 
marmgenient  personnel,  and  a  thousand  other  reasons  seem  to  militate 
against  loAiting  in  small  towns'and  open  country. 

1  think  that  snecific  Feileral  inceMivcs  are  going  to  be  required  to 
overcome  ^t his  bia^,  if  you  please,  against  rural  indnstrializatimi.  I 
think  the  kind  of  incentives  provided  bjjjie  proposed  liuralSDeyelop- 
ment  Investment  Eaualization  Admiflfi&tion  in  S.  222;i  are  going  to 
be  required  to  provide  a  powerful  enoMWacentive  to  attract  really  big 
national  and  supernational  and  foreign  corporations  to  piake  really 
significantly  large  investments  in,  industrial  plant  capacity  in- rural 
AmericfK  to  provide  the  jobsi^'equired  if  countryside  U.S.A.  is  going 
to  provide  a  home  for  most -of  the  expected  100  million  population 
increase  in  the  next  40  vears  or  so. 

Moreover,  I  think  the  sponsors  of  S.  2223  should  be  commended  for 
proposing  that  rui'al  location  incentives  are  provide4  right  straight 
out  in  the  open  as  dii-ect  paymentg^dosigned  to  attain  a  liigh  priority 
national  purpose,  rather  than  attempting  to  hide  them  as  artificially 
low^interest  rates  or  as  .special  tax  ^advantages  or  other  forms  of  back- 
door financing.  If  the  connti;y  really  intends  to  implement  title  IX 
of  the  AgricultnnA  Act  of  1970,  as  I  think  Congress  intended,  then  let 
us  meet -this  issue  of  incentive  payments  face  on.  '  • 

These  payments  are  not  payments  to  marginal  industry;  many  of 
them  will  go,  I  hope,  to  some  of  the  mo.st  successful  corporations  in 
America.  They  are  iipt  relief  payments.  They  are  not  payments  to  pre- 
vent business  bankri^tcy.  They  are  outright  payments  to  induce  busi- 
ness  managers^ to  decide  to  locate  thejr  plants  and  new  jobs  in  rural 
America,  instead  of  locating  somewhere  else. 

Xow,  Mr.  Chairman,  I  want  to  emphasize  the  importance  that  S. 
2223  clearly  includes  in  both  titles  I  and  II,  vocafconal  technical  edu- 
cation lis  a  rural  development  purpose  for  which  loans  and  incentive 
payments  may  be  made.  Our  Knral  Poverty  Commission,  of  which  I 
was  privileged  and  honored  to  be  a  member,  was  impressed  ^yith  the 
high  importance  and  great  contribution  of  which  these  institutions  are 
capable.  I  understand  that  your  subcommittee  has  visited  some'of  these 
in  the  coui-se  of  your  field  hedrings.  .     /  . 

The*  importance  of  making  certain  that  these  iastitutions  are  .in- 
cluded as  eligil)le  applicants  for  S.  222*^  programs  is  underlined  by  the 
extreme  difficiilty  with  which  these  institutions  are  being  able  to 
finance  their  projects  tha'ough  existing  Federal  loan  and  grant  pro- 
grams such  as  Economic  DevelopmeVit  Administration.  I  do  not  know 
tor  sure  what  the  troubl^is,  ma.ybe  it  is  overcategorization  of  the  EDA 
funding  structure  or  its  failure  to  reach  into  any  area  which  has  not 
already  dropped  to  the  bottom  of  the  poverty  category.  Whatever  it  is» 
the  vocati6n  technical  schools  and  institutions  are  worthy  of  and  need 
the  help  that  could  be  provided  through  S.'2223. 

Mr.  Chairman,  I  worked  in  Farmers  Ilome  Administration  and  its 
predecessor  agencies  for  many  years.  It  is  a  great  agency  and  has  a 
good  program.  It  will  be  strengthened  and  improved  by  the  changes  in 
'  organization  structure  provided  in  title  I  of  S.  2223. 

As  more  and  more  fimctions  hav§  been  assigned  to  Farmers  Home 
Administration,  there  was  less  and  less  full  time  attention  that  the  Ad- 
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ministrator  and  Iith  Htaff  could  "^rive  to  the  fi  itiral  credit  problehis  of 
farmei-8  iinable  to  obtain  erodit  from  conventional  sources.  The  result 
has  been  rfiat  farniei-s'have  felt  more  and  more  ne^rlected  by  FHA; 
and  if  tlie  additional  responsibilities  added  by  S.  'Z'Z'l'^  should  be,  placed 
on  FHA  in  absence  of  the  proposed  reor^ranization,  then  this  neglect 
of  purely  farm  credit  would  woi^en.  ' 

S.  2'22:i  provides  for  specialized ji(lministratX)rs  of  Presidential  ap- 
pointee stature,  one  i)ui"elv  for  farm  credit  and  one  for  nonfarm  rural 
development  credit.  This  is  a  wise  provision,  Mr.  Chairnuin,  and  I  urfre 
you  to  retain  the  provisions  in  the  bill. 

Now,  iSIi-.  Chairman,  there  has  been  some  question  wliy  S.  neecls 
to  have  title  I  in  addition  to  title  II.  Mr.  Chairnianr,  for  those  of  us 
familiar  with  why  we  neecl  Farmers  Home  Administration,  in  addith>n 
to  Farm  (^redit  Administration,  the  ansNver  should  be  simple. 

I  have  always  noticed  that  Farm  Credit  administration  works  better 
in  an  area  where  there  is  strong  FIIA.  I  have  also  noticed  that  there 
vt^  always  some  credit  worthy  projects  l)adly  needed  to  attain  rural 
deNudopnieiit"  thaKsiiim>ly  cannot,  at  their  initiation,*  meet  the 

steni  credit  nM|iiirements  anik^^ollateral  backing  recjuired  by  the  title 
II  type  of  funding  through  sale  of  bonds  and  debentures  in  central 
money  markets.  Most  of  these  projects  will  graduate  to  sound  credit 
stjitus,  just  as  most  FIIA  borrowers  are  graduated  to  conventional 
creditoi-s.  J^ut  righf>at  the  begiVining  tliey  need  a  source  of  credit  to 
provide  venture  cnpitnl,  if  yoif  please,  to  get  st^irted.  If  we  are  to  re- 
vitalize and  recapitalize  rural  America,  as  I  think  your  subcommittee 
intends,  to  the  degree  nex'essary  to  bring  about  a  niore  general,  better  * 
balanced  national  growth  pattern  envisioned  by  title  I^^%pf  the  Agri- 
cultuvijl  Act  of  1970  over  the  next  3  or  4  decades,  theii  title  I  is  a 
necessary  complement  to  title  IT. 

Mr.  Chairman,  there  are  some  minor  improvements  T  would  like  to 
suggest  in  S.  2223.  But  I  do  not  w^ant  my  mentioning  them  to  detract 
one  bit  from  my  •^vholeliearted  support^ for  the  enactment  of  the  bill. 

One  improvement  I  would  like  to  suggest  is  that  private  and  public 
technical  vocational  schools  be  made  specifically  eligible  for  the  loans 
and  grants  provided  in  both  titles  I  and  II  for  the  manpower  traininjf 
and  develoj)ment  and  development  projects  tliey  are  capable  of 
sponsoring. 

Another  improvement  T  want  to  suggest  is  tliat  in  addition  to  the 
requirement  for  review  by  district  planning  and  development  boards, 
I  would  like  to  see  such  multijurisdictional  boards  rpnde  eligible  to 
receive  ])roject  planning  and  review  payments  so  that  thev  may  ade- 
quately expand  their  fetafffr  to  nndertake  the  work  that  will  be  j)laced 
on  them  by  S.  2223  if  it  really  goes  into  full-scale  operation. 

T  realize  that  this  might  be  considered  by  some  a  duplication  of  the 
present  70l  grants;  biit  let's  look  at  it  rather  as  payment  for  service 
rendered.  ' 

Third*,  I  am  not  so  sure  that  S.  2223  should  be  as  careful  as  it  is 
not  to  step  on  the  toes  of  EDA,  SBA,  and  other  Federal  credit  pro- 
grams, nor  so  careful  about  not  financing  rural  industry  p,t  the  ex- 
pense of  suburban  industry.  You^gentlemen  know  better  what  kind 
of  legislative  problems  you  are  up  against  in  getting  the  bill  through. 
But  .as  far  as  I.  am  concerned,  no  more  thari  EDA,  for  example,  is 
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doing.  I  would  just  as  sooji  you  sent  up  a  piograni  tliat  will  just 
simply  move  right  on  past  EDA  and  get  a  roaily  significant  rural 
*  development  credit  program  underway.  ^ 

Gentlemen,  I  deeply  appreciate  this  opportunity  to  lia^  visited 
with  you  about  the  investments  needs  of  rural  America.  , 

Mr.  Chairman,  my  interest  in  the  uatiou^itl  balanced  growth  i)olicy 
tliat  the  Congress  enacted  last  year  is  not  in  its  geography  and  eco- 
uouiicH,  as  impoi-tant  as  those  are,  but  most  importantly  because  of  its 
potential  beneficial  effect  upon  people — tlie  people  of  rural  America 
and  the  people  of  the /central  city  gnettos  particularly. 

It  was  my  privilege,  along  witn  other  witnesses,  to  attend  field 
hearings  as  a  member  of  the  President's  Commission  on  Kural 
Poveity.  ^^y/  .  .  ♦  \ 

(Jentlemen,  thrs  was  an  expth-ience  that  I  know  you  are  sharing  in 
your  field  hearings  of  this  subcommittee.  We  found,  as  I  know  you 
are  finding,  that  major  urban  problems  and  rural  problems  are  woven 
together.  As  Chairman  Humphrey  has  put  it,  the  crisis  flood  in  the 
ghetto  started'from  neglect  out  on  the  rural  watershed.  Our  Commis- 
sion found  r\iral  Americans  to  be  a  pro\id  people,  a  worthy  people,  a 
pex)ple  who  given  opportunities  for  good  paying  jobs  and  adequate 
community  services  would  o\it  produce  anyone  \inder  tlxe  sun  and 
enjoy  a  higher  quality  life  while  doing  so. 

Just  one  word,  Atr.  Chairman,  to  request  .wur  s\ibcommittee  to  give 
particular  attention  to  the  needs  and  capabilities  of  the  senior  citizens 
of  rural  America.  Our  experience  administering  Green  Thumb  and 
'  other  mainstream  programs  indicates  that  these  senior  citizens  need 
more  income  and  they  enjoy  having  a  job  to  earn  it. 

I  urge  y0u,  as  earnestly  as  I  can,  to  aj>prove  S.  2323  and  to  move 
it  toward  findl  enactment  as  quickly  as  you  caiur 

T,  and  the  organizations  with  which  I  am  associated,  stand  ready 
to  rtssist  yon  in  any  way  we  can. 

Senator  Htjmphret.  I  notice  one  paragraph  here  where  you  said: 
"I  have  always  noticed  that  the  Farm  Credit  Administration  works 
better  in  an  area  where  th'ere  is  a  strong  FHA." 

Mr.  Johnson.  Absolutely.  All  the  banks  work  better  in  an  area 
where  there  is  a  strong  FHA. 

•  Senator  Httmphrkt.  In  other  words,  it  provides  some  underpinning 
and  some  developmental  assistance.  \.  . 

Mr.  Johnson.  Certainly.  Well,  the  Farm  Credit  Admini5=1:ration 
never  did  go  far  enough;  the  banks  never  did  go  far  enough.  They 
werenit  set  lip  to  handle  the  rural  problems,  and  none  of  them  are  set 
up  to  handle  it  totally  now.  And  that  is  where  yotl  are  coming  in  with 
this  fine  thing  to  handle  it. 

These  people  that  spoke  here  this  morning,  this  type  of  financing 
folks,  they. never  were  set  up  to  handle  an3i:hing;  they  were  set  up 
to  come  in  and  get  the  gravy.  And  then  they  want  to  talk  about  tax. 
If  they  would  just  check  their  records,  the  ;rural  people  carr>^  the 
heaviest  burden  of  the  tax  programs  of  this  country. 

Mr.  Chairman^  I  have  talked  too  long  and  I  have  said  too  much. 

Senator  Hitmphrey.  It  has  been  very  fine,  Mr.  Johnson. 

Mr.  Johnson.  We  have  been  privileged  to  sponsor  a  lot  of  the  pro- 
grams. We  have  got  some  programs  out  there  now  that  we  don't  think 
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arc  rural  oriented,  even  tlio  economic  rural  dcvclopniont  program.  We 
have  ^ot  eight  of  them  in  Arkansas  and  we  are  spending  a  lot  of  money 
studying  them  oac^h  year.  And  Ozark  has  become  a  stiulying  i)rogram, 
a  research  program.  There  seems  to  be  a  treinejndhps  trend  this  day 
and  time  to  research  and  to  study.  Our  public  healtk  j^orvice  there  g()t 
a  half  a  million  dollar  grant  to  study  2  years.  Ljbr  \vluit  i  To  see 
whether  the  rural  people  needed  any  liealth  servic^^lj 

Senator  III  mimikkv.  Ves;  1  know.  '\*\\ 

Mr.  Joiixsox.  My,  tliat  is  one  of  tlie  silliest  tliiiigO  |!c('«'r  licnrd Of. 
Wv  are  undoubtedly  the  steiuiie.st  researching  ])(»()ple  U\^the  world,  ^\'e 
have  had  the  ])rivilegt'  of  spending  ^22  million  of  thc^ tjoVt'rnnuMit's 
money  sincr  HM).").  We  iiave  bandied  sev(>nfl  diti'erent"|>rofi:rains~  tlic 
neighborhood  youth  corps,  the  green  thuml),  tlie  displaced  fanners.  < 
We  have  Fjcen  in  tlie  training  business  for  oun  trade  scbijpls  and  our 
rollegcs  and  our  industries,  our  job  and  on-the'job  Irainiiijj  programs, 
and  tin*  hi»alth  l)r()grain  for  senior  citizens — aiul  I  M'ant  tO  say  this  to 
you:  We  know  in  Arkansas  what  the  needs  are.  We  can  pick  up  our 
pholie  aiul  jMit  a  i)rograin  into  eflect  tomorrow.  All  of  this  stuff  about 
studying  aiid  [)lanniug  is  for  the  birds.  'I'his  emergency  emi)loyment 
I)rogriim  thvy  have  got  now  for  the  (lovernoi-s,  we  have  got  5  million 
in  Arkansas.  The  rural  coilnties  in  Arkansas  got  '2  million.  It  isn't  a 
drop  in  the  bucket,  and  you  are  talking  about  an  emergency  program^ 

Labor  here  s(>veral  years  ago  gave  us  $2  million  in  Arkansas,  aud  we 
subcontractj'd  under  employment  security  for  a  half  a  million,  nonceii- 
tratetl  emplf)vment  program.  We  remo((eled  the  Fai'uiers  Tfome  Ad- 
ministration bofvowei's'  homes  where  they  would  get  a  grant  from  the 
Farmers  Home  Administration  for  $1,500  imd  we  would  go  'i»Hhvre 
with  a  training  i)rogram-and  completely  modernize  that  far^fj  home. 
And  you  never  bear  any  nu)re  alxait  it.  V 

So  w(»  hit  and  nm,  aiuj  don't  (lo  enou<^]i  to  s[)it  in  the  bucket.  Con- 
centrated employment  prograiii^  Wliat  is  concentrated  about  a  half  ;i 
million  dollars  in  Arkansas^  Why,  it  is  disgraceful  I 

Now.  I  would  hope—  and  I  am  going  to  say  thfs  and  hush  I  would 
hope  tfiat  we  end  tliis  darned  war  in  Vietnam.  Now,  you  know  and  1 
know  that  you  have  got  to  }iav(»  a  strong  national  budget.  You  liave 
got  to  have  that  money  going  out  if  you  are  goiiig'to  have  that  money 
coining  in,  and  we  Mant  to  take  that  money  and  spread  it  out  here  in 
this  rural  area  on  rural  development,  training  people  and  building 
decent  fa<'ilities  to  live  in.  It  is  a  disgrace  to  the  American  society,  the 
type  of  bonies  that  some  of  our  people  live  in,  and  it  doesn't  matt(»r 
M'lictlier  they  are  1)1  ack,  broN^v'n,  any  color;  they  arc  people.  They  are 
j^ll  American  citizens  and  we  ought  to  do  scmietliing  about  it.  And  we 
can  do  something  about  it.  Tliat  is  wliy  I  am  so  doggoned  glad  you  are 
back.  '  • 

Thank  you,  Mr.  Chairman. 

Senator  IIi'MPiinKY.  Thank  you^erv,  very  much.  And  I  only  wish 
that  ever  pei*son  in  the  Senate  could  have  heard  your  testimony. 
Mr.  Story. 

You  are  f rom  T^xington,  Ky. 
(io  right  ahead,  Mr.  Story. 
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.     STATEMENT  OF  BEN  H,  STOEY,  JB.,  LEXINGTON,  KY. 

Mr.  Stoky.  Thank  you,  Mr.  Chairman,  for  the  privilege  of  boing 

'"*Ki-8t  I  would  like  to  thank  vou  for  the  privilege  (M  appearing  here^ 
in  the  cause  of  a  bett<»r  rj^ralrurban  balance  and  onn)ehalf  of  Senate 
bill  S.  222^,  or  any  hill  and/or  aniendnieut  that  nirght  be  perfected 
to  further  this  cause,  '  ^    ,  , 

A  major  step  was  taken  when  Congress  committeed  itselt  to  a 
"sound  balance  between  rural  and  urban  America"  in  the  Agricultural 
Act  of  1970,  but  commitment  is  meaningless  without  implementation. 

A  few  we^ka  ago,  in  a  I^xington,  Ky.,  newspaper,  I  r^d  about 
the  Rural  Dovl^opnient  Credit  Act  introduced  by  Senatoi^  Talmadge 
and  Humphrey.  I  was  compelled  to  and  did  write  the  Senators  ot  my 
favorable  reactuwi  to  their  proposal.  .With  my  letter,  I  forwarded  to 
thrtin  copies  of  ^correspondence  I  had^in  August  of  1067  with  Dr. 
Robert  Weaver,  Secretary  of  Housing  and  Urban  Development,  cqu- 
cewiing  the  rural' migration  problam  and  its  probable  resultant  in- 
fluence on.cities.  This  resulted  in  an  invitation  to  support  my  premises 
before  this  committee. 

Migration  problems  are  not  new,  or  Is  migration  a  problem  per  se. 
Our  Nation  was  st^ttled  bv  migrants  from  Europe  seeking  a  new  world, 
and  our  country  developed  through  our  migration  westward.  But, 
the  crux  of  onr  problem  today  is  that  migration  has  reversed  as  people 
now  move  to  populated  areas  instead  of  away  frora  them.  Many  of 
our  rural  migrants  are  like  ricocheting  bullets  inside  a  tank.  The  poor 
are  trapped  in  the  center  cores  of  our  cities  wliile  thaaffluent  flee  to  the  • 
suburbs.  The  poor  rural  migrant  cannot  adjust  to  the  hostile  environ- 
ment of  t;lie  city,  and  the  affluent  urbanite  refuses  to  be  his  poor 
brother  s  keeper— or  his  neighbor.  TTie  Rural  Development  Credit 
Act  could  release  the  rural  migrants  from  the  exploding  tank  and  make 
it  e^x)nomically  possible  for  them  to  go  back  home.  It  could  ^five  some 
stubility  to  our  country  by  at  least  slowing  and,  hopefully,  reversing 
the  present  migration.      -  i_  -      t  n 

You  should  not  be  expected  to  give  credence  to  anything  1  will 
say  without  some  information  as  to  my  background.  So,  hoping  not 
to'boi:e  you,  I  will  attempt  to  give  you  some  deep  firsthand  reactions 
and  observations  of  a  former  dirt  fanner  and  rural  migrant  tunied 
real  estate  ai)p raiser  and  consultant. 

•  My  education  in  rural  migration  began  in  1923  when,  as  a  migrant, 
age  i),  my  pt^rents  rented  a  farm  on  a  50-50  livestork-crop  basis,  and  we 
moved  from  a  one-room  school  neighborhood  in  Fleming  County,  Ky., 
to  a  neighborhood  of  >viealthy  landowners  with  a  consolidated  school 
for  grades  one  through  12.  I  quicOdy  became  conscious  of  mv  relative 
status  ip  life  when  a  rich  old  landowner  poked  fun.  at  my  ill-htting, 
bargain  store  clothes,  *^  . 

My  contact  with  the  "outside  world''  was  still  limited  for  many  years. 
I  ffi-aduated  from  high  school  in  1931  but  couldn't  go  to  college  because 
of  lack  of  finances,  so  I  stayed  a  dirt  farmer.  World  War  II  orovided 
the  impetus  for  leaving  the  farm  at  age  29.  After  a  few  months  m  the 
service  and  at  30  years  of  age,  I  enrolled  at  the  University  of  Ken- 
tucky as  a  freshman.  Coming  from  the  Bible  Belt,  I  was  due  tor  many 
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?J.Sio,mf.'''?^"1f''"^t  ^"'.^  "'i^nitod  noith  to  Indiana  to  teacl. 
uxatioiml  agriculture,  but  in  the  early  lOSCTs  the  low  salary  of  feacli- 
Z  S'!:h?i""'h°  '•'^llftate  Since  fifen  I  have  lived  in  urban  a,'as, 
but  woilved  with  and  for  both  urban  and  rural  peonies.  I  know  per- 
s«  ally  what  ,t  i«  |,ke  to  be  homesick  and  lonely  for  t{,e  rural  lif, 
.r.MT?  l""  """1  /l'-«>'«  on  the  part  of  the  rural  migrant  to 

^,o  back  home  to  work  and  live.  Ovur  the  veai-s  I  have  talked  to  hun- 

relJ  v^.n  rT  I'";;P'V"!^  theirAmilics.  lit  me  cite  a  few  cases  wS. 
leall^  symbolize  the  desires  of  many  rural  mifrrants  today 

fn^^.^'°7'^'''''"'■V"'{""■^''"f^''"^^'■'  o''^>.'i"any  from  Wolfe  County.  Ky., 
lol  owed  an  uiM-lo'nortli  several  years  ajjo  to  seek  employment  When 
(  ontrol  Data  recen  ly  bu.lt  a  new  plant  at  Campton,  Wolfe  County 
Ky..  he  soufrht  einploynient  there  and  was  told  that  there  were  manv 
many  applicants  for  that  job  and  it  had  already  been  filled.  If  he  had 
he  opportunity  to  continue  his  work  here  he  wmild  immediately  move 
his  family  bac  k  to  Wolfe  County  to  live.  When  I  asked  him  how  many  * 
homesick  Kentuckians  would  come  home  if  jobs  were  available  he 
Htiuled  faintly  and  said :  "Thev  couldn't  build  enough  plants;" 
m,m       Y^'f  "'f^;"  ^«"nty.  Ky.,  I  employed  L  capable  younp 

man  who  had  just^ returned  home  from  a  northern  city  w-ith  his  wife 
and  two  children.  He  pfave  up  a  pood  job  with  a  computer  firfn  because 
he  was  homesick  and  unhdppy.  He  was  workin{r  for  $2  an  hour  as  a 
carpenter  when  I  met  liim. 

An  east  Kentucl^  coal  mine  disaster  recently  took  the  life  of  another 
younfr  man  who  had  also  just  returned  home  with  his  wife  and  chil- 
(irt-n.  10  return  he' gave  up  his  job  in  a  nort'liem  city  even  though  there 
was  no  work  hero  other  than  in  the  c<5al  mines  he  hated. 

An  embittered,  disabled  Vietnam  veteran,  "holed  up" "in  a  hollow' 
of  east  Kentucky,  stated  that  he  would  never  leave  home  again  no 
matter  what.  He  sai*he  would  make  out  some  way  even  thoui^i  tliere 
were  no  jobs  available.  .  >^  ' 

There  are  thousands  of  case  histories  of  how  deeply  these  people 
desire  to^live  in  their  rural  communities  and  what  sacrifices  they 
make  to  do  so.  Just  watch  .the  traffic  on  Interstate  76  southbound  on 
b  riday  evenings  and  northbound  on  Sunday  evenings.  Hundreds  of 
the"  car?  carry  Kentuclcy  natives  who  seek  relief  from  northern  cities 
on  frenzied  Weekend  trips  home.  Their  loneliness  and  homesickness 
result  from  the  attempt  to  adjust  to  the  strange  and  sometimes  hostile 
environment  of  the  city. 

You  don't  gain  awareness  or  much  knowledge  of  how  rural  people 
feel  from  a  textbook  Of  from  reading  the  newspapers.  You  must  get 
it  from  the  day-to-day  contacts  with  these  people — visiting  them  in 
their  homes,  roaming  their  fields  and  goods,  climbing  their  hills  and 
mountains,  and  most  important  of  all,  discussing  with  them  their 
loves  and  hates,  their  likes  and  dislikes,  and  their  dream  of  jj^s  and 
economic  development  for  their  rural  communities. 
/  They  understand  that  rural  America  has  acted  as  a  sponge,  absorb- 
ing the  people  when  there  were  no  jobs  or  when  jobs  were  scarce,  and 
releasing  all  of  the  people  except  the  very  old  and  the  very  young  when 
a  war  is  to  be  fought  and  the  men  are  needed  for  the  war,  andbthe 
women  needed  to  work  in  defense  factories.  They  understand  what 
tjjji'is  spongelike  action  does.to  a  society.  They  know  better  than  any  of 
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us  that  the  crisis  of  rural  Anieriotr^reated  the  crises  of  urban  Ameri- 
ica,  and  that,  likowise,  the  cure  must  llt^^'m  wh(M*e  the  illness  or^rinated. 

For  16  years  I  have  been  teaching  adult  ni^ht  classes  in  real  estate 
l)rincij)ieH  and  api)raisal  at  the  i^niversity  of  Kentucky.  My  teaching 
and  lecturing,'  has  also  led  me  to  Purdue  University,  Kentucky  State 
('ol lege,  Eastern  Kentucky  Ihiyersity/We  Kentucky  University, 
University  of  Kentucky  S6!nerset  Community  College,  Lexington 
Theological  Seminary  and  other  places.  Most  of  my  students  have 
been  natives  of,  or  were  living  in  rural  communities.  We  Imve  spent 
many  hours  discussing,  studying,  stewing,  and  even  swearing  at  the 
Government  about  our  rural-urban  problems. 

Unfortunately,  many  professional  nlanners  and  urbanologists  today  ' 
do  not  understand  rural  people.  They  propose  moving  these  people 
around  like  pawns.  Theoretically,  it  may  sound  like  good  economics 
to  transplant  people  from  depressed  areas  to  the  west  coast,  or  tg 
Texas,  or  to  some  other  economically  developed  areasj/but,  these 
planner's  have  no  concept  of  what  happens  to  family  life  and  to 
individuals.  ,  . 

In  Lexington  we  experienced  a  doubling  in  divorce  rate  in  1  year — 
105(>-57s  and  this  is^  the  year  our  largest  industiy  moved  into  town- 
International  Business  Machine.  This  increase  was  caused  by  fam- 
ilies migrating  to  Lexington  but  failing  to  cope  wijji  the  rapid  change 
from  rural  to  urban  li"fe;  Any  oaf  knows  that  you  6an  pull  up  a  young 
sprout  of  a  tree,  transplant  it,  a,nd  with  a  little  care  it  will  probably 
live;  but  he  alsoTcnows  that  i^ou  can't  pull  up  a  full-grown  tree  and 
transplant  it,  give  itia little  water,  and  expectit  to  live. 
^To  successfully  tpansplanl  that  full-grown  tree  you  must  treat  it 
tenderly  and  move  it  with  its  source  of  energy — its  roots  and  soil 
balled  and  burlapped — to  its  new  location,  mkny  supposedly  irrtel- 
ligent  Ph.  D/s  can  t  seem  to  understand  that  this  same  principle  ap- 
plies to  human  beings.  J'ortunately,  there  is  a  pljinning jpliilosophy 
today  which  incorporated  all  of  the  elements  ox  man  aj^^a  his  settle- 
ments. This  [)hyoso[)hy  is  called  Ekistics,  and  I  Itould  like  to  t^U  you 
briefly  how  I  learned  about  it. 

In  19?7,  having  decided  that  I  needed  to  gtudy  urban  problems  and 
planning  under  the  best,  I  inquired  of  some  planners  and  urban  re- 
newal people  where  I  might  go  to  get  the  knowledge  I  sought.  The 
Ekistics  seminar  at  the  Athens  Technological  Institute  in  Athens, 
(rreece,  conducted  by  Constantinos  A.  Doxiadis,  was  highly  recom- 
mended. So,  ,in  July  1007  I  att>ended  a  2-week  Ekistics  seminar  in 
Atljens,  and  while  there  I  vowed  to  do  something  in  my  own  small 
wavto  help  solve  the  rural  and  urban  problems  in  our  cotintry. 

After  returning  home  I  wrote  to  Dr.  Robert  Weaver,  Secretary  6f 
Housing  and  Turban  Development,  suggesting  that  Dr.  Doxiadis'  team 
of  Ekisticians  be  employed  to  study  our  migration  problems.  I  was 
confident  they  could  help  us. 

I  was  and  am  intrigued  by  Doxiadis  because  he  is  a  thinker  and  a 
doer— most  of  us  are  not.  We  have  many  people  at  this  moment  with 
their  feet  proppecjf  on  a  desk  thinking,  and  this  could  be  good.  And, 
we  have  many  people  doing  and  not  thinking,  and  this  could  be  good, 

But,  if  the  iniman  race  is  to  survive,  then  we  must  have  some  thinker- 
doei-s.  In  his  l)ook,  *^Between  Dystopia  and  T^topia,"  Doxiadis  writes: 
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"The  niasmi  thinks  at  iii^ht  ancl  builds  durino:  the  day.''  lu  his  sininle 
way  he  has  to  rex-oncile  the  two  personalities,  the  thinker-philosopher 
and  the  bniUler-arohitect.  If  he  has  thought  enough  about  his  work 
he  knows  that  he  cannot  phiy  (}od.  If  he  has  built  enough,  he  knows 
that  in  the  niornin*":  he  has  to  [)oui*  the  concrete. 

There  are  times  when  ])roblenis  (ire  so  ^nvat  that  tlie  doers  cannot 
waft  for\he  thinkers  to  finii^h  their  thinking.  Today  is  one  of  those 
times.  We  need  thinker-doeiK  We  need  quick  action  l^^e  President 
Roosevelt  took  in  the  thirties  when  he  iniplenjented  profjrams  such  as 
the  Farmers  Home  Administration,  the  Soil  Conservation  Service, 
juid  the  Federal  Housing  Administration,  and  like  Pi*esident  Xixou 
took  recently  when  he  recognized  our  Avorsening  economic  situation 
•  and  called  for  tlie  DO-day  freeze. 

My  field  is  not  political  science,  and  I  liav^  not  liad  time  to  study  as 
tlioroughly  as  I  would  like  bill  S.  222^5,  amendment  No.  153,  and  pro- 
posed amendment  S.  148;i,  but  I  studied  them  enough  to  know  tl*t  you 
are  thinking  in  the  right  direction  and  I  hope  that  you  will  innovate 
to  the  fullest.  " 

It  is  my  best  thinking  that  for  [)roper  rural-urban  balance  enough 
credit,  subsidy,  helj)  or  call  it  what  you  will,  must  flow  back  to  rjural 
area.H  so  that 'each  American  can  live  where  he  ])leases  with  e'qiial  op- 
j)ortuilHy  for  all.  , 

With  our  intelligence,  our  technology,  and  our  manpower,  is  it 
wrong  to  believe  industry  can  conle  to  the  people,  that  community 
colleges  and  training  schdols  can  come  to  tlie  people,  that  roads  can 
be  hard  surfaced  so  that  tliose  desir^Jlg  to  live  in  the  coimtryside  mav 
live  on  and  drive  to  work  and  school  over  good  roads?  Isn't  ea^i 
home,  urban  and  yural,  entitled  to  facilities  for  water,  gas  and  elec- 
tricity? Do  the  results  of  tlie  Rural  Electrification  Act- give  us  some 
indications  of  what  can  be  done?  I  ask  these  questions  to  suggest  the 
potential  of  your  bilk 

I  would  like  to  digi-ess  for  a  moment  and  tell  you  something  that  in 
my  opinion  is  basic.  People  must  have  jobs.  To  reason  with  a  man  he 
must  be  relativelv  conrrfortalble  as  far  as  shelter,  food,  and  clothes.  I 
will  say  to  you  that  the  WPA,  CCi\  and  the  "Happy  Pappy"  pro- 
grams were  not  good,  but  ihey  were  bet^r  than  nothing.  A  man  is 
nothing  but  a  vegetable  when  he  has  no  3ob\nd  when  his,pride  is  gone. 
]May  I  give  you  some  examples? 

Many  of  us  were  and  are  "survivahori^nted.■ '  As  a  young  farmer  in 
the  thiKies  T  w^as  conscious  of  soil  conservation  because  the  soil  was  tlie 
source  of  niy  survival.  J  was  not,  however,  concerned  with  the  social^ 
welfare  of  the  migrants!  drew  from  Appalachia.  I  was  (fftly  interested 
in  working  them  as  many  hours  a  day  as  possible  and  holding  their 
pay  at  $1  per  day.  Xo,  this  was  not  a  living  wage,  hut  it  wnis  all  you 
could  pay  when  tobacco  brought  7  cents  a  j)oinid. 

Today  in  appraising  rural  i)ropei-ties  we  find  many  residences  with 
a  bathroom  but  no  septic  or  sewage  system.  The  sewage  is  dumped 
directly  into  the  streams  with  no  embarrassment  to  the  rural  occupant. 
He  is  proud  of  his  bathroom,  but  he  can*t  affoit  a  septic  sy^em.  Can 
you  argue,  discuss,  or  del^ate  pollution  with  one  who  has  to  brush  snow 
from  the  toilet  seat  before  using  it  ? 
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Back  in  the  early  lOlJO's  there  was  a  tragedy  1  remember  very  clearly. 
A  ^niddl^-aged  man  with  a  largo  family  begged  a  wealthy  landowner 
one  day  to  let  him  raise  an' acre  or  two  of  tobacco  on  the  '^shares,"  and 
he  also  wanted' room  for  a  garden  and  enough  pasture  for  one  cow.- 

*  The  wealthy  landowner  said  no.  That  night  the  jmor  nuin  Imng  him- 
self in  a  tobacco  barrt.  When  told,  the  landowner  said:  **lf  I  had  of 
known,'!  would  have  let  him  raise  a  crop  of  tobacco  and  a  garden."  It 
must  be  admitted  that  even  today  matiy  who  desire  to  work  cannot  find 
work.  Do  we,  as  citizens  and  Congre^men,  become  the  **landb\N-ner" 

i  when  we  do  not  provide  jobs  and  opportunities  in  our  complex  society  ^ 
1  asked  my  friend.  Dr.  James  W.  Gladden,  of  the  ScwMolog}'  Depart- 
ment at  the  t  Jiiversity  of  Kentucky,  if  nty  thinking  was  correct — that 
many  people  still  wanted  to  work  and  did  not  want  handouts  and  gifts. 
He  referred  me  to  a  study  lie  had  made  for  the  Office  of  Economic 
Opportunity  during  the  period  1065-08,  titled  '^Family  Life  Stylei5. 
Socml  Participation  Mountain  Neighborhood,  Unit  No.  4,"  August 
,  1968.  This-study  was  of  t))e  ri/ral  in  Knox  County,  Kv.,  an(ron  page  a 
in  the  abstract  he  states : 

The  gr/PQt  majority  nre  stiU  resl.sting  chronic  dependency.  The  region  needa 
.  most  a  ^creative.  Imaginative  iwovlslon  for  economic  development  which  the 
'  national  OKO  d^cidfd  In  1065  and  again  In  106S  not  to  Implement. 

.  This  reinforces  my  thinking  tlnit  typically  the  poor  want  jobs  and 
equal  opportu^iity  rather  tiian  handouts.  A  our  bill  shouhl  <lo  much 
toward  providing  these  jobs  and  ecjiial  opnortunities. 

Earlier  I  nu^ntioned  Doxiadis  and  Eloi.stics.  Ekistics  is  denned  as 
"the  study  of  hmnivn--^ttlcments.''  It  is  my  inter))retation  that 
Doxiadis'  theory  is  that  all  discmlines  should  be  represented  when 
, planning  is  done.  For  example,  Doxijulis  had  a  toj)  p.sychiatrist  on 
his  program  oneflyear— in  11)06  he  had  Karl  Mennmger  on  the  pro- 
gram, and  somebody  said,  ''Why  do  yon  have  Karl  Wenninger  But 
Doxiadis  had  a  t<yi)' psych i at ri.st  on  Ids  program  because  it  w^miingly 
is  a  fact  that  there  is  a  direct  correlation  between  aoity  poorly  planned 
and  a  high  rate  of  mental  problems.  Now  we  ^ould  probably  all  con- 
cede that  in  our  urban  renewal  programs  we  PtaHcd  with  buildings 

•  instead  of  people.  I  believe  W(^  have  Ic^arned  that  Wi^  should  have 
started  with  people. 

^Attached  to  and  made  a  part  of  this  is  a  copy  of  my  letter  in  1007 
in  which  I  suggested  that  a  stiidy  be  made  so  that  ( 'ongn^ss  would  hav(» 
facts  so  that  they  could  make  proper  appropriations.  I  would  like  to 
read  a  j)art  of  that  letter:  n 

The  following  are  facts  as  I  Interpret  them  :  ,  e 

(1)  A  large  percentaRC  of  the  popnlntion  of  Appalachia  nnd  other  southern 
states  are  not  properly  housed,  educated,  fed  and  clothed. 

(2)  Farm  production  Is  ceasing  to  he  a  prohlem  aw  such,  but  one  conf^equence 
Is  that  many  humans  are  helnjr  forced  from  the  rural  areas  Into  the  urhau  areas. 

(3)  Tlie  miRrants  In  many  cases  are  not  ecpilppe<!  to  cope  with  tlic  nrltan  area  : 
and  miprntlon  should  he  slowed,  stopped,  or.rever.^ed  until  the  migrants  are 
prepared. 

(4)  From  all  If^dfcatlons.  If  present  factors  and  forces  continue  without  any 
effort  to  alter  them,  tliis  steady  northward  nilffraflon  will  continue. 

(5)  Many  studies  have  been  made  by  universities,  public  orffji nidations,  private 
orpanlzationj?,  and  Individuals:  but  to  my  knowledqe  no  study  encompasses  this 
entire  situation,  with  Its  positively  Interrelated  (althoujrh  they  are  not  Immedi- 
ately reco{:ni7.ed  as  .^uch)  causes,  tre/ids.  and  effects.     •  ^ 
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(6)  Unless  some  excellent  plans  are  made  nnd  implemented,  society  in  the 
Urban  areas  cannot  absorb  the  mi^ants  any  more  than  the  migrants  can  accept 
the  urban  ghettos;  and  in  this  perijod  of  transition  we  can  anticipate  an  increase 
in  riots,  crime,  dope,  divorce,  and  build-ups  of  -breeding  grounds  receptive  to 
communistic  agitjjtion. 

(7)  If  Congress  were  presented  broad,  comprehensivg, 'detailed  plans  and 
recommendations,  it  would  be  muck  easier  to  appropriate  money  than  with  vague 
and  piecemeal  plans. 

If  my  suggestion  or  a  similar  one  had  been  implemented,  then  today 
you  could  nave  the  facts  with  which  to  judge  your  course  of  action. 
I  talked  With  Dr.  Doxiadis  in  1967  and  I  asked  him  if  ifc  would  be 

Eossible  to  measure  the  cost  of  moving  industry  to  the^  people  in  the 
[nited  States  and  alsoTOeasure  the  benefits  that  would  accrue  to  our 
cities.  He  stated  to  me  that  it  would  be  pog^ible.  TJiis  was  shortly 
after  our  major  riots.  I  would  suggest  that  the  U.S.  (Government 
can  afford  the^est  and  should  use  the  sei  vices  of  Dr.  Doxiadis. 

Senator  Hujiphrey.  I  had  the  thought  in  mind  when  I  was  seeking 
the  highest  oflSce  in  the  land  that  a  number  of  these  demonstration 
cities,  not  the  major  cities,  but  some  with  a  couple  of  hundred  thousand 
opulation,  could  be  used  for  just  what  you  are  talking  about  to  see 
ow  it  would  wdrk,  to  see  if  it  would  bear  out  our  expectation.  I  think 
it  would.  I  think  you  are  right,  that  you  have  to  put  in  alHhese  services 
if  you  are  going  to  get  a  real  evaluation. 
,  will  you  continue. 

Mr.  Story.  I  must  fintsh  quickly.  I  am  sure  all  of  you  dreamed  and 
hoped  for  things,  had  them  within  your  grasp  and  then  they  have  been 
taken  away.  Please  don't  give  hope  to  rural  migrants  unless  you  are 
fairly  sure  you  can  implement  your  plap.  Riglit  now  many  poor  people 
in  the  cities  are  completely  disillusioned  because  HUD's  235  program 
for  existing  houses  was  suddenly  dipped. 

In  summary,  over  the  past  few  years  I  have  talked  with  many  people 
concerning  our  mral-urban  problems.  These  people  vary  greatly  in 
education,  income,  social  standards,  and  likes  and  dislikes.  They  have 
all  disagreed  with  me  and  with  each  other  on  the  causes  and  effects 
of  our  present-day  situation,  with  the  exception  of  two  things.  All  are 
in  accord  that:  (1)  It  would  be  good  if  industry  could  be  moved  to 
the  people  instead  of  the  people  having  to  move  to  industry;  and 
(^2)  that  one  of most  damaging  things  to  society  and  the  belief  in 
our  way  of  life  are  broken  Government  promises. 

Thank  you.  Senator.  It  has  been  a  pleasure  to  be  here. 

(The  letter  to  Secretdrj*  Weaver  referred  to  follows:)  c 

-  ( 

*  Ben  H.  Stoet,  Jo,.  Rf.al  Estate, 

Leamington,  Ky..  August  28,  1967. 

Mr,  KoBF.riT  Wf.avf.u, 

Secretary,  Department  of  Housing  and  Urban  Development,  Waahington,  D.C. 

Dear  Mr.  Weaver  :  Could  you  ust^  an  '^omnipotent,  aU  wise  one"  today  toJielp 
you  (liminiHf)  our  urban  probleius?  Tnfortunately,  we  have  uoue;  but  liow  about 
a  team  .of  experienced  Ekistlclana? 

Citizens  of  the  United  States  watch  your  every  nxove  even  as  the  rest  of  the 
world  watches  the  Cnlted  States.  Recently  while  In  Ikirope  participating  In  the 
annual  Eklstlcs  Seminar.  I  frequently  heard  questions  ^about  our  country  and 
the  most  common  was :  "If  you  can't  solve  your  problems  of  crimes,  riots,  poverty, 
etc.,  how  can  yon  possibly  help  us  solve  ours?"  The  Implication  from  the  unde- 
veloped countries  was  obvioa.«?. 
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The  purpose  of  this  letter  Is  to  suggest  that  you  consider  employing  this  team 
of  Ekisticians  to  make  a  comprehensive  study  of  the  interrelation  ot  housing  in 
some  of  our  nor  them  cities,  living  conditions  In  Appalachia  and  some  of  the 
poorer  southern  states,  and  the  continuing  northward  migration. 

The  following  are  facts  as  I  Interpret  them : 
•  A  large  percentage  of  the  population  of  Appalachia  and  other  southern 

states  jite'not  properly  housed,  educated,  fed  and  clothed. 

(2)  Farm  pro(fuctlon  Is  ceasing  to  be  a  problem  as  such,  but  one  consequeuce 
is  that  many  humans  are  being  forced  from  the  rurdl  areas  Into  the  urban  areas. 

(3)  The  migrants  In  many  cases ^are  not  equipped  to  coik»  with  the  urban 
area ;  and  migration  should  be  slowed,  stopped,  or  reversed  until  the  migrants 
are  prepared,  ^ 

(4)  From  all  indications.  If  present  factors  and  forces  continue^wl^hout  any 
effort  to  alter  them,  this  steady  northward  migration  will  continue, 

(5)  Many  Studies  have  been  made  by  universities,  pubiic  organizations,  privxite 
organizations  and  Individuals ;  but  to  my  knowledge,  no  study  encompasses  this 
entire  situation,  with  Its  positively  interrelated  (although  they  are  hot  ii^i- 
medlati^ly  recognizable  as  such)  causes,  trends,  and  erects. 

(6)  IJnless  some  excellent  plans  are  made  and  Implemented,  society  In  the  ^ 
urban  areas  cannot  absorb  the  migrants  any  more  than  thi^  migrants  can  accept 
the  ur^)an  ghettos;  and  In  this  period  of  transition  we  caiLantlclpate  an  in- 
cease  In  riots,  crime,  dope,  divorce,  and  build-ups  .of  breedln^^rounds  recej)tlve 
to  communistic  agitatlotL  '  , 

(7)  If  Congress  were  presented  broad,  comprehensive,  detailed  plans  and 
recommendations,  it  would  be  much  easier  to  appropriate  money  than  with 
vague  and  piecemeal  plans.  ' 

A  comprehensive  study  such  as  I  have  in  mind  would  cover,  among  other 
things,  the  following :  * 

(1)  the  level^  of  housing,  income,  education,  et  cetera  In  Appalachia  and 
some  southern  states  r 

(2)  the  changes  that  have  occurred  In  Appalachia  and  some  southern  states 
during  the  past  20  or  30  years ;  » 

(3)  a  tracing  of  movement  from  Appalachia  and  some  southern  states  to 
Ascertain  fina^  settlement  places;  levels  of  housing;  standards  of  living;  leveis 
of  education,  etc. ; 

H)  an  analysis  of  1,  2,  and  3  to  discover  what  effects,  if  any,  tliis  is  having 
In  the^northern  urban  areas ;  m 

(5)  if  the  movement  as  reflected  In  fT^,  3  and  4  above  Is  causing  degenera- 
tion in  our  cities,  then  recommendations  should  be  made  to  reverse  the  ^move- 
ment atod/or  prepare  the  migrants  so  they  wlH  not  contribute  to  degeneration ; 

(6)  an  ascertiVlnment  as  to  whether  apparent  Inevitahilit.v  of  Internal  mH;ra- 
tlon  within  the  United  States  should  dictate  changes  in  our  national  linnilgrn- 
tlon  pollclen. 

It  is  impossil)Ip  to' predict  what  a  comprehensive  study  nnd  pian  might  reveal. 
It  Is  entirely  ptif  sibh*  that  it  luight  convince  us  that  in  the  long  run.it  would  he 
better  so<'ial)y  and'economlcatly  to  bring  morc^idustry  to  our  rural  «rc«H.  (^'cn 
if  hy.  Kuhsidy.  thus  slowing  down  tlie  migration  and  ^riving  ns  time  condition 
the  rural  people  to  urban  living  prior  to  U\Mt  absorption  by  the  metropolis  and 
me{7alOf)oIiM, 

If  more  industry  must  be  moved  to  the  people,  then  precedents  liave  iieen  set. 
The  leaders  In  my  own  state  have  recently  f)**en  able  to  attract  indtistry  tiins 
slowing  migration.  With  the  rai)id  changes  in  technolosry,  computers,  satellite 
communication,  nuclear  power,  etc.,  there  may  he  little  n(^d  for  all  indu*<try 
to  he. In  or  near  otir  large  cItleR.  * 

The  only  organization  In  existence  whicli  I  believe  is  capable  of  making  such 
a  study  and  re<'onnnendatlons,  as  noted  above.  Is  Doxiadis  Associates  of  Wash- 
ington, I).(\,  with  home  offTccR  In  Athens,  (i reeve.  Tlils  r^rtfanlzHtiort  headed  hy 
the  brilliant  ("onstantlnos  A.  I)oxiadls  who  has  applied  Ills  new  discipline.  Ekis- 
tlcH.  to  mvh  problems  as  ours  for  many  years. 

I)  oxiadis  has  created  el  ties  and  worked  In  many  countries  in<-Inding  the 
United  States.  I  am  convinced  his  experienced  Ekistics  tejun  could  make  the 
study  we  need  and  come  up  with  alternate  plans  of  which  at  leant  one  would 
be  palatable  to  Congress. 


50u 


500  ,  .  . 

(VrUtinly  the  study  that  Khiive  in  mind  is  nn  ovcrwheliiyiiK  task.  Even  I)oxi- 
ndis  iniyflit  l)e  hesitant  to  undertaUe  it.  I  am  not  even  sure  he  would  gonHider  siioh 
a  study  unless  we  convinced  him  he  Mould  : 

( 1 )  have  the  I'ooperatioirof  our  many  universities  ; 

<2)  hen^iirfiitted  to  present  alternate  recommendations  hased  on  facts  he  finds, 
with  tho  ffual  dtM  ision  of  action  left  to  others  ;  and 
(3)  be  rcndcrin;?  a  i^vviit  hunmnitarian  service. 

Many  iieople  today — the  youuu,  minority  j?roni)s  and  others— seemingly  can- 
not for^rive  us  for  what  we  have- or  have  not  done  in  the  past.  iUit  the  past  is 
over.  We  look  to"  the,  future.  Afust  I  answer  this  question  years  hence:  "iiut, 
<}randpa,  after  the  sammer  of  11)1)7,  why  didiY^Oiow^l  do  something V" 
Sincerely, 

Ben  H.  Stouy,  Jr. 

Senatoi-  HrMPHRKY.  You  hear  the  bell.  I  am  going  to  have  to  leave 
y6u  in'a  minute.  Do  you  have  any  concluding  comments? 

Mr.  Stokv.  I  M0uld4ike  to  siJy  justt)ne  word :  Don't  forget  we- have 
got  to  furnish  jobs  to  people.  One  of  the  mog^f^troying  things  in 
oiri'  society  is  tho  people  that  cannot  find  work,  * 

Senator  IIuMrriREV.  Tliis  is  the  great  gap  tlfat^  see  today  in  all  of 
our  economic  thinking.  We  are  all  terribly  disturbed  about  inflation, 
and  about  otlun*  things,  buf  there  isn't  enough  attention  paid  to  l^ow 
we  can  provide  these  jobs.  We  have  20  million  moiJc  people  conning 
into  onr  work  force  in  the  next  5  years,  and  with  millidns  of  people 
^already  nnemjMoyed,  that  is  going  to  mean  a  large  unemployment. 

And  this  ran  oat  the  heart  out  ot  people  and  the  spirit^  out  of  the 
""Nation. 

xAIr.  Story.  I  appreciate  that  very  much. 
.  Senator  Hu^mrREY.  \\liat  is  yont  present  work? 

-Mr.  Story.  I  am  an  appraiser  in,  i-oal  estate  and  I  advise  people 
what  to'do,  people*that  owh  farms,  own  land,  and  colleges,  what  to 
do  with  their  propei-ties,  and*  things  like  that. 

Senator  ITuMPHREr.  You  have  had  this  educational  background 
and  experience,  and  it  is  very  helpful  to  the  committee. 

Mr.  St6ry.  I  didn't  get  to  college  until  I  was  30.  I  was  raised  on  a 
dirt  farm,  ilnd  this  gave  me  an  opportunity  to  really  know  what  it  was 
like  and  I  came  here,  I  hope,  representing  all  the  people  hurt  by  this  . 
:  rural-urban  imbalance,    :  \ 

Senator  HrMPimEY.  I  will  let  you  go  now,  and  thanlc  you  very 
'much.  -  / 

With  res[)ect  to  the'multijnrisdictional  ^r^pneral  pnrpose  area  wide 
nlanniiig  and  deveTv>pnient  districts  iitilized  and  pfivnirtliened  in  tht5 
Farm  and  Eural  Develon'nient  CrediBfcffislatibn.  S.  2223,  Chairman 
Talniadcre  of  the  Pomniitteo  on  Agrii?flKte  and  Forestrv,  our  parent 
committee,  roouoj^ted  the  Department  of  iTousing  and  T"^rban  Peyclop- 
inent  for*  additional  inf^nA^tion  to  sup])lement  tli.at  pmvided  in  the 
orifi^inal  report  on  Federal  q^stance  to  planning  districts  under  title 
TX  of  tlm  Agricultural  Acjt  of  1070.  The^enponse  of  the. Department 
has  now  l)een  receiv/»d.  It  i)rovides  a  complete  picture,  inf^ofar  as  the' 
Department  of  TTousiiur  and  T"rl)an  Development  has  it.  of  the  organi- 
zation, s-t  a  fling,  and  fnndinfif  of  the  districts  under  the  1008  amendments 
to  the  se^^tion  701  nlanniniJ^  gjcants  projrram  as  adopted  in  4008.  Since 
this  new  material  has  not  been  publislied  elsewhere,  and'since  the  jn- 
fonnotion  Jins  a  direct  )>earinir  on  au  important  .institution  upor^which 
we  relv  in  the  rural  development  credit  system,  T  request  pe,rmission 
to  inVei-t  the  rep6n«e  of  the  Department^of  Iloitsing  and  Urban  De- 


%  ■ 


501  '  . 

velopmeiit  in  the  hetiririg  n^conl  at  tins  point.  Without  objection,  so 
ordered.  ,    ,  - 

(The  information  is  as  follows :) 

TiiE  Skcrktaky  op  Housing  and  T^rbax  I)kvet.oi»mp:nt. 

Hon.  Herman  E.  Talmadoe.  V 
Vhainnan,  Committee  on  Ai/ricultut^e  and  Forestry, 

r.S.  f{enate,  -  . 

Waahinijiton,  B.C. 

De^b  Mr.  (^hairman  :  Tins  Is  in  reply  to  your  letter  of  June  4,  requestiuK 
addUional  Information  on  uonmetropoUtan  district  planning  and -Vei'tlon-TOl 
of  the  Housing  Act  to  supplement  the  November  30,  1070,  rei)ort  to  Congress, 
submitted  pursuant  to  Section  j)Ol(c).  Title  IX  of  the  Agriculture  Act  of  1070. 

The  enclosed  statement  and  materials  should  provide  the  Informatmn  you 
requested.  However,  If  you  should  desire  further  Information  please  let  uJMcnow.^ 

Sincerely,  ,  .  ^  t» 

,  George  Romney. 
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Information  on  a  Distbict  by  District  Basis 


The  following  re«plle"s  are  In  narrative  form  rather  than  ta'bular  fonn  *)ecause  1 
the  answers  apply  to  aU  of  the  HUD-asslsted  agencies  listed  in  attachment  num-y 
bei*  two  of  the  November  rei)ort.  Specific  points  are  as  follows :  ^ 

BOUNDARIES  OF  DISTRICTS 

The  "boundaries  of  all  districts  hnve  heen  lega,|ly  established  V  "ffl^^^a^  ^tate 
action.  AU  boundaries  are  established  by^lther  State  law,  governor's  proclama- 
tion or  with  the  governors  concurrence.  ^  ^  .  " 

DISTRICT  OOVEHNING  BODY*  ^  ^  • 

-  The  official  governing  body  of  eaf  h  district  Is  organized. 

'  DISTRICT  PROFE^JSIONAL  STAFF  , 

We  do  not  have  district  bv  district  data  regarding  their  staffing.  The  "701" 
program  does  stronglyj  encourage  the  building  of  a;;ency  staff  capability  rather  . 
than  reliance  wholly  upon  consulta^it  services.  Last  year  we  did  conduct  a  very 
general  survey  of  onr  fl^ld  offices  as  to  the  staffing  of  districts.  The  results  of 
the  general  survey  indicated  that  approximately  00  percent  of  all  districts  Ipive 
one  or  more  full  time  professionals  em^loyetl.  Approximately  oO  pertHint  of  all 
districts  use  consulting  services. 

OFFICIATE  RECOGNITION  OF  DISTRICTS 

All  of  fhe  districts  on  the  list  have  been  deteyinlned  eligible  and  have,  been 
provided  assistance.  Although  tlie  Dei^artment  does  not  have  an  official  registra- 
tbm  T>ro<H^ss,  since  we  have  determined  them  to  be  eligible  one  could  my  that  that 
constituted  official  recognition. 

DISTRICT  FUNDING  UNDER  "70 1" 

The  amount  of  fujids  which  have  been  provided  by  the  Department  under  Sec- 
tion 701  to  nonmetropolltan  districts  for  fiscal  year  lOGO^and  1070  are  sliown  on 
page  three.  Table  1,  of  the  November  report. 

/ 

AMOUNT  AND  NATURE  OF  /OTHER  FEDERAL  FUNDING 

We  do  not  hjive  information  T'egnrding  the  amount  of  other  federal  funds  which 
have  been  used  by  districts.  A^  Indicated  In  the  fourth  paragraph  of  page  four  of 
the  November  report  there  are'  several  federal  programs  which  are  frequently 
used.  That  list  indicates  the  nati??e  of  other  federal  assistance  which  Is  available. 
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AMOUNT  OP  STATE  ANP  LOCAL  FUNDING  OF  DI8TUICT8 

We.do  not  have,lnformatlon  on  the  amount  of  state  and  local  funds  provided  to 
dl^rlcts,  except  to  say  that  the  required  matching  funds  for  "701"  grants  have 
b«»n  provided.  The  enclofsed  report  by  the  Council  of  State  Governments  (In  note- 
book) and  the  copies  of  ^tate  enabling  legislation  will  provide  you  some  Informa- 
tion in  this  regard,         y  » 

AMOUNT  AND  NATUUE  OF  FUNCTIONAL  AND  PBOJECT  FUNDS  MADE  AVAILABLE 

TO  DISTBICT8 

We  have  no  Information  as  to  the  amount  of  functional  and  projects  planning 
funds  which  have  been  made  available  to  districts.  As  to  the  nature  and  source 
of  such  funds,  please  refer  to  the  enclosed  three  page  listing  of  functional  plan- 
ning programs  as  of  1969.  We  do  not  have  Information  as  to  their  usage. 

DISTBICT  P0WEB8 

Enclosed  are  three  ctTples  of  state  lQ||MQtlon  and/or  governor  s  proclamations. 
These  will  provide  you  detail  InfornflBh  on  the  powers,  duties  and  re8pon.sl- 
bllltles  of  districts  by  state.  To  the  beSt^  our  knowledge  only  Arkansas  districts 
have  the  power  to  carry  out  development  (construction). 

(Note.  Material  cited  on  file  with  Hural  Development  Subcommittee.) 

As  requested,  enclosed  are  three  copies  of  State  legislation  and/or  governor's 
proclamations.  There  are  a  small  number  of  states  which  did  not  respond  to  a 
request  for  this  information,  therefore  the  enclosures  are  not  complete  for  all 
fifty  states. 

(Note.  This  material  is'on  file  In  Rural  Development  Subcommittee.) 

HI8T0BY  OP  BEQUESTS  AND  APPB0PBIATI0N8  tTNDEB  SECTION  701 

For  convenience,  your  question  has  been  divided  Into  three  parts.  The  first  part 
deals  with  requests  and  appropriations  for  all  of  Section  701.  The  second  part 
identifies  requests  and  expenditures  for  nonmetropolitan  districts  (Including  Eco- 
nomic and  Local  Development  Districts).  Your  Items  re:  commitments  and 
expenditures  have  been  combined  into  one  Item  as  they  are  essentially  the  same. 

fin  millions  of  dollars) 

\»  Fiscal  year—  > 


1969        1970        1971  1972 


Pt  I.  Compreh«nsive  planning  Rrants  summary: 

Amount  recommended  bv  HUD   , 

Amount  dPM^oved  by  OMB  X  

Amount  in  Presidential  budftt   ... 

Authorization  limitation.    > 

Amount  appropriated  

Pt.  2  Nonmetropolitan  aroav/ido  funding  summary*. 

Amount  recommtndod  bv  HUD    

Amount  approved  by  0MB  

Amount  in  Presidential  budget  _  

Amourit  appropriated   .  '  .   

Amount  expended  (actual)     


69.0 

120.0 

75.0 

125 

55.0 

60.0" 

60.0 

100 

55.0 

60.0 

60.0 

no 

418 

4-60.0 

+60.0 

85 

43.  a 

50.0 

50.0 

9.0 

14.0 

6. 98 

5 

4.0 

4.5 

3.0 

5 

4.0 

4.5 

3.0 

5 

(2.  2) 

(1.9) 

(2.3)  ... 

.8 

2.7 

»3.2 

>  Donotes  estimate.  ^  '  ^ 

Note:  Figures  in  the  above  table  line  ittm  indications  in  bud({et  request.  Appropriations  nrs  not  by  line  item.  Tht 
amount  of  appropriation  shown  above  indicates  the  result  of  actual  appropriations  for  the  "70r'  j^rogram. 

Part  S.  This  la.st  part  Is  hi  naAtlve  and  covers  the  remainder  of  the  Items  in 
your  question  on  appropriations  and  expenditures. 

nEfiAHDINQ  THE  NUMBER  AND  AMOUNT  OF  APPLICATIONS  FILED  BY  DISTRItTS 

Tlie  number  and  amount  of  applications  filed  by  districts  are  for  all  practical 
pur^joses  the  same  as  the  number  and  amount  of  api)Ucatlons  approved  (which  Is 
shown  In  the  ll.sting  In  the  November  report).  Applications  are  not  prepared 
unless  there  18  reasonable  certainty  as  to  funding.  In  any  event,  the  Department 
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do^  not  re<'t»ive  tipplications  from  diHtrictH.  Rather,  they  are  Hubniitted  to  tlie 
States  who  have  full  administrative  responsibility  for  nonmetropolitan  districts 
and  supervision  (^f  their  performance. 

BEOABDtNO    C0X0BE88I0KAL    LIMITATION    017    TOTAL    FEDERAL    EXPENDITUUES  AND 
PEES  IDE  NTIAL   WITHHOLDING  OV  APPHOPKIATEl)  FUNDS 

Neither  of  these  have  affected  the  assistance  available  nnder  Section  701. 

FEDERAL  PLANNING  ASSISTANCE  PROGRAMS 

 ^  Z  „^  

*  Fiscal  year 

*  '  1969 
Departmtnt  Itvtl  of 

Program  aiency  fundi n|   Enacting  law 


Generat  purpose  planning: 

Comprehensive  planning  assistance  -  HUD  (UMAA)___ 

Urban  information  and  technical  assistanco  ^...do  

Community  development  training  do  

Community  renewal  program  ^_  HUD  (RHA)  

Regional  action  planmng  commissions  Commerce 

(EDA). 

Functional  planning  programs: 

Economic  development  area  planning  do  


Economic  development  district  planning  Commerce  

Economic  opportunity  planning  development  program 
grants: 

Subprogram  A-Migrants  OEO  (CAP)  

Subprogram  B  -  Community  action  agoncios  ,do_,*  

Subprogram  C  Neighborhoods  in  Model  Cities.   do  

Subprogram  D  State  Economic  opportunity  offices,.  ._    _  _do  .  .   

Air  pollution  CDntrot  planning...   .     HEW  (PHS)  

Planning  and  technical  assistance  for  the  igtng.  HEW  (SRS)  

Appalachian  regional  development     (ARC)  

National  historic  preservation  USOl  (NPS)...  . 

Federal  aid  airiH)rt  program  '   DOT  (FAA)  

(Model  cities  program  planning   HUO  (fi^CA)  


Juvenilo  delinquency  prevention  and  control   HEW  (SRS)  

Comprehensive  law  enforcement  planning   .  Justice  (L£/\A)-. 

Comprehensive  outdoor  recreation  planning  assistance  USDI  (BOR)  

Urban  mass  transportation  studies   OOT^MTA)... 

Do   ...   :  HUO  (UMAA)... 

Federal  aid  highway  planning^   DOT  (FHA)  


Comprohansive  water  and  sewer  system  and  solid  waste  USDA  (FHA)  

management  planning. 

Soltd  waste  management  planning   HEW  (PHS)  

Water  and  related  land  resource  Water  Resource 

Council. 

Comprehensive  water  quality  administratlqp,...   INT  (FWPCA)... 

Comprehensive  water  quality  management  planning.  _   do.,  

Statewide  comprefiensivo  health  planning   HEW  (PHS)  

Areawide  comprehensive  health  planning  do...  

Elementary  and  secondary  education  program  planmng  HEW  (OE)  


Higher  education  facilities  comprehensive  planning  grants  do  

program. 
Project  planning  programs: 

Urban  renewal  survey  and  planning  advances  HUD  (RHA)  


Airport  advance  planning  and  edfineering  DOT  (FAA).. 

Resources  conservation  and  development  USDA  (SCS). 

Watershed  protection  and  flood  prevention  do  


42.j_  Public  Law  83  500. 

0       Piiimc  Law  89^  764, 
19G6. 

5.0     Public  Law  88-560, 
1964. 

8.2     Public  Law  86  372, 
1959. 

3.7     Public  Law  89-136, 
1965. 

.76   Public  Law  89-136, 
1965. 

4.54   Public  Law  89-136, 
1965, 


.16 

3.3 
1.0 
.31 

0 

1.9 

1.55 
.83* 

0 

22.12 

5.0 
19.0 

.72 

5.0 

1.5 

65.41 

4.50 

2. 00 
2.602 

.10 

1.25 
7.37 

7.0 


4.0 


18. 20 
.83 


.83 
1.25 


Public  Uw  89  794, 

Do. 
Do. 
Do. 

Public  Law  90-148, 

1967.  ^ 
Old  Amer  Act.  1965. 
Public  Law  81-4.  1965. 
Public  Law  89-665 

1966. 
Public  Law  79-377 

1946.  ^ 
Public  Law  89  754 

1966. 

Public  Law  90 -U  1968. 
Public  Law  9&-351 

1968. 
Public  Law  8a  578 

1965. , 
Public  Law  88-365 

1964. 
Public  Law  88-365 

1964. 
Public  Law  89-564 

1966. 
Public  Law  87-128. 

196L 
Public  Law  89-272. 
Public  Law  89-80. 1965. 

Public  Law  84^0. 19th 
89  753. 1966. 
.Do. 

Public  Law  89-749. 
1966. 
Do. 

Elementary  and  sec- 
ondary education 
amendments  of  1967. 

Higher  Education  Facili- 
ties Act  of  1963. 

Public  Law  81-171. 

1949. 
Public  Law  79  -377. 

1946. 
Public  Law  87  -703. 
Public  Law  83-566. 

1954, 
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Senator  Hvmphrf.y.  One  major  feature  of  S.  is  its  reliance 
npon  the  financial  subsidiaries  of  t^e  areawide  ^^eneral  puqmse  plan- 
ninjif  and  development  districtvS  of  tl^  States. 

Tlie  Kural  Development  Credit  Bankin<r  System  would  rely  heavily 
1  on  District  Rural  Development  Credit  A^^encies  to  i)mvi(le  financ  ial 
assistance  to  local  banks  and  imits  of  ^a*ueml  ^^overnnient  to  extend 
cretlit  to  borro\vei*s  to  establish  and  operate  rural  development  proj- 
ects. Borrowers  would  purchase  votin^^  shares  in  the  district  agencies 
and  ultimately  become  their  owners  nlon^  with  participating  local 
banks  and  imits  of  government  which  would  also  be  autliorized  to 
pun  hase  voting  stock  in  the  district  financial  a^ncies. 

The  district  financial  agencies  in  turn  would  own  voting  stock  in 
and  own  and  control  the  iV^nonal  rural  development  banks. 

Moreover,  each  loan  and  ^rant  application  as  a  condition  of  approval 
must  be  checked  out  by  the  nniltijurisdictional  general  purpose  plan- 
ning and  developnuMit  district  board  to  determine  the  proposed  proj- 
ect's consistency  with  the  an»awide  nhin  developed  for  the  district. 

The  council  of  State  ^overnnuMits  has  compiled  an  excellent  ivfer- 
ence  source  smnmarizin^  State  action  toward  establishment  of  sub- 
state,  areawide  planning  and  development  districts,  which  will  be  the 
parent  institutions  of  the  distri("t  financial  agencies  establishexl  luider 
S.  I  request  unanimous  consent  to  insert  this  doctmient  in  the 

record  of  the  hearing.  * 

(The  summarv*  is  as  follows:) 

State  Action  Towaud  Estabusiimcnt  pt*  Scb-State  Distiucts 

The  enclosed  Biimmary  is  part  of  a  Courii-il  of  State  (iovermnentK  study  of  ntate 
experience  In  Implementing  the  Interfjovernmentul  Cooi>eratlon  Act  of  1  IMPS.  The 
8tudy»  funded  by  the  U.S.  DeiMirtnient  of  IloUKlng^ttH^  T'rhan  Development,  re- 
jwrts  upon  reciirrlnff  problems  In  Implementation  of  tnv  Act,  and  offers  recom- 
mendations for  federal,  state,  and  lowil  action  toward  (JVercomhig  thera. 

State  action  toward  establishment  of  sul>-«tate  districts  is  clearly  associated 
with  eff^icttve  Implementation  of  the  Act.  Tlie  proje<*t  notiacation  and  review 
system,  established  by  OMB  Circular  A~95,  provides  a  u.seful  management  tool 
for  state  and  local  ele<'tiHl  officials.  Maximum  effectiveness  dej^ends  uiwn  the 
development  of  a  coordlnatlve  planning  protess  at  state  and  areawide  levels  and 
subse<iuent  linkage  of  tlmt  process  witli  t!ie  clearinghouse  function. 

The  enclose<l  report  summarizes  state  action  toward  establishment  of  sub- 
^stajfe  areawide  planning  and  development  districts,  which  provide  the  planning 
es^ablllty  necessary  to  the  A-i).')  project  notification  and  review  system. 

■A 

EEOTOX  I 

Connecticut 

Connecticut  has  ador)te<l  a  system  of  fifteen  sub-state  [banning  districts.  Since 
July  1069,  responslbinty  for  delineation  or  re<lellneatlon  of  Connecticut's  district 
l>oundaries  has  l>een  locat^l  in  the  Office  of  State  Planning,*  Department  of  Fi- 
nance and  Control.  (Public  Act  628  of  1960.) 

District  organizations,  called  Regional  Planning  Agencies,  are  formed  at  lo<*al 
initiative  under  Chapter  127,,  General  Statutes.  Thirteen  agencies  are  presently 
staffed  and  operational.  Connecticut  Statutes  al.so  allow  for  the  formation  of 
regional  councils  of  elected  officials  Tv^thin  the  district  boundaries.  ^ 

iState  support  to  the  Regional  Planning  Agencies  Is  by  regular  appropriation 
and  provision  of  technical  assistance. 

A-~95  Clearinghouse  review  Is  carried  out  by  the  Regional  Planning  Agencies 
except  for  those  which  fall  within  the  jurisdiction  of  the  Tri-State  Transporta-* 
tlon  Commission.  The  five  Regional  Planning  Agencies  within  the  Commission 
area  are  Involved  In  the  review  process,  but  the  Commission  Is  the  official  clear- 
inghouse. 
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Federally  initiated  8Ub-«tate  i)rograms  geiieniliy  conform  to  CounWticufs 
district  deiineation. 

Maim 

The  oiDelal  designation  of  snb-dlstricto  in  Maine  io  based  on  PL  19C9,  Chapter 
3S2,  Section  5,  which  ^ivva  the  (;^)Vernor  of  Mai  no  authority  to  dt^lKnate  olilclal 
.  re({ional  plannlnj^  and  development  dbstrlctn.  Thlfl  law  alno  requires  that  the 
(3<)vernor,  before  establishing  mvh  boundaries,  Bhall  obtain  throiifth  the  State 
Planning  Office  all  relevant  information  related  to  thl«  tafjU  and  afford  all  part  lea 
affwted  adequate  notice  and  an  oijportunlty  tu  pr€»^;ent  their  views.  The  (Jovernor 
may»  after  coui^ultatlon  with  the  State  Plannln^r  Office,  revise  the  dewlfrnatlon  of 
dlHtrlcta  to  reUect  changing  couditlona  or  othenvlse  to  fullUl  the  puf  ji^itieM  of  this 
law. 

The  State  Planning  Office  haa  established  eight  tentative  ofl^al  regional 
planning  districts  for  the  state.  Tlie  eight  major  drainage  ba»hm  Rviaine  serve 
as  the  framevirork  for  deislgmitlon  of  Its  official  planning  district m.  Thet^e  dlfltrlcta 
will  be  large  In  Hlze  but  Hinall  In' number  ho  that  they  can  enc<imjmKJi  m  many 
environmental  and  development  problems  at3  pos-^lhle.  Environmental  proteitlon 
will  bo  a  major  consideration  In  the  designation  of  these  official  districts.  The 
eight  tentative  districts  are  now  being  reviewed  with  regional  planning  directors, 
niunicipal  officials,  state  agency  heads  and  federal  agencies.  Formal  and  detailed 
recommendations  will  be  submitted  to  the  Oover^ior  for  his  action,  and  designation 
Is  expected  J^y  inJd-1071. 

Although  only  two  metropolitan  districts  have  the  A-03  review  process  at 
present,  all  official  regional  planning  districts  will  eventually  iMW^esa  nuch 
functions. 

In  addition,  they  will  perform  the  following  four  major  functions: 

(1)  Tomprehenslve  regional  planning  and  areawide  review  iinthorlty  for  fed- 
eral, state  and  local  programs  and  projects. 

(2)  .Sorve  as  a  govi^rn mental  home  for  various  federal,  state  and  local  develop- 
ment activities  fluch  as  OEO,  K1>A,  Regional  Water  Resources  manning  and 
Control  and  Social  Planning  and  Development. 

(3)  Act  as  a  vehicle  for  the  stimulation  and  performance  of  governmental 
functions  on  an  areawide  basis  through  councils  of  governnK^nts  or  other  cooper- 
ative arrangements. 

(4)  Serve  as  an  agency  to  receive  and  a<linlnlster  federal  funds  for  regional 
organizations  and  inter-governmental  cooperation  on  conmjon  areawide  problems. 

MoHsachmetts 

Sub-^tate  districting  Is  undergoing  change  In  Massachusetts.  The  state  presently  ' 
utilizes  a  set  of  twelve  planning  an<l  development  districts.  The  districts  were 
established  under  several  pieces  of  legislation  over  a  period  of  several  years. 
Three  districts  were  established  by  special  legislation  at  state  Initiative  (I)uk€»s 
C'o  Old  Colony,  and  MAPC)  ;  two  under  special  legislntlon  at  local  Initiative 
(Cape  Cod  and  Franldln  Co.)  ;  one  (SK  Mass.)  by  state  Initiative  un<ler  a  gen- 
eral enabling  statute;  and  the  rc^malnlng  six  by  localMnltlatlve  tmder  the  same 
enabling  legislation  (Chapter  40B  General  Laws  1955  as  amended  In  lOW). 

These  twelve  districts,  which  Include  09  percent  of  the  stJite  population,  are 
prtmaHly  utilized  for  regional  planning  and  development  |)urposes  and  are  sup- 
ported by  state  appropriations,  the  provision  of  technical  advisors  by  the  state 
and  federal  funds  under  the  HCD  701  program  and  other  federal  sources. 

In  all  cases,  they  are  public  iKjdles  and  must  have  a  professional  staff.  The 
percent  of  public  official  participation  varies  with  the  legislation  under  which 
the  district  was  organized.  All  twelye  districts  serve  as  A-1K5  Clearinghouses,. one 
Is  an  BDD,  and  several  coincide  with^LEAAs. 

Massachusetts  Is  currently  adopting  a  nfew  set  of  eight  administrative  districts. 
The  change  is  required  under  administrative  bulletin  65  (as  flmended). 

Tlie  major  accent  under  the  new  el^t  region  arrangement'wlU  be  upon  provi- 
sion of :   ;  - 

(1)  administrative  districts  for  state  departments; 

(2)  groupings  of  service  delivery  areas ;  and 

(3)  geographic  areas  for  program  planning  coordination  both  within  and  be- 
tween state  ageilcies  and  different  levels  of  government 

Federal  programs  administered  on  a  sub-state  basis  will  be  brought  Into  con- 
formance as  the  districts  are  made  operational. 
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Xi^c  Hampohire  ^ 

H€»venttH»n  i4uh-otate  (llj4trlftH  were  detJigiia-twl  by  exeodWe  o«l<»r  December  26, 
IWJH.  Tbpt;e  are  currently  utilizfKl  for  both  planning  and  administration  purposca 
FoiH*^  are  currently  tttxiffe<l  and  opc^rationul  and  five  otliern  are  nearly  ready  to 
be^ln  functioning.  DIotrictn  are  mipported  by  tbe  provision  of  state  staff  asslcl' 
a  nee  iind  through  wtate  administered  701  plannin;^  a  rmi  stance  trnintw.  Diatrirt 
or(;uni^tion»  ar<^  ei4f;(||tiuiry '  rej^ohal  planning  eomtni^^^ionzj  er^tablii^hed  under 
»tate  enabling  legi.Mlation,  with  membeni  nominatcKl  by  the  planning  board  of 
each  municipality  and  appointed  by  the  municipal  ofEcera 

Rhode  Island 

Rhode  Inland  han  determined  that  the  development  of  a  syatem  of  mil>-Htate 
di:itrict^4  i»  unwarranted  at  tbe  prenent  time.  State  officially  cite  Ithode  ItMand's 
nmall  Hizi»  and  relative  economic  and  i^ocial  homogeneity  as  the  primary  factors 
in  the  deciflion. 

Vermont 

MulM^tate  districting  in  Vermont  is  currently  undergoing  change.  At  present, 
the  Htate  has  fourteen  Bub-ntate  areaa  sanctioned  under  (^hapter  24,  Vermont 
StatuteH  annotated.  The^e  arean  provide  a  ba^ifl  for  the  eKtabllwhrnent  of  areii- 
wide  planning  organizattonn.  District  organizationa  are  Regional  Planning  Gom- 
mimdonn  and  meml)erehip  by  a  municipality  is  voluntary.  Members  are  appointed 
by  participating  municipalitieR  with  no  requirement  for  eh»cted  offldala  Profer> 
flional  otaff  in  encouraged,  and  staffing  io  supported  by  regidar  state  appropria- 
tion. Under  the  existing  arrangement  the  districts  serve  as  A-fto  Clearinghouses. 

Vermont  is  In  the  process  of  revising  district  bouhdaries  for  planning  and  ad- 
minlHtrative  processes.  The  Advisory  Committee  on  Administrative  Coordination 
has  recommended  that  a  f;et  of  seven  subotate  difitricts  for  regional  planning  and 
state  administrative  processes  be  established.  These  districts  will  also  be  estab- 
lished for  coordinating  federal  activities. 

tiegislation  to  implement  the  recommendations  of  the  Advisory  Committee  on 
Administrative  Coordination  is  now  before  the  1971  session  of  the  Vermont  Gen^ 
eral  Assembly.  It  Is  expected  that  the  bills  will  be  enacted  into  law.  / 

UEoioN  n 

Neto  York 

New  York  state  has  established  eleven  Comprehensive  planning  and  develop- 
ment regions.  These  are  utilized  for  local  planning  efforts  arid  provide  an  area- 
wide  focus  for  functional  planning  by  state  agencies.  Delineation  of  boundaries 
was  originally  carried  out  by  the  New  York  State  Office  of  Planning  Coordina- 
tion in  consultation  with  the  various  state  departments  and  agencies  and  local 
governments.  The  regions  were  then  declared  by  Executive  Order  #44  as  the 
official  comprehensive  planning  and  developmont  regions  of  New  York  state. 
Regional  organizations  have  been  established  at  local  Initiative  under  Article 
5~G  and/or  Section  239-b  of  the  state's  General  Municipal  Law.  These  sections^ 
enable  multi^juris^ictional  planning  bodies  and  Interlocal  cooperation.  AU  re-* 
glonal  agencies  are  public  bodies,  and  professional  staffing  Is  a  prerequisite  for 
state  support. 

State  support  Is  provided  by  state  matching  of  fe^ral  planning  assistance  funds, 
state  functional  planning  funds,  and  provision  of  technical  and  staff  aaslstance. 

Federal  programs  administered  on  a  sub-state  level  utilize  New  York's  re^onal 
boundaries,  and  regional  boards  have,  been  designated  as  A-05  Clearinghouses  In 
ten  of  the  eleven  regions.  *  * 

New  York's  accent  in  sub^state  districting  has  been  upon  st^porting  local 
initiative.  The  Governor's  executiye  order  requires  state  agencie^^  to  utilize  re- 
gional boundaries  In  their  functl6nal  planning  activities  unless  It  Is  Infeaslble 
for  them  to  do  so.  Tlie  order  also  requires  state  agencies  to  review  the  extent 
to  w'hlch-  their  administrative  operations  might  conform  to  the  same  regional 
boundaries. 

Neto  Jersey 

New  Jersey  has  not  designated  sub-state  districts.  Sixteen  of  New  Jersey's 
twenty-one  counties  are  metropolitan  and  participate  in  tnetropolltan  area  wide 
planning  bodies.  The  remaining  five  counties  are  not  contiguous  and  each  is  con- 
sidered an  areawide  planning  unit  Bach  serves,  as  well,  as  a  non-metropolitan 
A-95  Clearinghouse. 
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Delaware 

Bccaoso  of  its  small  size  and  relative  eociul  and  (HH>nomlc  bomogenolty,  Dcla* 
ware  has  m)t  undortaken,  a  sub-state  districting  eystm. 

The  state  clearinghouse  carries  out  A-95  review  of  non-metropolitan  areas  of 
the  fjtate, 

• 

Martftand 

A  statewide  system  of  officially  designated  fmb-stato  districts  does  not  yet  exist 
in  Maryland,  At  present,  the  state  utilizes  an  incomplete  set  of  snb-state  units 
created  incremontally  and  for  varied  purposes.  Now  in  existence  are  two  coun- 
cils of  govomment,  two  regional  planning  councils,  sections  of  multistato  planning 
and  development  agencies  and*  a  council  on  Appalachian  Maryland  created  by 
executive  order. 

^Maryland  Is^  moving  incrementally  tpward  odoption  of  a  system  of  seven 
officially  designated  distrii-ts  and  delineation  is  roinplete.  Formal  adoption  of 
the  system     expected  to  be  aecompllNhed  by  executive  order.  review  for 

non-met i^opolitan  di^trlcti  is  carried  out  by  the  Maryland  Department  of  State 
Planning* 

Peiimifti'ania 

I\>nnSylvania  baa  a  long  standing  tradition  of  Hub-istatc  organization,  al- 
thou;;h»  at  present,  no  Mingle  t^pt  of  dlstrlctu  has  been  offii'lally  designated  for 
seneral  use.  Bince  deHnitlon  of  thirteen  state  planning  regions  in  1()64,  a 
varFrty  of  activities  have  been  carried  out  on  a  Hub-^tate,  multi-county  bat4ia. 
In  HHiH,  six  Human  Service  Rejjions  were'adopted  by  gubernatorial  action  as  a 
framework  for  the  adminlNtration  of  uiue  major  t^tnte  programs. 

Ten  regional  planning  and  development  orsaal2fition«  are  now  op(>rating 
within  Pennsylvania,  nIk  of  which  are  outKrowths  of  the  Appalachia  program. 

IVunaylvanla'H  hmlv  regional  policy  Is  currently  undergoing  extensive  re- 
(^xamiuation.  Among  other  things,  a  uniform  Hy{4tem  uf  ten  dft^tricts  is  being 
proiioKt^d  as  a  bciHlw  for  unifying  the  fragmented  diRtrlrting  situation  now  existent 
in  the  rommoinvcalth. 

Virffittia  »  . 

A  statewide  system  of  yub-state  districts  was  mandated  by  the  Oencral  Ab- 
sembly  In  July  11)08.  when  the  Virginia  Area  Development  Act  became  law. 

Tr^-enty-two  planning  dlRtriet^  were  delineated  July  HHJJ)  by  the  Division  of 
Htate  Planning  and  Copimunlty  Affairs.  Local  governmeiitt4  in  a  planning  dlntrlct 
may  organize  a  planning  district  commlsTiion  (PDC).  but  participation  i»  volun- 
tary. Planning  di^^trict  eomniiasionf;  have  l>een  organized  and  fitafTed  in  nineteen 
districts  which  encompass  93  pejrent  of  the  state's  population. 

PDOs  are  public  bodien  supported  by  regular  Htate  appropriations  which 
currently  toUi  750.000  dollars  per  year.  To  be  ellglbleT?)r  Mtate  grnntn  a  com- 
mission must  liave  employed  a  professional  t4taff.  The  ntate  also  provider  t<H'hnl- 
cal  assistance  to  dlstrict^^. 

PI)Cs  engage  in  areawide  intergovernmental  planning  and  coordination  of 
planning  effortFi  at  the  local  level.  Their  policy  making  bodies  mu^t  have  a  major- 
ity of  elected  officials  with  at  least  one  from  carh  member  Jurlsdiotlon. 

Virginia  has  encouraged  federal  agencies  to  f<H*u8'^fdlninlHtrutlon  of  their 
programs  through  PDOa  ^Ix  PDCs  are  local  development  districts.  Five  arc 
oronomlc  development  diistriets. 

(Combinations  of  POCs  has  been  designated  af4  air  quality  control  reglon.q  and 
they  are  also  designated  as  both  metropolitan  and  non-metropolitan  701  com- 
prebensive  planning  agencies.  They  aIho  have  re^ponHlblllty  for  A-Oa  review. 

Several  state  agencies  have  voluntarily  c^^nllgned  adnilnli^flratlve  dlHtrlctn  to 
coincide  with  PDC  boundaries.  In  addition,  an  executive  order  Is  being  ronsldered 
Ijvhlch  will  bring  about  the  realignment  of  mo«t  other  state  administrative 
districts  to  coincide  with  PDC  boundaries. 

West  Virffinia 

At  present  West  Virginia  do^s  not  have  officially^  established  sub-state  dis- 
tricts. The  state  has  utilized  an  eleven  region  pattern  established  in  1965)  under 
the  Appalachian  Redevelapmjent  Act  as  an  ad  hoc  baisiH  for  areawide  plauuln;:. 

lieglfiiiation  introduced  in  the  1071  legislature  would  enable  tlie  establlishmont 
of  a  system  of  multi-purpose,  sub-state  dl.'^tricts.  Tnder  the  proptised  legislation, 
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dplini^ution  would  takr  plmt'  within  a  f5fn»riH<-  timp  |M»ri<Kl  fr<«ii  pasmiKr.  OrKani- 
zutioiial  and  fuiH-Hoiiai  charactf'riNtics  of  tlip  dintHct  or>fanl/.atl«)nK  are^lnoludiHl 
in  thi»  penditiiT  bill  whch  U4«<enta  achievpint^nt  of  uniformity  in  f«H!«»ral  program 
adminiHt ration  and  coordination  of  local  planninf;  ami  devclopnimt  aetivitleB. 

> 

UMilON  IV 

Sul»-Ntatc  diHtrictlntc  wuh  mandati^d  l)>v  A«  t  of  limi),  Kxcnitirei Order 

#24  (.hdy  V.mi  d<**«ijai«tf<l  H;?ht  (ilannin^  aiul  d*^viopn»ent- districts.  I'ndcr 
Act  I12tv  n*Kioitai  planning  iind  dcvcpJT>incnt  conunls>d(Mm  niny  Ih>  established 
within  the  de^icmited  distrh-tH  thron(;h  the  cxcrrirtc  of  lircal  initiative.  Re^^ionnl 
4*4mMniKKi1onj4  niruit  incl\ide  nt  l«»5iRt  thret*  contiffuonH  count U»f<  ;<nd  more  tlian  one 
may  «'xif;t  within  a  dlKtrict.  'Hiere  are  prefi«»ntly  nine  XMimirilMfiions  CQverin^f  all  of 
Mix  districttt. 

I>}f5trtct  tK)nmhiri«*«  provide  a  r'ouHnon  preocrrapUlc  hjiHis  for  state  pliinninpr  nnd 
pn»;rraimnlnK.  iuiiff>fm  alijznment  of  fi»*lorally  Inltiatefl  wdHs;tate  programs,  and 
arejiwlde  crNyrdl nation  of  Un-tiX  plannlnp^.  He^lonal  (*onnniNsir>nfl  serve  as  A-05 
riearlnKhOTiPef?  wliere  they  have  sufflfient  j^taff  cnpabllity. 

Florida 

State  action  in  establi«hlntc  Mub-ntate  (HstrictM  IniH  l»een  mlninuil.  A  ItHW  re>^)- 
hition  of  the  l^^orida  State  IMnnnln^  and  Hndoet  (\>innriHslon  re<*oinmended  a  Ret 
of  itnlf(M*tn  dlHtrirtfj  an  a  ^ddeiine  for  Icwal  Initiative.  Knrtlier  nction  \mti  been 
liiuite<1.  however,  and  the  ofllclal  KtatuH  of  the  district  imtteni  hn«  t)ecome  aJn- 
bi^O^'MW  dne  tf)  Mub^eipient  tfovenrmental  reorjjaniznttJMi  and  a  chnn^^e  of  adminis- 
tration.  MnltirJurlRdlctlonal  area  wide  pliundn;;  In  carrie<l  oat  in  metn^polltari 
areaH  l>y  retrional  plannlntr  commiMHionK  enabliMl  binder  Chapter  100,  Florida 
sfatiiti*?)  or  by  HiMK-lal  Io<'al  act. 

(frorffin 

Sul>-Ntate  diNtrict;#  are  an  inteKnil  |inrt  of  (JeOrffia'M  pinnuine:  fitnu*titre.  There 
Jire  pref4«»ntly  nineteen  mich  Ixwliet*,  forme<l  at  loc:il  initiative  imcier  (ie<^nrin'« 
(;enipnil  IMannini:  KnablinK  Act  of  WKu  ian  amended),  (;e<>r{,da  A<-t  1060,  of  11)70, 
^    and  (Seor^la  .\ct  5,  of  1J)7I  which  relates  only  to  Metropolitan  Atlantn. 

Tlie  nineteen  di«trict«.  calle<l  Aresi  Planning  and  l)evelopnK»iit  (Vwnmissions, 
form  a  wtatewlde  network.  The^^e  nre  wnpf^ortefl  by  a  retmlar  state  appropriation 
biLf;e<l  on  a  miitcbinf;  formula  which  alhnvH  up  to  .^<to.(XX)  annually  to  each  Plnn- 
nlnff  and  Development  Commission. 

.\n  district  commissions  are  public  bodies 'and  the  proportion  of  elected  official 
repre*<entatlr)n  Ih  lo<'ally  deterndned.  All  i>ineteen  Area  Planning  and  Develop- 
ment (\>mml»sionfl  are  In  full  operation  with  profeHnlonal  HtaffH. 

While  the  focus  of  Oeorffla'R  Area  Planning  and  Development  CommlRsions 
hn«  be^'U  upon  developinjc  and  coordlnatinpr  arenwide  mnlti-juriHdictionai  plan- 
ning:, they  alKo  serve  as  a  basis  for  coordination  of  federally  asslffted  Hub-state 
programs.  All  nineteen  dlNtrlcts  have  been  officially  deNi^^rtiated  ns  A-95  <'learlnR- 
houscM.  twelve  are  Kconomic  Development  Dlstrictp.  six  serve  as  local  Develop- 
ment Districts  for  Appalachla.  Tn  nddltion,  all  nineteen  are  "701"  ngencies  and 
are  re«|)on«ible  for  Tiaw  Knforcement  Aff^^lstance  Plnnning.  Several  districts  serve 
an  Comprehensive  Health  Plniuiln^^  Areas  and  the  bonndarb«s  of  several  districts 
are  cotennlnouM  with  those  of  Community  Action  Agencies. 

While  wevernl  of  (JeorRla's  Htate  rip:encies  are  utllizInK  the  district  boundaries, 
the  state  Is  currently  revlewluK  all  existing  sub-state  dlstrlctM  to  place  n  greater 
emphasis  on  a  uidform  set  of  dlstrlrtfl  for  planning  and  program  administration 
aetivitleB  at  the  local,  state,  nnd  fe<leral  levels. 

Kftiturkf/ 

Kxecntive  Order  07^233  estJibllshi^fl  fifteen  innlti-pun>''«e  Area  Development 
JMstrlcts  for  Kentucky.  At  present,  twelve  districts,  nre  organized,  stnflfed,  and 
oprratlng.  vfe 

State  assistnnce  Is  provided  by  state  mntcldng  of  federal  plnnning  assistance 
funds  and  provision  of  plnnning  nnd  progrnmming  nsslntaiice  on  request.  Orga- 
nl/>atirMuil  rcrpdrenuuits  are  ndmlnlstratlve  nnd  nre  prerequlslties  for  state  as- 
sist a  nco.  Kxecutive  Order  0JMr>3  dcMlgnnted  the  orgnnlzed  distrirts  as  A-^95 
Clearinghouses.  , 

At  preKcnt.  twelve  distri<  ts  serve  as  **70r*  ngeiicies.  seven  ns  Krjinomie  Devel- 
opment District>:.  and  f1V4'       r.<M-al  Developnient  Districts.  All  are  utilized  ns 
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€oiul>teheiislvo  Healtb  Planning  Arpus.  All  state  flgeneles  are  InBtructed  to 
recognize  the  district  delineation  as  the  basis  for  administration  of  ntate  programs. 

Mississippi 

Miasisslppi  has  a  ^yntem  of  teu  sub^state  plannlns  and  development  districts, 
with  all  eighty-two  counties  irarticipatiiig.  Seven  of  thene  dintrlctH  receive  as  their 
primary  source  of  support  planning  grants  from  the  Kc*onomie  Development  Ad- 
ministration. Three  districts  are  funded  by  tbe  Appalachian  Regional  Commis- 
sion. 

The  ten  districts  servo  as  A/-05  Regional  Clearlngliouses  for  federal  programs, 
<I    working  with  the  Coordinator  of  Federal-State  Programs,  Office  of  the  Governor, 
OS  the  state  clearinghouse  and  the  coordinating  state  agency  for  the  districts. 

Seven  of  the  districts  have  been  deMignate<l  as  Economic  I>evelo|)ment  Districts 
by  the  ICconomlc  Development  Administration,  and  the  three  Appalachian  Local 
Development  Districts  have  been  authorized  for  designation  as  economic  develop- 
luent  districts.  % 

Matching  funds  for  district  administration  are  provided  through  tax  revenues^      .  / 
from  the  counties  under  Heetlon  2011.3  and  Sections  2890.5-01  through  2890.5-4)8, 
MisslH5dppl  Code  of  1042,  Recompiled. 

Certain  of  Mississippi's  iilunning  and  development  districts  serve  as  housing 
authortties,  enga(^»  in  muniKiwer  tniining,  adniinlHter  programs  for  the  aging, 
and  administer  701  comprehensive  planning  nMsiNtnnce  programs,  and  all  of  the 
districts  provide  n  broad  range  of  other  technical  assistance  and  planning  serv- 
ices for  local  governments  within  their  boundaricH. 

The  districts  receive  no  direct  state  appropriations  at  this  time,  but  state  plans 
call  for  legislation  establishing  a  uniform  structure  for  the  dlHtricts  nlong  with 
regular  financial  support. 

Both  state  and  federal  agencicH  are  Increaniugly  relying  ni>oii  tJiene  districts  for 
sub-state  planning  and  develoimicnt  purpOHen. 

North  Carolina 

Seventeen  multl-jurlHdictional  planning  regions  were  designated  by  Executive 
Order  #3  In  May,  1070.  f?tate  refiiwnsibility  for  enconraglng'  mnlti-jnrisdic- 
tlonal  planning  Ib  mondateil  in  Section  143-341(6):  North  <'nrolina  General 
^    8tatutej4  (as  amended  iJn  1969). 

Some  form  of  organization  exif;tH  in  all  but  one  of  the  seventeen  dl^tHcts,  al- 
though they  do  not  in  <»ach  inHtance  utilize  state  delineated  boundaries  exactly. 
Recently  established  agencies  linvt*  orgiinized  through  local  initintive  under  gen- 
eral state  stiitutcH  enabling  (>onncilH  of  governments  or  other  interlocal  co(»|iera- 
tive  arrangements.  There  Im,  therefore,  no  Mingle  predominant  organization 
structure  at  present.  The  state  encourages  structures  which  nrp  closely  linked 
to  local  governmenta  Organic tions  of  city  imd  county  officialH  hnve  encouraged 
council  of  governments. 

State  Hi]p|H>rt  is  provided  through  KtnfT  and  technicol  a«HiKt;iTice.  and  the  flscol 
1972  budget  will,  if  appnived,  provide  a  state  appropriation  to  aHSi^t  regional 
organlzadons,  ^ 


Motion  toward  alignment  of  federally  initiated  »uh-fi^ate  programs  is  underway. 
Comprehensive  Hen  1th  Planning  Area.^i  approach  complete  aligiunent  and  Law 
Enforcement  Assist  a  nee  AreaH  are  completely  \.  aligned.  Kconondc  Development 
Districts  and  Local  Development  Districts  are  undergoing  realignment  into  the 
district  pattern.  Four  uiuUt-county  regiouK  have  been  designated  as  A-O.l  Re0onal 
ryearinghoufies.  Tliree  additional  regions  have  been  designated  as  regional  denr- 
inghousen  on  an  interim  basis.  State  agencies  ore  adoiitlng  the  delineation  at 
present.  To  the  extent  that  can  h#»  determined,  federal  agencies  are  also  conform- 
ing to  the  multl-i'onuty  alignments. 

Soitth  Camiina 

The  official  delineation  of  ten  multi-purpose  snb-state  districts  wns  ndopted 
by  executive  order  in  Morch  HWW>.  Planning  and  devt^lopuiont  organizntions  have 
I>een  formed  in  all  of  the  ten  districts.  Tliese  orgnniKiitions  are  created  at  local 
initiative  and  can  be  coimdis  of  governments  or  regional  planning  comnilsslotis. 
All  are  public  bodies  andtf^xlst  In  form  and  function  imrsua'nt  to  the  Ktate*s  ci^;nH 
prehensive  planning  ami  zoning  Knabling  Legislation  Act  4Si  of  1967. 

The  ten  planning  and  developnjent  organizations  are  provided  state  staff  ami 
technical  assistance  (m  a  repdnr  basis.  Sfnte  financiai  support  is  anticipated  on  a 
formula  basis  In  fiscal  yeor  107.^.  nie  planning  organizations  serve  as  A-^i).") 
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Caearinghouses.  All  receive  **70V*  Af^iHtunce;  law  enforcement  aHsii^unce,  and  out- 
door recreation,  liistoriful  preservation,  highway  safety,  traiisportaUon,  aud 
water  and  sewer  funds.  .  . 

Other  uses  of  the  official  district  delineation  are  areawlde  health  planning  and 
cooiierative  areii  maupower  planning.  One  diHtrlct  Is  a  locul  development  district, 
four  are  economic  development  districts,  and  four  are  rewnirce  conservation  and 
development  districts.  T>vo  diKtricts  have  been  selected  aH  -pilot"  areas  by  the 
Sotith  Carolina  rural  development  committee.  Community  action  agem*y/ttso  of 
the  official  pattern  la  beginning  l«)  emerge.  • 

Seventeen  state  agencies  utilize  tlie  official  sub-state  districts  as  geoglftphic 
basin  for  the  planning  and  delivery  of  state  programs,  •  ^  *' 

Executive  Order  17  of  1968  designated  eight  planning  and  development 
regions  for  Tennetisee.  A  subsequent  amendment  added  a  ninth.  The  districts 
are  multi-purpose,  but  focuH  upon  planning  for  e<onomlc  development 
'  Six  of  the  dlHtricts,  covering  sixty-eight  |)orcent'of  the  poi>ulatIon,  are  org% 
nizetl  under  the  prtnlHlons  of  (^hapter  ia-1401  through  13-1411,  Tennessee  Code 
Annotated.  State  support  Is  offered  through  a  regular  appropriation  (matching 
funds  to  a  maximum  o,f  25,0(K)  dollars),  tlnd  provision  of  coonllnatlon  with  state 
agencies. 

Dlstrlcts.are  re<iulred  to  be  public  bodies  and  have  an  approved  work  pro- 
gnini  In  order  to" receive  state  mipport. 

FtMlerally  lnltlate<l  8ul>-8tate  programs  are  largely  In  alignment  with  the  dis- 
trict delineation,  4nd  numerous  state  agencies  utilize  the  districts  as  geographic 
bascH  for  functional  plapning  and  delivery  of  state  programs. 

REGION  V 

I  Ah  of  December  31.  lUTO,  Illln*iis  hiid  not  curried  out  a  NUbstate  ditftrlcting 
>t>ro(VH«.  In  early  1071,  however,  the  state  iindertook  an  effort  to  establlnh  a  two- 
'^tlered  syNtem  of  districts  fwused  Initially.  u|K)n  creation  of  uniform  areas  for 
adininistnition  of*  state  prf)grams.  The  propo.sal  Includes  a  first  tier  of  large 
regions  for  state  purpo5;es  and.  ultimately,  a  second  tier  of  smaller  sub-regions  for 
n»glonal  planning  and  administration  of  federal  sub-state  programs. 

Formal  adoption  of  the  system  Is  expected  to  have  Jeen  accompll^med  by  ex- 
e<  utlve  order  by  April  15, 1071. 

Indltnia  * 

tTxecutlve  Order  l»-68  designated  fourteen  multi-county  planning  and  devel- 
opment ifegions.  The  order  urges  recognition  and  adoption  of  the  regions  by 
state  agenclea  and  establishes  the  Indiana  IMvision  of  Planning  as  the  admin- 
istrating agency.  Seven  state  agencies  currently  utilize  the  boiindaries. 

At  present,  none  of  the  state  designated  districts  have  organized,  and  federal 
sub-state  program  administration  is  only  jmrilally  In  <t)nformaffre  with  regional 
boundaries.  A  proiK>sal  for  a  statewide  network  of  regional  planning  agencies  Is 
currently  under  consideration  by  the  Indiana  legislature.  A  number  of  councils 
of  government  are  In  existence  under  general  state  statutes  for  Interlocal  co- 
ojieratlc^n.  / 
Michigan 

Thirteen  state  planning  and  development  regions  covering  the  entire  state  are 
officially  designated  by  executive  directive.  The  directive  requires  conformance 
where  possible  by  state  agencies  in  functional  planning  and  delivery  of  govern- 
mental, services.  While  Michigan's  emphasis  to  date  has  been  upon  utilization  of 
regional  boundaries  for  state  administration,  delineation  was  designed  to  support 
the  evolution  of  a  uniform  system  of  multi-purpose,  sub-state  units. 

Michigan  Statutes  enable  establishment  of  multi-county  regional  planning  com- 
missions and  economic  development  commissions  up^n  local  initiative.  Sub-state 
organizations  presently  include  two  councils  of  goyemments,  two  metropolitan 
area  regional  planning  commissions  and  six  orgaiiizations  which  combine  the 
characteristics  of  regional  planning  commissions  aPd  economic  development  com- 
mlasions  under  Michigan's  Enabling  Statutes. 

The  state  does  not  yet  provide  financial  support  to  sub-state  regions  and  a 
uniform  comprehensive  planning  capability  do4s  not  yet  exist  within  the  re-f 
gional  boundaries.  /  j 
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Adpainlitratlon  of  federally  Initiated  sub-atate  programs  doea  not  generally 
'conform  cb  the  state  regional  delineation  Pattern. 

Minneaotm 

Stat©  aJtion  toward  efltabllahmeut  of  Kub-t^tnte  dli4trlctr3  haw  progreaRe<!  rapidly 
in  Mlnne*ta  slm»e  11MJ9.  i:nder  <:hapU»r  1122,  11MJ9  Mlnnetiotn  Laws,  the  Governor 
in  hlH  r(/e  as  State  Tlannlng  Offlcor,  Is  onipowered  to  deslffnate  aub-atate  "(level - 
opment/eglona" 

ExecBtlve  Order  #«S7  (4/3/69)  establlflhwl  a  system  of  eleven  eaieh  region  a  to 
be  utlifzed  for  miilti-jurisdi(»tloualyegional  planning,  and  for  admlniotration  of 
fedec^Uy  lnitiate<l  MUb-state  programs.  BxecMitlve  Order  #00  (6/70)  and  ii  sub- 
(^eo^iit  amendment  (12/70)  realigne<i  the  original  pattern  aligbtly.  L'nder  the 
tunendment  to  Eset  utive  Order  #60,  one  regicm  wan  divided  Into  two.  The  reaiilt- 
Ants  twelve  'district  pattern  will  be  adopted  In  final  form  upon  petition  for  Re- 
gional Development  Commi^^bmH  by  the  newly  created  regiono. 

I'nder  ('liapter  1122,  regional  organizations^  are  public  bodies  and  are  aupp(»rted 
by  the  state  through  ad, hoc  approprlationt^  aijd  proviaion  of  te<-hnleal  and  staff 
assistance.  One  Regional  Development  ComnUssion  has  organized  under  the  chap- 
ter provisions  and  a  second  is  expected  to  dcrso  in  1971. 

One  additional  region  is  organized  under  the  legislation  establishing  the  Twin 
fMtles  Metropolitan  Council  and  is  unique  in  its  relationship  to  state  and  Iwal 
governments. 

('Ompliance  by  federal  agencies  administering  sub-stnte  programs  Is  expected 
to  follow  flnallzatlon  of  the  districting  pattern.  Districts,  once  organized  and 
carrying  out  regional  planning,  will  be  dealgnatwl  as  A- 95  Clearinghouses. 

Ohio 

Ohio  has  not  yet  undertaken  official  state  designation  of  a  uniform  set  of  nub- 
state  districts.  The  existing  structure  Is  based  upon  ad  boc  arrangement  of  e(»un- 
dls  of  government  and  regional  planning  commissions.  These  agencies  carry  out 
areawlde  planning  and.  In  metropolitan  areas,  sen  e  as  A-95  Clearlngbouses. 

State  support  to  sub-state  organizations  is  currently  limited  to  provisions  of 
"regional  advisors"  and  technical  assistance. 

The  state  Is  currently  studying  a  proimsal  for  the  establishment  (»f  ^  two- 
tlere<l  system  of  mnltl-puri>ose  districts  and  enabling  legislation  (House  lUll 
#26)  was  lntr6duce<l  In  the  1971  legislature. 

\MnronMin 

Ex(*cutlve  Order  #22  (August  1!>70)  designated  a  set  of  eight  snbstate  dis- 
tricts In  Wisconsin.  The  dlMricts  are  undtl-purpos** ;  Nervinf  as  geographic  units 
for  i)lannlng  and  delivery  of  state  programs,  coordination  of  locul  iilanalng  ef- 
forts, and  uniform  alignment  of  federally  Initiated  sub-state  jjro'Tams. 

Eight  regional  planning  commissions,  enabled  under  Section  iJd.lMf)  existed 
prior  to  official  district  delineation  and  are  encouraged  to  conform  over  time  to 
the  state  Initiated  boumlarles.  At  present,  tbc  jurisdictions  of  three  conunissions 
are  In  or  near  completeillgnment 

Federal  program  conformance  Is  presently  Incomplete,  but  motion  toward  align- 
ment is  underway.  Districts  w'lll  be  designated  A- 9.")  Clearinghouses  as  organiza- 
tion progresses. 

Eight  major  state  agencies  (comprising  the  governor's  working  cabinet )  are 
required  by  Ejxe<  utlve  Order  #22  to  conform  to  the  district  pattern. 

|{K(iIO.N  VI 

loira  " 

Iowa  estiibllshe<l  a  set  of  sixteen  sub-state  districts  by  Executive  Order  #  11 
of  1907.  Tiie  district  concept  has  not  been  actively  utilized,  however,  until  re- 
cently. TliereNare  no  officially  recognized  district  orgiinizatioiis  at  |)resent.  hut 
Iowa  Is  undertitklng  a  program  to  Invigorate  Its  district  system. 

District  organization  will  be  In  accordance  with  Iowa's  Joltt^^xerclse 
Power  Statutes  and  state  support  will  be  in  the  form  of  stuff  and  ttn-hnlcal  a ssi st- 
ance. State  planning  officials  nre  exploring  the  possibility  of  stjite  funding  to 
a  model  district,  and  are  seeking  iiackaging  of  fedenil  planning  fimds  to  support 
staff  for  diiTtrlet  organizations. 
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Kannaa  \  ^m' 

A  «et  of  clevon  innItl-puriMm«'  Nul»-^tat<»  <llfltri<'lw^'<»r«»  (hwlKnated  In  February 
1071  by  exiH  Utlve  order.  District  orK"nizatl(»UH  will  be  rPKloiial  |>mnnlii(5  cominly- 
tjlons  enabled  by  KanmifcJ  ytatuteM  Atiiiotatwl.  11H^9  SupiK  Ch.  12-710. 
'  State  mipi)(»rt  Ih  provided  In  the  I'orni  of  Ktaff  and  te<dinlcal-aHHl»ranee  upon 
request.  At  present,  two  diHtrlrtH  bave  orpiulzed  and  have  fionie  Htaflf  (*si|)aolty. 
District  conindHHlonH  will  be  deHl^rnatCHl  ati  A  05  Clearlauhpuses  an  snfUclent 
sUiff  caimelty  Ih  reached.  ^ 

Miu8(Atri 

Missouri  er4tabH«hed  twenty  HUb-Mtate  districts  by  exet-utlve  order  In  10(57.  Tlie 
order.  iMMmnl  nnder  authority  of  Clif  2.'51,  rUSMo.  1007  Snpp..  reeoRidzea  Ml»- 
»ourr»  twenty  mnUI-l>ur|>o^  t^iib-Ktate  dl«trlct«  qm  mM*eNsary  to  effect! re  co«)rdl- 
natbai  of  lrK»al  planning?  effortw.  rtfid  encoura«et4  state  aprencleH^to  utilize  them 
la  planning;  and  delivery  of  ^tc  ^nint  pro(a^im». 

All  tmMJty  districts  are  orpanlznl  and  staffed  at  present. 'State  mipport  Ik  of- 
fered by  provision  of  tjt^  and  •te<*hnlcjil  a^tds'tance.  Dlirtrict  or^^anlzatlofk^  nre 
calletl  i<e»lomil  Planning  <}omndK.^lon9,  but  are  composed  of  elected  officials. 
AH  are  public  bodies. 

Feilenilly  Initiated  f3Ul>-&tate  pm^n^inls  arc*  In  Hatlwfitctory  conformiince  with 
tho  district  patterns,  and  all  district  conuulKMlonH  (tt  uietroiM>lltan  and  14  non- 
metropolitan)  Kerve  aH  A-05  ('learlnt:houKe«.  ^  -  _ 

Nehru 9 Ka 

Xebra.ska  utilizes  a  K©t  of  twenty -six  niultl-puriHK^*  JiUb-Htate  dl£?trlcta.  Tliefie 
were  e^tabllHhed  by  {nibematorlal  action  on  authority  of  legislative  Bill  538 
(10(M)),  DlMtrlot  on;anlzatlon«  are  formed  under  Nel>niKka'H  Interlocal  Coopera- 
tion Act  iCh'B  '£2r-2*JA)l  thnmKh  2:V'2207'Neb.  IU»v.  Ktat.).  All  iire  public  bodlea 

At  present,  four  distrlcta  have  orffanlzwl.  Threo  are  metropolitan  and  one  non- 
metroiMdltan,  State  support  can  Im  offered  b^  a  regular  formula  appropriation, 
state  raatchlnj?  of  certain  federal  program  funds,  and  provision  of  technical  ami 
staff  aKslHtAince  on  a  regular  ba»ls.  ^ 

<V>mpUance  with  the  district  imttern  by  state  and  federal  nKencle^  Ifi  excellent. 
Both  Ccmiprehentdve  Hesilth  Planning  Area»  ami  Lmw  i^nforceniimt  Acjslstance 
AreaH  are  In  complete  conformance. 

The  four  orf^anlzed  districts  ha\-e  l>een  de^^ated  U>  Ken'e  as  A-05  Clearing- 
houses, The  remaining  dlHtrlcti^  will  be  deslgnattni  ixynm  organization  and  achieve- 
ment of  a  sufficient  planning  capaldlity. 

nEOlON  VII 

Arkansas 

Arkansas  utHlzes  a  sy??tem  of  eight  Rub-state  districts.  Six  are  metropolitan 
area  wide  Regional  Planning  Oommlssion.^  or  councllH  of  governments  enabled 
under  Act  2B.  1055.  All  eight  are  Kconomic  nevt»lopment  Dtslrlcta  enabled  and 
designated  by  Act  llH,  1060.  The  district  system  was  e!«rt:abllj;hed  for  coordination 
of  local  i)lannlng  and  devel«>pment  activities,  and  as  a  basis  for  uniform  align- 
ment of  federally  initiated  sub-state  programs. 

State  8upiK)rt  for  the  eight  I^onomlc  Development  I>Mrlcta  is  by  regular 
appropriation  and  provision  of  technical  and  staff  afisljTtance  uiM>n  request 

l^he  six  metropolitan  area  wide  agencies  afe  organized  in  accordance  with  HUD 
requirements,  while  the  eight  Ewmomlc  Development  Dlwtrlrts  must  organize  in 
acconlance  with  Act  118  In  order  to  rece^lve  state  supiK>rt  nie  act  requires  that 
the  liJDDs  be  public  Iwdles,  compoK^  of  a  majority  of  elected  officials.  Profes- 
sional Bt4iff  Is  a  condition  of  assi^ytance. 

All  eight  districts  have  been  designated  as  A-95  Clearinghouses  and  receive 
funding  as  "701"  Comprehensive  Planning  Agencies.  Seven  are  Comprehensive 
Health  Planning  Areas  and  the  boundari<»s  of  Arkansas'  two  Resource  Conserva- 
tion and  Development  Districts  are  coterminous  with  district  boundaries. 

Louisiana 

Bight  sub-state  districts  were  established  by  administrative  action  in  1070 
under  authority  of  Act  2*  of  10«8.  These  districts  provide  a  geographic  basis  for 
statewide  planning  efforta  A-05  review  and  comment  procedures,  and  uniform 
alignment  of  federally  initiated  sub-state  programs. 

Development  of  district  organizations  is  underway.  Tlie  districts  were  formed 
in  parallel  with  existing  Economic  Development  Districts  and  an  EDD  staff  exists 
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within  each.  AletropoJItan  areas  williln  the  dit^trlcU*  have  e«tabItoU<Ml  reg4<mal 
planning  commi3si0n6  within  their  l/ouuilaric3»  aud  each  district  iias  a  district 
A-S>5  Clearinghouse  board  comiK)^*ed  of  state  and  local  elected  officials  and  rep- 
'  resentatives  of  t^veral  public  bodiea. 

-  Federayy  iuitiated  MUl>-i5ta^  progniuiH  are  reported  In  satisfactory  conform- 
ance with  the  district  boundaries.  -State  HUpi^ort  to  the  dlt^trlctt}  is  provided  in 
the  form  of  tytaft  aud  technical  asMistancc  upon  rtHpicst. 

A  system  of  six  Hub-»tate  districts  \ym  adopteil  by  Kxwutlve  Order  #1  in 
January  1960.  District  (»r{;aaizati(»ns  are  formed  nt  locjil  initiative  under  New 
Mexico's  Joint  Exerclwe  of  Powers  Statute  (Art.  22,  Sec,  4-22-1  through  Sec.  4- 
22-7),  or  under  a  S|)e<»itic  g;tatute  enabling  e«tjjl)liHhment  of  a  regional  planning 
commission.  Two, districts,  one  uietro]>olitau  council  of  governments  and  one 
Economic  Development  Dl£3trict,  have  formed. 

Stat^  support  is  provided  In  the  form  of  otaff  and  techniclal  o^si^-tance,  but 
alternate  pn)posals  are  before  the  1971  legifilature.  One  proiW)sal  would  provide 
a  regular  appropriation  to  district  organizations,  and  another  would  allow  dis- 
trict boards  to  exert^ise  taxing  power. 

Federaily  initiatHl  sul>-Mtiit4»  programs  genernlly  conform  to  the' district  de- 
lineation. A-95  review  and  wmiment  i>t  carried  out  by  the  fwo  existing  district 
organizations. 

State  agencies  are  (nre<-te<l  t<)  utiliise  the  deiineated  pattern  in  planning  and 
<U*iivery  of  state  pnigrams. 

Oklahoma  \ 

Oklahoma  has  utilized  a  system  of  elev(*n  sub-state  dii^tricts  since  June,  1968. 
Senate  Bill  290  ot  1969  established  legislative  authority  for  state  action  toward 
further  organizing  tlie  system.  The  eleven  districts  were  formed  on  the  tjasis  of 
existing  I'^cononiic  Development  Ulstricts  and  eight  are  organized  and  func- 
thming. 

In  the  absence  of  specific  statutory  requirements  for  district  organization, 
Oklahoma's  district  organizations  are  f<>rme<l  in  accordance  with  Economic 
Development  District  guidelines.  State  support  is  offered  through  matching  of 
fe<leral  planning  assiiytance  funds  and  by  provision  of  staflP  and  technical  assist- 
ance. 

On  January  15. 1971.  administrative  action  was  taken  under  8.B,  290  to  realign 
the  districts.  The  current  system  granttj  to  seven  counties  the  option  of  shifting 
their  membership  between  adjacent  state  districts  for  particular  federal  pro- 
grams. 

Federally  initiated  sub-state  programs  are  moving  satisfactorily  toward  con- 
formance with  the  delineation  as  are  Ofclahoma  s  state  agencies.  The  districts 
are  seen  as  niulti-'purpose  and  are  intended  to  provide  a^asis  for  coordination  of 
local  planning,  uniform  alignment  of  federally  initiated  sub-state  programs,  and 
^idminlstration  of  state  programs.  ^ 


Texas*  system  of  f\Venty-one  sub-state  planning  regions  Is  among  the  most 
highly  developed  in  the  nation.  Regional  imundary  delineation  was  accomplished 
"by  Official  Mejnorandum  (executive  order)  in  December  1968  to  provide  stand- 
ardization of  boundaries  for  local,  states  and  federal  sub-state  activities.  District 
organizations,  called  Regional  Councils,  are  established  at  local  initiative  under 
Article  lOUm  V.A.C.B.,  as  amended,  to  carry  out  planning  and  development 
activitieH  within  the  standardized  boundaries. 

There  are  twenty-three  Regional  Councils  within  the  twenty-one  districts 
(three  districts  have  two  councils  serving  separate  geographic  areas,  and  one 
district  is  being  organized).  Regional  C^)uncil8  must  lu^ve  at  least  a  majority  of 
elected  ofllcials  as  members  in  order  to  receive  state  assistanca  All  are  puldic 
bodies. 

Assistance  is  by  regnlar,  formula  appropriation;  provision  of  certain  state 
f\mcrlonal  planning  funds,  and  staff  and  technical  support  when  requested.  Pro- 
fessional Rtaff  is  an  additional  requirement  for  state  assistance. 

All  Regional  Councils  serve  as  A-95  Clearinghouses,  Law  Enforcement  Assist- 
ance Areas,  and  metropolitan  or  non-metjopolltan  ''jOl'*  Comprehensive  PlOtn- 
nlng  Agencies.  Six  Kconnmlc  Development  Districts  are  coterminous  as  are  four 
(Comprehensive  Health  Planning  Areas. 
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All  in|ijor  Htate  agencies  utiltsie  the  Rej^tonal  Councils  in  the  development  of 
.  their  pldlis  and  programs.  li^ight  utilize  the  district  boundaries  or  combinations 
in  delivery  Of  services.  ,  . 

REGION  VIII, 

Colorado  '  .  "^s 

Colorado  has  not  desigiHite<1  sulVstate  districts  by  legislative  or  gubernatorial 
action.  A  set  of  twelve  districts  has  been  estalillshed,  however,  by  the  Colorado 
State  I'lanning Office.  These  districts  are  utilized  for  coordination  of  local  plan- 
ning. Two  of  the  twelve  have  established  area  wide  organizations  under  statutes 
enabling  muiti-jurisdictional  planning. 

State  support  is  in  the  form  of  staff  planning  advisory  service  and  matching 
of  federal  planning  funds. 

-  Montana  >       '  * 

!$Iontana  has  not  yet  adopted  sub-state  districts.  A  proposed  delineation  pattern 
Would  establish  a  set  of  twelve  multi-county  regions  for  use  t>y  all  state  agencies. 

^iorth  Dakota  "     *  , 

'      Executive  Order  #49,  issued  in  September  1969,  estiiblished  eight  sub-state 
<^  districts  for  planning  and  administration  of  state  services.  Alulti- jurisdictional 

-  organization  within  the  districts  is  guide<l  by  North  Dakota  general  statutes  en- 
abling interlocal  cooperation  (Chapter  11-35,  North  Century ^ode).  At  present, 
no  district  has  a  staffed  organization  covering  all  o'r  most  of  n^^ea.  Insofar  as 
sub-state  districts  lire  focused  upon  delivery  of  tjtilte  government  s^rvjlces,  how- 
ever, organization  has  not  become  an  is.su e  in  North  Dakota,  \^ 
'  No  regional  A-95  Clear inghpnses  have  been  designate<l,  and  boundary  con 

formance  by  federally  initiated  sub-state  programs  is  varied. 

The  North  Dakota  Departments  of  Health  and  l*ublic  Welfare  are  now  fn 
compliance  with  the  delineation  pattern. 

Soutlj  Dakota 

South  Dakota  established  a  network  of  six^^ib^gtuit^istricts^y  executive  order 
In  December,- lOTO.  The  districts  ^orm  the  geographic  basis  of  multi-puri)ose  orga- 
nizations for  coordiimtion  of  local  planning,  uniform  alignment  of  federally 
initiated  sub-state  programs,  and  adpiinistration  of  state  agency  activities. 
^  At^  present,  one  district  ha«  an/organtzation 'which  covers  most  of  its  ter- 

ritory. The  remaining  organlza^ns  will  be  formed  at  lo<*al  Initiative  u^der 
general  statutes  enabling  mulj;l^risdictional  planning. 

State  supp6rt  to^_the^i/liSfmcts  is  offered  In  the  form  of  staff  and  technical 
assi«;tance. 

>  *^  Federally  initiated  sub-state  programs  are  in  a  high  degree  of  conformaiR^e 
with  South  Dakota's  district  pattern.  At  present.  (UMP8,  LP^AA.  CHF  and  <'AA 
programs  are  in  complete  alignment,  and  others  are  moving  towanl  con- 
formance. -  * 

All  state  agencifes  are  required  to  utilize  the  iMittern  under  the  Executive 
order  and  South  Dakota  reimrts  excellent  progress  at  all  levels. 

Utah  ^       '  V  ^ 

Sub-state  districts  were  initially  established .  by  executive  order  in  May 
1970.  The  order  established  eight  districts  and  enc<ouraged  formation  of  multi- 
county  associations  of  goverhments  composed  of  elected  officials,  and  orga- 
nized nnder  Utah's  Inteiloc^  Cooperation  Act  of  1965.  Ijegialation  passed  in  the 
19>7l  session  gave  legislative  recognition  to  the  sub-state  pattern.  Eight  di.s- 
tricts  are  established  as  mirlti-purpose  bodies' for  coordination  bf  local  plan- 
ning, uniform  alignment  of  federally  Initiated  .sub-state  programs,  and  plan- 
.  nlng  and  administration  of  state  agency  activities. 

At  pr^ent,  state  support  is  in  the  form  of  staff  and  technical  a^i^stance. 
»  A  regular  state  apprppriatioif  will  become  effective  on  July  1,  1971.  Regular 
assistance  is  conditioned  upon  district  organizational  cV>nfonnance  with  guide- 
-  line^  prepared  by  the  Utah  Department  of  CVwnm unity  Affairs. 

Federal  programs  ar^  moving  toward  compliance  with  Utah's  districts.  Two 
serve  as  non-metropolitan  regional  clearinghouses  tinder  A-95,  and  tlie  re- 
mainder will  be  designated  when  sn^clent  staff  caxwibllity  is  r«iehe<l.  Both  Utah's 
two  SiCtonomlc  Development  Districts  and  two  Comprehensive  'Health  I'lan- 
nlng  Areas  C(aaform  and  all  eight  sub-state  di.stricts  serve  as  Law  Enforce- 
ment AsBistan A  Areas.  Utah  has  three  **701"  districts,  two  metropolitan  and 
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one  non^metropolitan.  All  are  in  eoaformance^  with  one  of  the  metropolitan 
**701"  districts  covering  two  stote  districts.         '  * 

With  the  exception  of  Education  and  Natural  Resources,  planirlng  and  de- 
livery of  services  hy  state  agendes  will  be  in  accordance  with  the  district  align- 
ment hy  the  end  of  1971. 

Wyoming  ' 

Wyoming  does  not  irtijise'  sub-state  districts  und  has  no  immediate  plans 
to  do  so. 

ItEOION  IX 

Arizona 

Executive  Order  70-2  established  a  system  of  six  sub-state  districts  in  Ari- 
zona. Two  are  metropolitan  and  the  remaining  four  non -metropolitan.  The 
districts  are  multi-purpose  and  are  organized  under  Arizona  Statutes  Enabling 
Joint  Exercise  of  powers.  .State  officials  indicate  that  organization  of  all  dis- 
tricts will  be  complete  hy  Jfuly  1,  1971.  State  agencies  are  moving  towanl 
adoption  of  the  district  delineation  at  present 

California 

California  has  established  nine  sub-state  districts  for  coordination  of  local 
planning  and  administration  of  federally  initiated  substate  programs.  In  the 
absence  of  specific  legislation  enabling  substate  organizations,  disrict  l>odies  are 
established  under  Oaliforniia's  Joint  Exercise' of  Powers  Statute  and  are  volun- 
tary in  nature.  Five  of  Oaltfomia's  nine  districts  are  presently  organized.  State 
supiK>rt  is  offered  in  the  form  of  matching  funds  for  some  federal  programs. 

Hawaii 

Hawaii's  system  of  government  has  pMluded  the  need  for  substate  districts.  • 
J^ach  of  Hawaii's  four  counties  h«s  a  planning  department  and  each  of  the 
Xeigbhor  Island  bounties  (Hawaii,  Maui,  and  Kauai)  has  an  economic  develop* 
ment  agency^ 

The  Department  of  Planning  and  Economic  Development  serves  as  the  coor- 
dinator of  all  planning  activities  and  is  the  state  A-95  Clearinghouse.  The  Hono- 
lulu City  Planning  Department  is  the  metropolitan  clearinghouse  for  the  County 
of  Honolulu,  the  only  metropolitan  area  in  the  state. 

Nevada 

Nevada  does  not  utilize  a  statewide  set  of  sub-state  districts  at  present  There 
are  currently  four  miilti-juriRdictional  planning  agencies  in  existence :  two  metro- 
politan area  wide  bodies  in  the  I^no  and  Las  Vegas  SMS  As,  one  multi-state  agency 
(Lake  Tabbe  Regicmal  Planning  Agency — California/Nevada),  and  one  multi- 
county  economic  development  authority  established  under  special  enabling  legis- 
lation. All  were  formed  at  local  initiative  and  state  support  is  limited  to  ad  hoc 
matching  of  federal  funds. 

A  sub-state  districting  proposal  is  being  prepared  for  submission  to  the  Gov- 
ernor early  in  1971.  The  proposal  would  create  a  network  of  multi-purpose 
agencies  throughout  the  state.  Companion  legislation  would  encourage  forma- 
tion of  regional  planning  bodies  under  Nevada's  Interlocal  Cooperatiort  Act,  and 
would  establish  a  program 'of  state  financial  support  to  agencies  so  establLshed. 

REGION  X 

AluHka 

,    Alaska  has  not  adopted  a  system  of  sub-state  districts. 

Idaho  * 

Idaho  does  not  presently  have  a  system  of  sub-state  districts.  A  proposal  cur- 
rently under  consideratiorftswould  create  a  set  of  six  multi-purpose  districts  by 
the  end  of  1971.  Adoption  wouidbe  by  executive  order. 

Oregon  ^ 

Oregon -s  system  of  sub-state  districts  is  highly  developed  and  provides  a  uni- 
form, basis  for  coordination  of  local  planning,  alignment  of  federally  initiated 
sub-stnte  programs,  and  pjjinnlng  and  aduilnistratlon  of  state  programs.  The 
system  was  adopted  by'' Executive  Order  No.  6H-11  in  1968  (subsequently  modi- 
fie<l  by  Executive  Order  01-V7O-3  In  February,  1970).  There  are  fourteen  multi- 
purpose districts  in  the  Oregon  system  and  thirteen  have  organized  District 
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Ootmeils  of  GovenimeDts  under  SecUons  190.003  through  100.110,  Oregon  Revised 
Statut<*s. 

Oregon's  system  of  District  CotmcIlQ  provides  «  single  focal  point  for  multl- 
jurlsdlctlonal  planning  within  each  of  the  designated  districts.  They  serve, 
well,  as  the  A-95  Regional  Clearinghouses. 

Stat|}  support  to  tie  District  Councils  Is  by  regular  appropriation  t^s  well  as 
through  provlHlon  of  technical  and  staff  aHSlHtanco.  Councils  are  public  bodies 
and  must  be  compose!  of  at  least  two^^thtrds  elected  officials  (these  must  repre- 
^ent  at  least  three-qu irters  of  the  aggregate  population  within  the  district). 

Federally  initiated  sub-state  prognim.s  are  generally  aligned  with  t^e  district 
pattern  and  all  state  agencies  are  directed  to  utilize  the  boundaries. 

Oregon's  system  includes  flexibility  In  tlie  coordination  of  local  planning  by 
allowing  the  formation  of  sub-district  councils  of  governments.  Where  snb- 
grouplngs  of  local  governments  within  a  dellneate<l  district  experience  speclllc 
commonality  In  problems  or  Interests,  they  may  form  a  council  including  less 
than  the  total  Jurisdictions  in  the  district.  Membership  in  u  sub-conncll  Is  main- 
tained In  addition  to  the  dls)rict-wide  council  membership. 

Wa»hinfft<m 

Thirteen  sub-st;^  districts  were  established  by  executive  order  in  Angust  1069. 
Washington's  distrlct^lellneatlon  was  estiibllshed  to  provide  a  common  basis  for 
planning  and  delivery  of  services  by  state  agencies. 

The  establishment  of  areawlde  organization  for  coordination  of  local  planning 
efforts  has  been  encouraged  by  the  stat^,  but  Is  dependent  upon  exercise  of  local 
Initiative.  Organization  of  an  areawlde  planning  body  may  be  carried  out  In 
accordance  with  state  statutes  enabling  Regional  Planning  Commission  and 
connclls  of  governments.  Six  such  organizations  have  been  established  and  are 
snpported  by  technical  assistance  from  the  state. 

Federally  Initiated  sul)-state  programs  are  generally  In  satisfactory  comi^iance 
and  district  organizations  are  designated  A-95  Clearinghouses  as  they  reach 
sufficient  staff  capacity. 

Senator  Humphhey.  The  subcommittee  will  adjourn  until  9  o'clock 
tomorrow. 

(Whereupon,  at  4:20  p.m.  the  subcommittee  adjourned,  to  recon- 
vene at  0  a.m.  Friday,  September  24, 1971.) 

(Additional  information  filed  for  the  record  is  as  follows:) 

OONCEItTED  SlCBVICES  IN  TRAINING  AND  EDUCATION 

PROJECTS  REINQ  CONDUCTEn  IN  THIUTSEN  STATES  TIIUOUGII  COOPEUATlON 
OF  FKDEftAL,  STATF^  AND  XX>CAU  LEADEBS 

These  Include  programs  which  lllnstrate  the  many  activities  belnp: 
conducted  which  aid  in  education,  trainin^c,  and  job  development, 
and  do  not  mean  to  imply  that  local  coordinators  lnltlate<l  aH  of 
them.  They  do  tell  of  many  actlvltleia  that  are  underway  In  different 
communities 

0 

(Proj^ross  Report,  September  30,  1971) 

SPONSOUKD  BY  AN  INTERDEPARTMENTAL  FEDERAL  TASK  FORCE 

JouN  S.  McOattuey,  CoQhairman,  Dcparthtf^t  of  Labor . 

SnERRii.L  D.  McMiLLEN,  Cocfiairmany*  Department  of  Healthy  Educationy  and 
Welfare^ 

C.  B.  OiLULAND,  Ewcciitive  Secretary,  Department  of  Af/rieuHure. 

StTMMARY  CSTK  QtTARTERLT  R|.n»ORT— .TtTT,Y-8EPTEMBER  1971 

Activity  In  education  and  occupational  training  leading  to  job  development 
and  placement  continued  with  much  success  during  the  .Tuly-September  quarter. 
Two  new  CSTE  areas  were  actlvatetl — Garrett  County,  Maryland,  and  Sikowheffan 
Area»  Maine.  r*ocaI  CSTE  Coordinators  or  Directors  have  continued  to  work 
■  closely  with  community  leaders  and  local  program  administrators  In  follow- 
through  activities  on  training  and  job  development.  A  few  examplcH  of  these 
activities  from  the  different  areax  are  briefly  described  as  follows  : 
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WEST  CENTBAL  MINNESOTA 

CSTK  work  In  Hubbard  County  (added  to  area  last  quarter)  has  started.  The 
needs  f<iP  iSPA  assii9tance  are  belpg  stuaied.  Flanw  for  a  veteran's  agricultural 
class  We  underway.  Early  discussion  of  the  manijower  survey  and  the  new 
Emergeacy  ^Smployment  Act  are  in  progress.  Plans  for  the  manpower  survey  In 
HobbarOk  County  are  underway.  Meetings  with  the  Park  Kaplds  Chamber  of 
Commemand  th^Cquntv  Board  of  Commissioners  are  set  for  October.  Assistance 
Is  being  given  to  the  communities  of  Perham,  Wadena,  and  Staples  in  obtaining 
information  and  funds  Vor  community  facilities  buildings  for  library  services, 
Head  Start,  social  services,  and  training  purposes,  Severtfl  meetings  were  held 
during  the  quarter  with  the  Perham  oommlttjee.  Many  contacts  were  made  during 
the  quarter  with  county,  village,  and  school  ofBdals  in  planniqi^  for  use  of 
Emorgeney  Employment  Act  monies  allocated  for  the  area.  By  comity  the  dis- 
tribution was  as  loUows:  Todd—$118,800 ;  Wadena— $40,800 ;  Otter  Tall— 
$!)0,00a;  and  Huhbard^-4128,900. 

EA8TGBN  AKKANSAS 

Discussions  were  held  with  public  school  representatives  In  Marlanna  and 
Augusta  pertaining  to  submitting  applications  for  GED  program's.  Applications 
were  submitted,  and  programs  In  both  ABB  and  GED  will  start  In  October. 
Neither  of  the  two  towns  has  had  GED  before.  Work  was  dpne  In  connection  with 
the  Coordinated  Careers  for  Vocational  Education  High  School  Students  In 
Forrest  City.  A  program  for  training  firemen  in  AVynne  was  set  up  and  will  start 
in  October  throu^  Crowley's  Ridge  Vocational-Technical  School.  Justification 
wos  written  on  an  M0TA  training  program  In  connection  with  local  Industry. 
The  program  will  provide  enroUeea  with  one  entry  level  and  three  pre-entry  level 
employment  fields.  A  program  to  furnish  First  Aid  training  to  local  Industry 
was  worked  out  via  Crowley's  Bldge  Vocational-Technical  School.  100  NYC  slots 
for  the  In-School  Program  were  allocated  to  the  local  CAA.  CSTE  has  assisted 
in  placing  the  students  In  hospitals  and  local  government  offices.  An  8BA  Clinic 
was  held  In  Augusta  on  Sepember  14,  10,  21,  and  23  for  Woodruff  County 
residents. 

BATESVnXE,  ABEA,  ABK. 

CSTE  is  working  with  the  Alcoholic  Becovery  Center,  Inc.  This  is  a  24-hour 
treatment  facility  with  a  preventive  education  program.  The  center  Is  located 
in  BatesvlUe,  but  serves  a  multi-county  area.  The  Community  School  for  Train- 
able Children  of  Independence  County  offers  education  and  training  with  empha- 
sis on  personal  and  social  skills,  and  self-help  skills  to  mentally  retarded 
children  aged  6  to  12.  The  CSTE  Coordinator  has  been  acf^tlve  In  the  development 
of  applications  and  funding  of  a  neighborhood  f acllltr^t  Cuehman.  The  physical 
facility  Is  about  complete.  The  CSTE  oflSce  was  Inltrumental  In  obtaining  the 
enrollment  of  5  people  In  the  regular  program  at  Arkansas  College.  Loans  and 
grants  made  the  enrollments  possible.  Two  more  people  are  scheduled  to  enroll 
In  the  spring  semester.  Eighty-one  people  are  enrolled  In  four  continuing  edu- 
cation classes  at  Arkansas  College  and  twenty-five  are  enrolled  In  the  College's 
Cherokee  Village  program  In  Sharp  County.  CSTE  has  been  and  Is  continuing 
to  be  very  active  in  this  field.  Programs  are  now  being  planned  for  the  siJrlng 
semester,  roothllls  Vocational-Technical  School,  has  pledged  their  cooperation 
and  assistance.  CSTE  assiHted  in  planning  and  applying  for  four  trade  exten- 
sion courses.  Trade  extension  classes  In  welding  and  electricity  and  house  wiring 
were  held  during  the  quarter.  Mountain  View  Folk  Cultural  Complex  plan  will 
Include  at  least  22  craft  programs,  an  annual  Folk  Festival,  an  Education  Center, 
an  outdoor  amphitheater  with  a  capacity  of  5.000,  and  a  skill  training  center. 

SANDOVAL  COUNTY,   N.   MEX.  ^ 

BI A  submitted  a  proposal  to  EDA  seeking  funds  to  develop  an  Indian  Industrial 
Pork  near  Bernalillo.  Concerted  Services  supported  the  project  by  obtaining 
letters  of  endorsement  from^the  County  Commissioners  and  businessmen.  The 
new  Jemez  Electric  Co-op  was  approved  for  REA  funds  to  render  electrical 
services  to  Navajo  families..  Follow-up  was  made  to  determine  number  of  fami- 
lies who  signed  up  for  this  service.  Coordinated  meetings  with  the  Indian  CAP 
to  come  up  with  a  plumbing  and  electrician  trafiHng  program  for  hiring  of 
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il^^u^^J!"  pueblos.  The  governors  of  each  pneblo  will  confer 

JSr^nL^v^iT  ^  new  Home  Extension  Agent  has  been  named 

Xdt  handoval  County.  A  i)ermanent  assignment  of  an  agent  is  a  result  of  the 
^orts  of  a  voUintary  VIHTA  (Home  Economists)  obtained  through  CSTE  and 
Washington  GEO  several  years  ago.  To  date,  nine  extension  clubs  have  f>e*d 
^Kr^fl  °  ^*)f  county.  ExtenHion  Service  has  been  active  In  cooperating*  with 
Hj^  Nutrition  Committee  of  Sandoval  County  on  nutritional  aids  for  families 
rhe  Adult  Basic  Education  teacher  aslted  to  use  the  CSTE  office  once  a 
week  to  hold  •her  aduit  class  of  17  enroliees  until  she  can  locate  suitable 
Quarters.  .      ^  « 

•  SA.V   MIGUEL  COUNTY,   N.  MEX. 

Classes  were  conducted  at  the  Liftia  Area  School  for  the  local*  Turn-Key  III 
unit  reslc^ent«  for  the  Home  Mana^jement  courses.  There  are  1  to  15  studenta 
in  some  of  the  classes  being  offered.  With  these  students  and  the  regular  stu- 
dents attending  day  classes  and  night  offerings,  there  are  approximately  2(M 
enroliees.  There  are  approximately  3(i  Individual  CEP  referrals  taking  part  in 
the  following  courses  which  are  being  offered  to  individual  referrals*  Weldinc 
Drafting.  Building  Trades,  Clerk-Steno,  Klei  tninics,  Aufo  Mechanics,  and  Nurs- 
ing. VVorking  with  Scanlon  and  Associates.  Inchon  recommendations  they  have 
submitted  to  our  office  on  Jobs  that  would  be  opened  by  the  Kile  Mountain  Road 
I  roject  If  construction  is  approved.  These  people  would  he  -trained  prior  td 
being  hired  by  the  contractors.  Coordinator  Is  assisting  and  cooperating  with 
the  White  House  Conference  on  Aging  that  has  formed  various  commlt^tees 
Ihe  Emergency  ^Jmployment  Act  (EEA)  had  made  provisions  for  16  veterans 
to  be  employed  in  San  Miguel  County  through  the  Employment  Security  Com- 
mission.  The  CSTE  office  is  communicating  with  local  Employment  Security 
C(vnmiH8lon  in  re<ommending  Viet  Nam  and  Korean  veterans  who  eould  be 
registered  on  the  waiting  list  for  the  Emergency  Employment  Act 

M'CUnTAlN   COUNTY,  OKLA.  v 

Comprehensive  Health  Planning  for  the  7-county  Kiamich^  Economic  Devel- 
opment District  was  made  possible  by  a  recent  grant  from  the  l^uhiic  Health 
Service  of  the  Department  of  Heaith,  Education,  and  Welfare.  Mr.  Harold 
Watson,  Director  of  Health  Planning  for  KEDDO  is  busy  organizing  a  health 
council  composed  of  representatives  from  the  T-county  area  to  Identify  iieaith 
needs  for  the  area.  Tlie  Oklahoma  State  Department  of  Vocational  and  Tech- 
nical Education,  Specrial  Schools  Division,  in  cooperation  with  the  Oklahoma 
State  Employment  Service,  plans  to  conduct  pre-employment  training  for  persons 
interested  in  working  at  the  new  plywood  mill  at  Wright  City.  This  mill  will 
use  both  male  and  female  workers.  Trainees  will  receive  3  weeks  of  schooling, 
3  hours  per  night, '4  nights  per  week.  Tourists  and  other  travelers  in  McCurtaIn 
County  spent  $2,789,000  in  11)70.  This  was  an  increase  of  127  percent  over  the 
196JI  calendar  year  IMost  of  the  tourists  apparently  were  attracted  to  the  area 
by  the  new  Broken  Bow  Reservoir.  Beavers  Bend  State  Pack  attracted  440.300 
campers  and  trailers.  The  attendance  at  the  park  was  listed  as  2,250,100  over 
the  past  .vear.  The  Choctaw  Bilingiial  Editcation  Program  baa  been  approved  and  . 
an  allotment  of  $128,000  to  carry  out  the  program  has  been  made  by  the  U.S. 
Office  of  Education.  A  nonmedical  health  officer  has  been  appointed  ^o  head  the 
muiticonnty  Health  Department  of  McCnrtain,  Latimer,  and  Haskell  Counties. 
He  will  have  administrative  responsibilities,  thereby  releasing  medical  directors 
to  spend  more  time  in  clinical  procedures.  This  Is  a  new  concept  amed  at  giving 
medical  directors  more  time  to  spend  with  patients  and  reieasjng  them  from 
budget  {ind  personnel  problems. 

(^HRROKKK  COrXTY,  OK  LA. 

The  Cherokee  Hills  Skill  Outer  has  started  and  has  .10  enroliees.  The  cnurses 
tentatively  scheduled  are  :  (1)  Bulldozing,  (2)  health occnpations,  (3)  mechanics, 
(4)  clerical  skills,  (.'»)  water  and  sewage  upgrading,  and  (0)  welding.  There 
will  be  a  satellite  school  In  the  RC&D  7*county  area.  The  Skill  Center  Is  located 
south  of  Tahleqnah  in  the  Cherokee  Tribal  Building  where  the  facilities  are 
much  improved  from  our  last  MDTA  center.  A  class  of  .V)  persons  is  taking  part 
in  A^dult  Education  at  the  Tahlequab  High  School.  A  total  of  113  youngstejTS 
are  enrolled  in  3  centers  in  Cherokee  County.  The  centers  are  located  lu  Briggs, 
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Unlbert,  and  Sequoyah  Trulniiijf  SchoolR.  Thirteen  adultn  enrolled'  lYi  Head  Start 
Tcarii^rs  Training.  A  total  of  4  persons  ut  the  Mid-West  Nurnery  are  partici- 
pating in  nursery  work.  One  person  Is  rerolvlnff  trnlnlnff  at  the  Liberty  State 
Bank.  A  new  exemplary  program  for  the  disadvnntnfred  and  handicapped  has 
started  in  Cherokee  County.  The  In-School  phaKe  of  tlhe  program  will  provide 
Rr>eeinl  projerts  for  the  seventh,  eighth,  and  ninth  ^rade  students.  Hulbert  Hl^h 
School  will  be  the  tirst  school  In  Cherokee  County.  The  proKram  Is  federally 
tlnum^ed  and  is  administered  by  the  State  Boanl  of  Voratlonal-Teohnlcal  Edu- 
cation through  li)i»al  school  hoards.  This  program  wlil  be  attemptlui;'  to  rejich 
slow  leitrners,  potential  dropcmts,  and  lower  ig,  Hoyri  will  be  taught  general 
mechanics,  small  engine  repair,,  small  api)]lance  n^pijlr,  welding,  rough  car- 
pentry, plumbing,  electrical  wiring,*  roofing,  painting,  \iua  masonry.  Girls  will 
be  taught  food  preparation,  sewing,  and  nurslnj?  care.1  Kach  group  will  range 
from  10-24  students.  The  program  will  provide  funds  tlo  enipb»y  one  vocational 
teacher.  '  | 

HAnKKUHBI'ljJJ  ABKA,  WENT  VIUOlXtA 

The  CSTK  office  Is  serving  In  an  advisory  capacity  to  the  Lay  Advisory  Com*'- 
mlttce  tor  a  Yocatlonal  School  for  the  counties  of  Pleasants  Tyler  and  Illtchle. 
A  i?ervlife-WKlneKs-Industrlal  Survey  was  conducted  by  CSTK  to,  provide  data 
on  skill  needs  for  the  proposal  und  we  have  provided  various  other  Information 
necessary  for  the  proposal.  Several  atudents  In  Pleasants  County  were  used 
to  conduct  the  Survey,  with  a  contribution  of  $250  from  West  Central  Cominu* 
nity  Action  for  postage.  Since  Vwatlonal  Kducatlon  has  been  established  as  a 
problem  area  for  the  Wood  County  MKP  the  Service-Business- Industrial  Survey 
was  also  conducted  fn  Wood  County  In  conjinictlon  with  the  Pleasants-Tyler- 
Ilitchie  County  survey.  The  results  of  this  survey  will  be  used  by  the  Voca- 
tional Education  Subcommittee  to  analy/-e  and  begin  types  of  post -secondary 
courses  most  relevant  to  this  area.  The  Snmller  Connnimltles  Program  Is  tenta- 
tively scheduled  to  enter  Tyler  Comity  In  Kebrunry  1072,  after  survey  has  been 
compIete(V\in  Webster  County.  An  underf)rlviicged  youth  canjp  was  conducted 
for  110  ytmthfl  in  Calhoun  County. 

HOlTHWKST  KKNTITCICV 

Lyon  County  became  eligible  for  $07,3(K)  under  Sectbms  ,T  and  6  of.  the  Knior- 
•  gency  Employment  Act  during  this  qimrter.  Coordinator  met  with  the  County 
Judge,  City  Mayors,  fiscal  court  members,  and  city  ctMuidlmen  to  determine  bow  ' 
these  funds  (?ould  best  he  used  In  the  County.  The  fiiml  decision  was  to  employ 
a  total  of  18  applicants.  Three  Adult  V*»catlonaI  Education  Kxtenslon  classes 
were  established  during  the  quarter  In  the  CSTK  area.  They  were : 'Beginning 
alrcondltloning  and  electi-iclty  In  Livingston  County  with  1(>  enrolled,  Beginning 
shorthand  In  Lyon  Coimty  with  25  enrolled,  and  Beginning  typing  In  Lyon 
County  with  "21  enrolled.  Other  dassefji  are  presently  luring  considered  ,ln  Trigg 
County  with  the  Intention  of  beginning  them  In  early  Novcinbt^r.  Classen  being 
considered  are  Bookkeeping  and  Advanced  Typing.  Investlgatbms  to  b.cate 
funds  to  begin  a  workshop A*or  the  handicapped  group  In  Trigg  Coimty  have 
Iwen  made.  Contacts  haveJl.qo  been  made  with  the  Vocational  Rehabilitation 
Office  In  Bowling  (Jreen  anil  with  the  Director  i»f  the  Pennyroyal  J-ndustrles, 
Princeton,  concerning  the  acJ%itIon  of  this  program,  but  n(»thlng  concrete  has 
been  established  to  date. 

DE  KALB  AREA,  m.lNOlS 

CSTE  has  been  working  (jlosely  with  the  DeKalb  (^ounty  Planning  Office  to 
develop  plaUs  which  will  meet  the  necessary  requirc^nients  for  the  county  to 
riH-eive  WTtlficatlon  as  an  Area  Planning  Organlzatbm  (A.P.O.).  As  of  October 
1,  1071,  Iiri)  will  no  longer  releane  funds  to  (»oimtIes  or  municipalities  for  sewer 
%'  and  water  facilities  or  for  open-space  unless  the  certification  requirements  have 
been  met.  A  meeting  with  HCI)  officials  and  local  county  officials  has  been  called 
for  early  October  to  proceed  with  the  ne<eRsary  steps.  CSTE  Director  met  with 
20  area  Vocational  AgriciUture  Instructors  and  40  area  officers  of  the  Future 
Banners  of  America  (KFA)  to  dlsnis«  with  them  the  new  Building  Our  Ameri- 
can Communities  (BOAC)  program.  The  program  Is  sponsored  jointly  by  the 
National  FFA,  the 'Farmers  Home  Administration,  and  Lilly  Endowment]  Inc. 
The  purpose  of  the  BOAC  program  Is  to  encourage  and  assist  tomorrow's  leaders 
(FFA  members)  to  become  more  active  In  the  development  of  their  communities. 
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I  will  work  with  these  high  school  vocational  agrlculturo  departments  U8  they 
become  involved  in  BO  AC.  The  Kiahwuukee  Area  Manpower  Inventory  hot)  been 
completed.  Final  return-mail  questiounairejs,  the  bualne:^  and  industry  inter- 
vlewt3»  and  the  personal  iuterviewt^  are  completed  in  August.  The  data  have  been 
keypunched  now  aud  it  is  hoped  that  u  tiuul  draft  of  the  report  will  go  to  the 
printers  HOon.  C8TE  otfice  worked  with  tbe  DeKalb  Couuty  Extension  Ofllce  to 
plan  a  county>wlde  marijuana  control  program.  The  Htate  of  lllinold  Department 
of  Agriculture  and  the  OeKalb  County  Hoard  of  SuperviBora  funded  the  pro- 
gram. We  are  currently  looking  into  several  ilCVV  (Public  Health  Service- 
Nationarinstltiite  of  Health)  programs  dealing  with  special  project  grants; 
grants  for  training  Institutes,  and  grants  fd^  advanced  training,  uU  ot  which 
are  related  to  the  newly  emerging  allied  health  profcHslona  We  feel  that  there 
is  a  great  d^eal  of  potential  for  allied  health  profeta^^ious  with  NIU  and  Klsh- 
waukee  College  so  clo^e  and  ho  Interested  with  the  Kit^hwaukee  Community 
Health  Bervices  Outer.  The  DeKalI>  (v*ounty  Special  Education  A^ociation  has 
worj£e<l  out  a  leUMe  with  tlie  Catholic  Sisters  at  Notre  Dame  High  School  to  rent 
their  #year  old  failllties  for  tlie  next  2  yearn.  The  Sinters  have  closed  the 
Catholic  school  becaune  of  tW  <o»t8,  but  they  did  agree  to  rent  them  to  the 
»pecial  education  group.  The  facilities  will  allow, for  the  llrst  time  tho  bringing 
together  of  all  of  the  TMH  (Trainable  Mentally  Handicapped)  children  in  the 
Count:t^.  The  facilities  are  exceiJent,  and  new  innovative  programs  are  being 
planned.  It  is  a  real  breakthrough  for  this  segment  of  our  disadvantaged  youth. 


The  MnsselHheli  County  Small  Community  Survey  was  dcHigned  to  acquire 
more  extensive  information  about  manpower  chara<^erlstics  ( training  needs, 
employment,  skT^ls,  etc.),  education,  the  elderly,  housing  (standard  and  sub- 
standard), and  auditional  information  <'oncerning  tbe  physlcal^and  human  re- 
sou  r<*<»s  in  the  community.  Copies  of  this  s&rvcy  were  distributed  the  first  week 
of  September.  In  any  attempt  to  Induce  e<*onomic  development  into  a  community, 
a  thorough  knowledge  of  the  community's  resources,  physii-ai  and  hum^in.  Is 
necessary.  Without  a  foundation  of  this  basic  knowledge,  no  <'<mhtructlve  action 
can  he  sur<*essfuliy  initiated.  It  does  little  goo<l  to  bring  numerable  job  oppor- 
tunities into  the  community  If  there  Is  a  housing  shortage  and  nowhere  to  put  the 
new  people.  It  does  little  good  to  get  a  low-Income  housing  project,  when  those 
people  who  live  In  substandard  houses  would  never  move  out  because  they  were 
**home."  It  makes  little  sense  to  set  up  a  job  training  program  when  one  has 
no  idea  as  to  how  many  people  would  be  interested  in  enrolling  in  them.  Thus, 
in  order  to  bring  development  Into  tills  community  In  an  orderly  manner,  this 
survey  and  the  housing  study  were  conducte<l  to  expand  upon  existing  resource 
knowledge  and  to  learn  more  about  the  people  of  the  community.  The  bulk  of 
the  informatirm  obtained  for  this  report  came  from  data  collected  from  the 
Musselshell  County  Survey.  Questionnaires  were  sent  to  1.173  he^ds  of  families 
and  a  return  of  431,  or  37  percent,  was  received.  Data  were  broken  down  into 
relathmshlps  involving  the  main  project  areas  of  Training,  Education,  ESliploy- 
ment,  Housing,  Income,  and  Transportation.  l'n<ler  the  Emergency  Employment 
Act.  this  Concerte<l  Services  office  has  worked  closely  with  the  Employment 
Security  Commission,  Billings,  to  establish  7  city  ami  county  slots  for  employ- 
ment of  local  people.  Meetings  were  arranged  w-lth  county  commissioners,  city 
council,  and  mayor  to  agree  on  slots  and  applicants.  Ai)pllcants  were  approved 
and  the  slots  have  been  filled.  In  addition,  as  a  result  of  these  interviews,  some 
other  employment  possibilities  were  Introduced.  In  its  customary  expeditious 
fashion,  the  Employment  Security  Commission  also  submitted  a  request  on  our 
behalf  to  the  State  for  4  additional  slots  for  Master  Planning  of  an  8-county  area. 


A  total  of  19  students  enrolled  In  the  Secretarial  Course,  with  13  students 
completing  the  <*ourse.  This  course  was  funded  tli rough  Wnycross-Ware  Tech  and 
was  taught  by  a  retired  high  school  teacher.  Classes  for  sewing  machine  oper- 
ators are  being  taught  at  Oxford  Plant  In  Alma.  Waycross-Ware  Tech' Is  spon- 
soring the  training  program.  This  is  a  continuous  program  with  new  classes 
helnff  taught  every  two  w<eeks.  H  &  H  Spprt swear  opened  a  new  plant  in  Wllla- 
coochee  In  .an  old  theater  building  and  has  expanded  to  40  employees  In  4o  days. 
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Coordinator  10  worklxis  witb  Industrial  Coordinator  of  WaycFosB<»Witro  Tcob 
U>  act  op  traioing  progranu  it^^tercd  forester  from  Skksh  Pine  Arcm  Planning 
and  Development  Commission  appointed  a  committee  to  work  with  appropriate 
agencies  and  private  Industry  to  reforest  cQt*over  tlmberlands  of  small  farmers. 
Coordinator  Is  on  Committee.  Coordinator  mot  with  citizens  and  Community 
Action  Committee  in  Pearson  to  find  a  solution  to  ambulance  esrviee  and  the 
possibility  of  securing  a  doctor  for  Atkinson  County.  AIko  diei^nissed  health 
personnel  that  was  assigned  to  rural  areas  as  of  October  1,  1071. 

BED  BHtlK  &)UNTY,  TEX. 

CSTB  8tM>n6orcd  a  Community  Education  meeting  for  superintendents  and 
other  admlnliatrdtive  personnel  of  the  different  school  districts  throughout  the 
County.  Also  present  were  persons  interested  in  the  educational  process  within 
the  area.  Tho  Director  of  the  Community  Education  Center  at  Texas  A  ft  M 
University  presented  the  program.  A  great  amount  of  enthusiasm  was  generated 
from  this  presentation.  A  committee  has  been  formed  to  survey  the  possibility 
of  Inltlflting  such  an  approach  or  process  in  the  Clarksville  school  syBtom.  OSTE 
Executive  Copunlttee  and  the  County  Manpower  Survey  Committee  flnalized 
plans  to  start  the  manpower  survey  the  latter  part  of  October.  The  survey  will  be 
condocted  by  County  volunteers.  CSTE  wlll^iet  as  tlte  coordinating  agent  for  the 
County,  with  the  Mayors,  Chambers  of  Commerce,  and  civic  clubs  coordinating 
the  survey  in  their  respective  communities.  The  County  IiiXtension  Agents  will 
assist  In  the  rural  areas  through  the  different  organizations  with  which  they  are 
associated.  When  the  survey  has  been  completed,  the  Texas  Employment  Com-< 
mission  will  compile  and  publish  the  resulta 

'  NEDDASKA   (UUTLEn,  SALINE,  AND  SEWABD  COUNTIES)  I 

C8TE  Coordlfiator  hosted  a  meeting  held  at  ICdueaWonal  Service  Unit  #6 
in  Milford,  In  attendance  were  the  School  Superintendents  of  the  area  to  hear 
a  presentation  by  State  of  Nebraska  Adult  BatUc  Education  Administrator.  The 
Administrator  reported  that,  due  to  lack  of  staff  and  time,  he  could  not  approve 
any  new  applications  for  ABE,  but  would  approve  expansions  of  existing  projects 
to  include  those  who  were  Interested  under  the  existing  program.  Representa- 
tives from  areas  with  existing  programs  agreed  to  talk  with  interested  schools. 
Coordinator  is  still  working  with  the  Seward  Industrial  Development  corpora- 
tion, Jones  National  Bank,  Cattle  National  Bank,  Small  Business  Administration, 
and  the  Business  Development  Corporation  of  Nebraska  in  patting  together  n 
package  attractive  enough  to  entice  a  Kansas  City  based  concern  to  the  Seward 
area.  Lairgely  due  to  the  efforts  of  this  office,  the  Seward  Housing  Authority 
resubmitted  ltd  application  for  75  units  of  low-Income  elderly  housing  to  the 
HUD  Area  Office  in  Omaha.  Coordinator  helped  the  Authority  interpret  nnd 
flu  out  the  forms,  which  had  been  returned  for  up-dating  and  re-e valuation. 
Coordiii2\tor  furnished  information  to  the  Chairman  of  the  Community  Improve- 
ment Pro-am  for  Seward.  The  needed  information  concerned  availability  of 
labor  and  representative  wages  from  the  Seward  area,  which  we  were  readily 
able  to  furnif^. 

SKOWHEOAN  ABEA,  MAINE 

Met  \^ith  town  manager  for  Skowhegan  and  discussed  progress  on  Emergency 
Employemnt  Act  proposals.  Did  some  research  on  Title  VI  of  the  EE  A  to  see 
how  this  section  of  the  bill  would  apply  to  our  CSTE  area.  -Met  with  local 
Assistant  Superintendent  of  Schools  to  dlscuFis  pending  Title  III  proposal. 
Visited  Administrator  of  Redlngton-Fairvlew  Hospital  and  discussed  what  types 
of  training  might  apply  to  the  new  emnloyees  he  expects  to  hire  with  the 
completion  of  the  new  wing  of  the  hospitalrin  jVhe  summer  of  1072.  After  ids^ntify- 
Ing  potential  training  areas,  talked'  witU  MuTA  Coordinator  in  Augusta  and 
director  of  the  local  MESC.  Discussed  pltli  the  local  school  district's  adult 
education  people  and  the  ME  SO  the  pos^lMllty  of  tuition-free  adult  education 
classes  for  low-income  people  in  the  area.YPaced  with  two  problems  here:  (1) 
finding  funds  to  imf  the  tnition  for  low-£kcome  people  wishing  to  participate 
and  (2)  finding  some  way  to  commimlcateXko  the  low-ineome  piPople  thht  thene 
courses  are  available.  Initial  meeting  wiTh  the  local  ogricultnral  extension 
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agonta  Spent  gome  tlmo  with  them  disqnssing  CSTE»  its  mission  in  the  areat 
and  the  programa  Was  invited  to  attend  the  ilrst  n^eeting  of  the  Rural  Develoi^ 
ment  Committee  to  be  held  Octuber  20. 

oAiuuirr  COUNTY,  md. 

One  meeting  of  the  (WMI'H  ('omniltteo  was  held  'to  explain  the  new  committee 
makeup.  The  feeling  vvn«  ex  prowled  that  there  will  probably  be  lem?  lornl  Invi^lve- 
meat  under  the  new  structure.  ('oordlimtor1tt|^»  been  Invited  fo  attend  the  next 
ret^lonul  CAMPS  meeting;.  Coordinator  niade^auy  contartH  with  local  Conunu* 
ntty  Action  Committer?,  This  group  Is  very  active  with  Head  Start,  Operation 
Mahmtream.  Community  and  liead  Htart  Aldew,  ICnierfieney  Food,  HoUr^in;?.  an<l 
la  nmking  efforts  to  eMtabllnh  a  Couunuulty  C^oordlnat^^d  Child  Care  project  in 
the  County,  A  mtber  lengthy  meeting  was  lield  with  Executive  Director  of  tbo 
Garrett  County  Uev^opnient  Corporation.  An  Interim  zoning  law  haw  been  net  up 
for  the  I>eep  Creek  i.ake  an*a  tii  prevent  po:4»lble  pollutiou.  County-wlde  zoning 
In  being  planned.  Master  plans  for  sewerage  dlH()oMal  have  been  made  and  wourceM 
of  Qnandng  are  being  investigated.  It  la  hoped  ilmt  conKtructlon  of  faeilltien  for 
Kewerage  dlnpofial  In  thiri  mowt  important  part  of  the  Jirea  can  begin  next  year. 
The  Development  ('orporatlou  will  be  conducting  a  mill  survej  of  the  Counfy 
within  the  next  mouth  and  the  Ci^ordlnator  haw  bi»en  Invited  to  f^ubndt  queHtlouw 
to  be  Included  in  the  quest louna Ire.  The  rcHultH  of  the  Murvey  will  be  tabidn tc<! 
and  analyzed  by  the  Crban  Research  and  Development  Corpf»rution  of  Befhlehem, 
Pennsylvania.  Tlie  mine  coriMtratiou  will  also  conduct  an  actual  vlsnal  inHpe<'- 
tion  of  every  building  In  the  <'onnty  and  will  alKo  conduct  a  land  u«age  survey. 
In  view  of  the  almtj  of  the  C«TK  pnrgrani.  the  Coordlnat(»r  haH  been  aMked  to 
work  ch)Kely  with  tlie  Garrett  County  Development  Corporation. 

Si  MMAitv  OF  Woau  i.\ Othkh  C8TK-Type  IMiojectq 

F<0<  TUEABT  ?3EnaAf}KA  COMMI  MlTY  ACTION  COI  Nni,,  i:VC. 

Wlnett  I'roject-  Infants  wear  nmnnfacturing.  The  (HHiHtniction  of  the  hnlldii^ft 
ifl  making  good  proRrei4H.  Date  of  completion  December  1.  Will  Htart  referral  of 
40  low-lnconje  workers  prior  to  De<»ember.  Vnder  the  Kmergeucy  KmployUient  Act,' 
worked  closely  with  Kmployment  o^Jre  along  with  Htate  Agency.  t^HtabllNhe^l  o 
ttlotH  for  employment  In  two  local  conunuiiltles,  Ihuuboldt  and  Pawnee  City.  Ap- 
pUcatlouN  have  been  submitted  for  approval.  Also  attended  the  monthly  CAMPS 
meeting  In  which  there  lo  a  new  overall  structure — Manpower  Area  Planning 
<:ounrll  (MAPC).  SKNCA  was  one  of  the  two  agencies  in  Nebraska  F:elected  for 
Training  and  Technical  AHsistance  from  the  BoIhc  Cascade  Corporation  In  the 
area  of  P>ououdc  Development.  This  Is  27i  man-dayn,  starting;  Heptendier  71  to 
January  1.  1072,  of  Kervice.  Hpent  two  days  In  KanKUH  City  in  a  workshop  prior 
to  coming  to  our  agency. 

DLLE  VAUJSY  COMMl^NFTY  ACTION,  INC. 

One  of  top  priorities  In  this  3-county  area  has  been  to  stimulate  community 
leaders  to  Improve  local  fiervlce  and  upgrade  downtown  area^  of  their  respective 
towns.'Tiie  HI  D  film  strip,  *'I  Like  It  Here,"  was  used  as  the  banls  for  discussing 
connn unity  developnuMit  with  several  civic  organlzation.s.  The  FalrlMiry  Kiwauis 
CUiU  and  key  mend)ers  of  .laycees  attended  the  first  Rhowing  <if  thia  flini  strli>. 
Discussion  of  plans  and  tinancing  of  downtown  Improvement  followed.  Worl^ed 
with  top  administrators  at  Fairbury  ,Tnnior  (N>ilege  where  plans  are  l)eln^  made 
for  financing  and  development  of  a  C(mit)lnatlon  auditorium — field  house  and 
clasKroom-  office  facility,  which  will  be  used  for  Instruction  purposes,  and  ai.-^o 
for  a  (Mmununlty  meeting  facility  in  Fairbury.' Archlfects*  plans  ar^i^now  being 
drawn  up  for  approval  of  college  and  community  officials.  Attendeil  Hural  De- 
velopment Committee  meeting  at  Jefferson  County  Extension  office.  Representa- 
ftives  of  all  3  counties  (Gage,  Jeflferson,  and  Thayer),  including;  Kxtension  Serv- 
ice, A8CS,  Soil  Conserv<ition  Service,  and  Farmers  Home  Adndnlstration  were 
present.  Met  wlthr  Thayer  County  Health  Committee  to  discuss  best  approach  to 
recruiting  physicians  and  dentists.  Met  with  Chairman  of  Departnlent  of  Fandly 
Practice  at  the  University  of  Nebraska,  Omaha,  to  get  direction  on  how  the  town 
of  Hebron  should  proceed  in  Its  recruiting  efTorts. 

C.  B.  GrixiLANn, 
Executive  Secretary,  C8TE  Task  Force. 
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CONGimO  SERVICES  IN  TliAJNINQ  AND  EDUCATION,  QUAHTEHLY  HEPOHT  FOB  JULY,  AUGUST, SEPTEMBER  1971. 
AND  CUMUUTIVE  REPORT  FROM  OCT.  I,  1965.  THROUGH  SEPT.  30,  1971 

WEST  CENtftAL  COflCERTEO  SERVICES  PROJECT,  TOOO,  OTTER  TAIL,  ANO  WAOEfIA  COUNTIES.  MIWN. 

'  •         ,  July  1  to 

Sept.  30.  1971  Cumuiatlvt 


MOT  A: 

Number  d  projeeta  ipprcved  . 

Numtir  c1  approved  lor  trDnmi    . . 

Tcti!  cumuJitive  tra)ne«3  enrclfcd.  ... 

Trainees,  drcpouis   . . 

Trainees,  eamcSetina  .  .  > 

Number  In  tralniRg  July  1  to  Sept  30. 1971.. 
Nelson  amendment: 

Operatton  Mainstrcaov- enrcJlcd  - 

Teta^  ttjmulati\fe  earoHees  

6ree?l  Thumb: 

EnralW   - 

Tctll  cumolative  enrdJees  

Nattonai  Youth  Corpj^-in  school. 

Enrolled  

Total  cumutattve  enrBltees  , 

Nattsnal  Youth  Corps-  aammer: 

EnrolI«J    

Total  cumutatWe  enrcllees  

National  Youth  Corpse-cat  cJ  schocl 

Enrolled"  . . 

Total  cumulative  enrcllces  

TitteV^ROA; 

Enrolled.     -  - 

Total  cumulative  enrcuees.....  - 
Job  Corps: 

Enrolled 

Total  cumulative  enrcUees  

Mead  Start; 

Total  enroflid  1966  .  . 

Total  enrolled  1967  

Total  enrcSred  196B  . 
,  Total  enrolled  1969  . 

ToUl  enrolled  1970..  -- 

Total  enrcHed  1971..   

OJT  (on-lhe-lob  training): 

tnrollled.   

Total  cumulative  enrollees  .  . 
Vocational  educetion  classes  trade  eitension 

Enrolled 

Total  cumulative  enrollees 
Vocational  education  classes-  home  economtcs; 
Enrolled .  . 

Total  cumulative  onrollees 
.  "Other"  t/alning  and  education  projects 
'  Enrolled 

Votorans  farm  cooperative  program.  . . 

Total  cumulative  enrolleos. : . . 
Vocational  rehabilitation : 

Placement  .-_  ■  / 

Total  cumulative  placements  . . 
Adult  baste  education ; 

Enrolled.  . 

Total  cumulative  enrollees  .... 
Grand  total  onrollees: 

Enrolled  July  1  toSopt.  31. 1970.,  ... 
Total  cumulative  enrollees    


0 

38 


38  . 
IB  . 

89  . 

22 

ISO 

0 

0 

0 


1 

122 

227 

824 
69 

29 

27 

1,616 
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m 

49 
284 


164 
742 

492 

i.oeo 

ii 

t?. 

206 


32 
190 
402 
408 
247 
247 


5,072 
2.510 

6.737 
341 
224 

18.212 


KtnpU>ument  Scruritu  Artii^itir/i,  Todd  and  Wadrna  ('ouniica, 
Juty  1,  VM1  to  Srptrruhrr  SO,  1911 


Job  rpfprrnls  

IMiKements   

New  applications  for  work- 
Job  orders  

(Mvil  Hervice  test  

OATB   

Referrnlfi  to  OJT  


14 
1 

•)0 


03-«82— 71— pt, 
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Umploytnpnt  Security  Actiritiea,  Otter  Tail  County, 
July  i,  uni  to  September  SO,  1071 


Xew  appUcatiouM  

Xona^ioultural  piaceiiiciit» 

Agricultural  placements  

Testing  

('ouiiHeled  applicant:^..  

Job' Corp  referral  


314 
181) 
10 
117 
115 
1 


Otter  Tail'Wadena  Community  Actiwi  Couneit 


Project  HELP 


la's 

2(K> 
15 
2(K) 


Youth  development 


ICconomic  development 
Fanjlly  planning;  


We«t  Cextkal  ^'STE  Repout — Seitembeei,  30,  1071 
concellted  heuviceb  hetps  identify  the  needs 


Oeeupational  ntirrey 

The  annual  fall  occupational  sur^'ey  hy  Concerted  Services  is  underway  to 
identify  current  employment  needs  in  area  villageH. 

Community  Jmprox^ement  commit  teen 

(•oncert(Hl  Services  iw  continuing:  to  meet  with  several  villafreo  in  the  area  to 
organize  local  committee  for  community  improvement.  DnrinK  the  quarter  dls- 
cuHHion  was  held  with  a  group  of  minif^tern  to  outline  area*  need». 

Mvnahya  road  needn 

Htudy  iH  hcinp  continued  on  the  need  for  KDA  fund.M  to  [frovide  a  heavy  duty 
road  for  the  ncxv  wood  products  plant  at  Menahf^a. 


A  propovial  for  Mtnrtinpr  a  Hheep  rMininj:  coojierative  In  the  area  wa«  diRcus»ed 
during?  the  (|uarW  with  a  representative  sheep  man  atid  the  Otter  Tail-Wadena 
<'ommunitjr  Action  Council.  Further  study  will  he  givenlthe  proiK>«al  which  would 
Involve  iow'income  farmers.  * 

Historic  ftitca  ^ 

Aflflistance  was  friven  to  tlie  East  Otter  Tail  Historical  Society  during  the 
quarter  In  plans  for  historical  presefvation  of  typical  pioneer  homentead  and 
related  machinery  and  tools. 

Seed  lor  rural  doctors 

rSTE  has  been  in  discussion  this  rpiartcr  with  several  c<mnnunitleH  in  search 
of  general  practitioners. 

EDA  mniHtancc  dUennnvd  in  Long  l*rairie 

i'oordinator  Mandt  joined  with  a  representative  of  the  Econortdc  Development 
Administration  in  discussing  p(^sslble  KDA  assistance  to  the  vlllnge  of  Long 
Prairie  during  the  quarter,  and  also  met  with  county  commissioners  from  Todd 
County,  which  re<*ently  became  an  KDA  designated  county  after  several  years 
of  attempts  to  get  it  re^'lassifled. 

M^ork  in  Huhhard  County  beginn 

CSTE  worlc  in  Hubbard  County  6as  started.  The  needs  for  EDA  assistance  are 
being  studied.  Plans  for  a  veterans  agricultural  class  are  underway.  Early  dis- 
cussion of  the  manpower  survey  and  the  new  Emergency  Employment  Act  are 
in  prpgress. 


Community  facilities  funds  sought 

Assistance  Is  being  given  to  the  communities  of  Perham,  Wadena  and  Staples 
in  obtaining  Information  and  funds  for  community  facilities  buildings  for  library^ 
services.  Head  Start,  social  services  and  training  purposes.  Several  meetings 
were  held  during  the  quarter  with  the  Perham  committee. 
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Micro  citp  projeei 

CSTB  was  Involved  In  recruitment  of  a  survey  worker  to  assist  th6  Mic^^ty 
ProJc^  of  St.  John's  Ui4v^sity,  Collcgovillo«r  in  toiang  an  Inventory  4)^,i^m« 
initnity  leader  attitudes  in  August.  ^ 

.  Y.outh  employment  program 

Cott<*crted  Services  is  Involved  in  attmpts  tO/€itpand  youth  emplos^ent  serv- 
ices in  the  area.  V     ^/  . 

Emergency  employment  act  * 

Many  contacts^  were  made  during  the  quarter  with  county,  village  and  school 
officials  in  planning  for  use  of  E3mergency  £jinploynient  Act  niouies  allocated  for 
the  area.  By  county  the  distrihution  was  as  follows :  Todd— 3118,800 ;  Wadena — 
f40.80P ;  Otter  Tall— ?90,00a  and  Hubbard— 1128,900.  ^ 

Venter  achoota  - 

Concerted  Services  is  involved  in  group  discussions  of  the  development  of 
vocational  center  schools  in  area  high  school  districts. 

Regional  copimiaaion  discuaaed 

08TB  has  been  involved  with  the  Title  I  project  in  Moorhead  State  College 
dnrini?  the  month  in  plans  for  public  discussion  of  the  needs  fof  formation  of 
a  regional  commission  in  the  area  that  inclndes  Otter  Tail  County.  Plans  call 
for  an  area  meeting  at  FOrgug  Falls  in  October. 

$mall  farmer  advisory  committee 

The  rough  copy  of  the  brochure  prepared  by  the  ^all  farmer  advisory  com* 
mittec  has  been  sent  to  thQ.  printer.  The  brochure  will  present  the  information 
gathered  regarding  the  small  farmer  and  the  committee  recommendations  for 
assisting  him.  Area  bankers  are  being  contacted  regarding  problems. 

Bubhard  County  manpaiver  aurvey  in  planning  aiage 

Pl^ns  for  the  manpower  survey  in  Hubbard  County  are  underway.  M^tlngs 
with  the  Park  Rapids  Chamber  of  Commerce  and  the  County  Board  of  Commit- 
.  sioners  are  set  for  October. 

TRAINING  AND  EDUCATION  PBOOftAMS  AND  PROPOSALS 

Regional  health  planning 

Concerted  Services  is  assisting  the  Mln-Dak  Health  Planning  Council  In  study 
of  health  needs  and  delivery  of  future  health  services. 

Lato  enforcement  training 

Plans  to  continue  the  law  enforcement  training  programs  held  last  year 
through  the  vocational  schools  and  junior  college  extension  center  are  also  In 
progress. 

Veterana*  agricuUural  programa 

Veterans*  Cooperative  Farm  Training  Programs  are  now  operating  in  Staples, 
Wadena,  Long  Prairie  and  Eagle  Bend.  Surveys  are  being  taken  at  Park  Rapids 
and  Parkers  Prairie.  Perham  is  Joining  In  u  joint  area  program  with  Detroit 
lAkea 

t^iremanahip  training 

A  curriculum  Is  being  developed  by  thD--Hraples  Area  Vocational-Technical 
School  to  help  upgrade  area  flremen.  CSTE  has  been  Involved  In  information 
exchanges  for  the  group.   ^  ^ 

AgrUmltnral  eoftenaion  aida 

Concerted  Services  has  been  In  contact  with  the  I'niverslty  of  Minnesota  Agri- 
cultural Extension  Service  to  discuss  the  possibllltleii  of  hiring  non-professional 
program  aides  to  work  on  a  l-to-l  basis  with  f^mall  farmers  In  the  area. 

Staplea  economic  conference 

Assistance  woe  given  to  the  organizers  of  the  state  economic  conference  at 
Staples  on  October  12.  About  150  area  community  leaders  were  contacted  by 
CSTE  regarding  the  conference. 
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*    envibonmbntAl  contbol  and  education 
Lake  pollution  , 

C8TB  met  with  Iak<»tihore  owners  on  Big  and  Little  Pine  I/Ukea  during  the 
month  to  further  »tudy  the  need  for  pollution  control  i^)p roach  In  the  areu. 
A^ii^tance  from  tlie  ntate  and  unlverHlty  Ih  being  nought. 

Pollution  education  * 

Concerted  Hervlcew  ha«  been  asHlf^tlng  other  agencien  with  uieetlngs  of  <*on* 
cerned  lake»horc  property  owners  to  view  imllutlon  pmbleum  and  Identify  em- 
ployment opportunltleN  related  to  environmental  control  occupationn.  B()th  the 
rnlverslty  of  Minnesota  and  Fergtis  Palls  Junior  Colletce  are  Involved  In  Btudy- 
ing  the  training  needs. 

EDA  grant  Bought  hg  \Vad(mu  Village 

letters  of  need  were  prepared  during  the  mouth  for  Wndena  Village  In  sup- 
|M)rt  of  grant  and  loan  for  Improveniont  of  water  service  to  an  area  with  Indus- 
trial potential. 

MiscELLANrsors 
Special  artiele  prepared  ^ 

An  article  discussing  the  Concerted  BGrvlces  concept,  and  the  CSTE  activity 
in  Minnesota  was  prepared  during  the  quarter  for  the  Federal  Extension  Service. 
It  will  appear  in  a  series  on  nirai  programs  In  action. 

Co<>rdinator  Mandt  i)artlclpated  In  the  Governors  Omference  on  cconrmilc 
development  at  Grand  Rapids  In  August. 

Assistant  Coordinator  Smalley  participated  In  the  state  vocational  education 
conference  at  Bemldji  in  Augtist. 

Regional  HEW  reprennitative  vUUh  projcvt 

>Mr^  Bert  Mettelka,  I'rogram  Officer,  Manpower  Development  and  Training;. 
r.S.  Office  of  Education,  Region  V,  met  with  Coordinator  Nherumn  Mandt  and 
Assistant  Coordinator  Jared  M.  Snmlley  at  the  Concerted  Services  office  hi 
Wadena  on  September  l^.  A  discussion  was  held  on  project  goals  and  plans  for 
coming  year. 

Coordinators  make  Chicago  trip 

Coordinator  Hherumn  Mandt  and  Assistant  Coordinator  Jared  M.  Smalley 
Jolnn^l  Mr.  C.  B.  Gitlilafid,  Washington  Liaison  for  the  Concerted  Services  Task 
Force,  and  Porter  Martin^  IlllnolH  CSTP]  proje<  t  coor<llnator,  on  September  13 
and  14  in  Chicago.  The  group  met  with  regional  Officials  from  the  Departments 
of  Iiri),  IIP^W.  and  Labor,  the  Environmental  I*rotectlon  Agen<*y,  and  EDA  to 
dis-fUss  the  CSTE  program  and  obtain  current  Information  on  new  program5)  and 
program  delivery. 

TexanrSTEcoordinutor  visits  area 

Mr.  Mac  Varley  of  the  new  CSTE  pr6ject  area  In  Texas  spent  Septeuil)er  2{\^ 
23  with  the  Minnesota  coordinators  In  viewing  manp<)wcr  and  rural  development 
Work.  Many  personal  contacts  were  nmde  for  exchange  of  Ideas. 

Coordinator  atiendn  special  atatc  meeting 

Cot)rdlnator  Shennan  Mandt  attended  a  special  %state  meeting  on  the  Emer- 
gency Employment  Act  held  at  Grand  Rapids  on  Septemt)er  10  to  obtain  and  help 
area  counties,  villages  and  school  districts  In  Identifying  needed  occuiiations  and 
positions  that  could  be  funded  soon. 

Assintant  coordinator  takes  census  course 

Assistant  Coordinator  Jared  M.  Snmlley  participated  In  the  one-<lay  Census 
Csers  Conference  held  at  the  Cnl^ersSfy  of  Minnesota  on  Septeml)er  22  for  per- 
sons involved  in  using  eenr^s  information  for  human  resource  development. 

ACHIEVEMENTS  AND  BECOONITlON  DtmiNO  QTTAnTEU 

Wati  receives  $12,000  grant 

A  .$12,000  grant  has  been  nmde  to  the  Wadena  Area  Technical  In^ititute  by  the 
t'pper  Great  Lakes  Regional  Commission  to  help  finance  a  $00,000  occupational 
training  mroject  in  plumbing,  electronics,  telephone  and  other  industries  at  the 
school.  \ 
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Wadena  radar  bane  declare  **Hurplu9** 

The  Wadena  Air  For<*e  litidar  Bat^e  Wn-ated  nortU  of  Wadena  Village  ban  be^n 
derlarcd  surplun  proiJerty.  A  loeai  utilization  committee  In  Htud^'in^  pO:«MlhllltleH 
for  future  u^e  of  the  farllltl<>t4. 

Ifuntertn-ille  impounflmcntu  di-dU'atvd 

The  Minnesota  CoiuiulHHioner  of  the  T)epnrtm<>nt  of  SCntiirn!  IloHourreh  was 
present  thlti  quarfer  to  help  dedicate  Wadena  County's  Iltniterhville  water  Im- 
lM>undmenta  Tlie  project  was  developed  through  AVesMIn  K<'&1>  profjraiu 
a.^^1  stance. 

\eir  hospital  approved  fur  IVar/cnn  *^ 

Wealey  Uonpltal  board  of  dlr<H'tors  announces  this  quarter  tliat  construction  of 
a  new  $2.1  milllou  dollar  ht^rqMtal  will  bei'ome  a  reality  thanks  to  fhe  efforts  of 
hospital  administrator  Karl  Schllb^  in  helping  obtain  a  illll-Huryon  loan  for 
$1,(M)(),000.  Construction  will  \n%\n  in  the  sprip  of  11)72. 

Sehrf>a  hUHtneaJtman  numrd  to  advisory  cofft^it 

John  Rife,  SebeUa  ])nslnetisuian,  wjih  one  ff  2-  Minnesota  persons  naaied  toihe 
new  state  Natural  Kesource  Advisory  Council  by  Mimiesota  (Jovernor  Wendell 
Andt  rKon  thia  month.  IMitpose  of  tlu'  coun<>il  Is  to  assist  the  Department  in 
prcM  ntlnii;  its  {>roi<r«ui.->  and  policies  to  the  {)iiblic.  and  getting  advice  on  the 
wishes  and  Interest  df  user  i;;roupM. 

)>■ 

Ustrnninn  eentrr  opvn» 

Kn  roll  men  t  for  the  fall  quarter  of  the  Wadena  Junior  CfjIleKe  Kx  tension  Center 
is  expected  to  double  tid.s  fall.  About  HO  full-time  stqdents  are  expected. 

Trntninff  for  Mrnahffit  trood  produetH  /inn 

On-the-job  ti;:alnln«  for  tlie  Minnesota  Forefl^'^Kluct^^  Cooperative  at  Menabga 
has  been  approvt^l.  Six  men  are  now  In  tpiinlng. 

IfoifHinff  nfudy  romptctvd 

Concerted  Servires  assisted  the  WesMlrvn-ULl^^  project  with  a  presentation  on 
liousiiHj  at  'Alexandijla  on  July  21.  JMirpAse  of  the  nine  county  iiieetlnp:  was  to 
foeuH  attention  on  the  housing'  needs  for  sci>ior  citizens,  and  the  futiire  need  for- 
more  low  and  moderate  income  housing  in  the  area. 

Sp*  rial  education  rnoprratii  e  ■incrcUMrH  fitoff  ^> 

The  Todd,*  Otter  Tail  and  Wadena  Si)ecial  Kducation  CooiH'rative  with  offices 
at  Wadena  has  added  a  new  ^^taff  mcud>er  to  specialize  in  Special  Lcarnlii^r  anil 
Behavior  Problems.  Lutlyr  Srlrlimacher  will  supen  is*'  Naome-  20  teachers  in 
the  area  and  do  consultation  work. 

Wf'M^}{lnn  RC  rf  />  han  ncjr  coordinator 

Darol  (R<h1)  Melby  has-been  named  the  new  Project  Coordlniitor  of  the 
WesMInn  R(^&I)  Project  servinpr  uine  counties  includinjr  Todd.  AVadcmi  and 
Otter  Tall.  lie  rephu^cs  William  Oemlrhcn.  who  was  j)ronu)ted  to  'assistant 
.state  con.servationlst  In  St.  Paul. 

CONCERTED  SERVICES  IN  TRAINING  AND  EDUCATION,  QUARTERLY  REPORT  FOR  JULY,  AUGUST,  AND  SEPTEMBER 
1971.  Ar4D  CUMULATIVE  REPORT  FROM  OCT.  1, 1965,  THROUGH  SEPT.  SC,  1971,  EASTERN  ARKANSAS  PROJECT 

July  1,  1971, 

to      Fiscal  ytdr 
Sopt.  30, 1971  1972  Cumulativo 

MDTA: 

Number  of  projects  approved     _   

Number  approved  tor  traininB.  _  

Trainees  enrolled    .. 

I       Trainees,  dropeuts.  and  transfers   , . . 

Trainees,  completing   .   

Number  in  training  July  1,  1971,  to  Sept.  30, 1971  

Adult  baste  education  and  GEO: 

Enrolled       

Total  cumulative  enrol  lees      .   

Green  Thumb: 

Enrolled     

Total  cumulative  enrollees  ^  

Grocnitght: 

Enrolled   

Total  cumulative  enrotteos   


1 

2 

22 

20 

20 

655 

21 

21 

608 

.1 

1 

<fs  163 

15 

15 

433 

20 

346 

346 

4.156 

6 

6 

108 

2 

2 
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CONCERTED  SERVICES  IN  TRAINING  AND  EDUCATION,  QUARTERLY  REPORT  FOR  lULY.  AUGUST.  AND  SEPTEMBER 
1971.- ANO  CUMULATIVE  REPORT  FROM  OCT.  U  1965.  THROUGH  SEPT.  30,  1971.  EASTERN  ARKAWSAS' 
PROJECT— CooUnutd 


.  .  

■  '  -  ■ 

— i  ■  ■  

July  1.1971, 

tO'  ~* 
Sen!  30  1071 

PlO^I  t#AAr 

1972 

Cumulttlvt 

Titltlll>e: 

.  Enrolled..  

71 

Total  cumulttive  tnrollees      .  . 

822 

National  Youth  Cofpsin-xhool: 
Enrolitd 

7Z 

Total  cuRUilativt  tnroilets* 

784 

Neighborhood  Youttr  Corps  out-ol-$chool: 
Enrolled 

22 

Total  cumulttivt  tnrolieas 

517 

Job  Corps: 
Enrol  lid 

IS 

18 

Total  cumulttlvt  tnrolieas 

S61 

VISTA: 
Enrol  lid 

0 

0 

Total  cumiilativt  vnfollecs 

a 

Haadstart: 

Total  aorolled  1966 

903 

Total  anroiied  1967 

726 

Total  anrol ltd  1968  

.  1.049 

I. 

Total  tnrolltd  1969 

OJT:  *   

Enrolled  

44 

Total  cumulstlve  enrollees 

105 

Vocational  educatiori  classes  trade  extension: 

Enrolled... "...i  

< 

^  t            240  ^ 

240 

Tnlal  nimiilaliua  MnrnllMA^ 

Si 

4  99& 

Vocationalvducsrtion — Home  economics:  v 

Enrolitd  

..^   0 

0 

Tntil  nimiilatiuA  Anrnllaav 

ti 

9L 

Vocational  rehabilitation: 
•  Enrolled  

  60 

60 

1  7M 

11  MO/ JUDO  • 

  79 

79 

Tntal  riimiilAliuit  AnrnllMC 

182 

STEP: 

Enrolled   

  14 

14 

Tntnl  i^iifniilflf lUA  nnrnllAA^  ' 

01 

si 

'(iimmAr  NaiahHnrhnnH  Vmith  fVirnc* 

^Ullllllol  llvl^llUUI  IIUUU    lUUlll  V#UI|I3> 

Enrolled 

111 

111 

Total  cumulative  enrollees  1  

1,837 

Emerfency  Employment  Act: 

Enrolled   ^  

  4 

4 

Tot^l  cumulative  enrollees  

4 

Summer  orientation  program: 

Enrolled  1968  

300 

Enrolled  1970  

274 

Other  training: 

Enrolled  

  244 

244 

Total  cumulative  enrollees  

4,059 

Grand  totals: 

Quarterly  enrollment  total    

  1.  355  .. 

Fiscapyear  1972  enrollment  total.  

J.  355 

Cumulative  enrollment  total  

25.244 

Concerted  Services  in  Traininj?  and  Education  Quarterly  Report  for  July, 
Aui^ust,  and  September  1071,  Independence  County  Arkansas  ProjevC 

MI5tA: 

Programs  in  operation  .*   1 

Number  enrolled  ^  .  ^  

Programs  justified  by  CSTE  ^^^'^1-  f_  :__  ,  1 

Jobs :  *  n  ^  ^ 

-  ,    (1)ntracts  ,  j.  ,  L- 

Enrollees  ^  L-^   1 

Green  thumb :  Enrollees  I-i   34 

XYO  in-school :  Enrollees  i-J   22 

.NYC  summer:  Enrollees  126 
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Head  Start  :  •  '  »        "  ^ 

HEW  Head  Start   43 

VISTA-loeally  funded  ^   25 

Sheltered  workshop^:  Pfartielpanta   16 

Alcoholism : 

EdqeatJonal  program  to  groups  .   14 

Residents  of  Recovery  Center  ,   49 

Completing  course  l   1^,1  24 

Returning  for  additional  treatment  ^   16 

Step:  Enrollees  — <   5 

College  work  study!  Participants— students   I  I  21 

Emergency  Employment  Act :               *                                      •  r 

Number  slots  —  t  -H-  t  I  10 

Number  slots  filled  J   7 


CSTB  QlTABTEBLT  RePOBT— ABKANeAS — Septembeb  30,  1971 

Following  is  a  list  of  projects  and  achievements  to  whi<di  the  Concerted 
Services  in  Training  and  Education  Staff  contributed. 
^    (1)^  Alcoholic  Recovery  Center,  Inc.— This  is  u  twenty-four  hb^  treatment 
facility  with  a  preventative  education  program.  The  center  is  located  in  Bates- 
ville,  put  serves  a  mujti-county  area.       *  ^ 

(2)  Independence  County  Mental  Retardation  Association — Independence^ 
Sharp,  and  Stone  Counties. 

<3)  Independence  County  Sheltered  Workshop — This  workshop  provides  for 
training  and  gainful  employment  of  mentally  and  physically  retarded  individuals. 

(4)  Comn^unity  School  for  Trainable  Children  of  Independence  County---Offer» 
education  and  training  with  emphasii^  on  personal  and  social  skills  and  self-help 
skills  to  mentally  retarded  children  ages  6  to  12.  « 

(5)  Collection  of  Data  Relative  to  Health  Problems  and  Resources  of  the  Area. 

(6)  Melbome  Vocational-Technical  School — This  school  would  send  service  to 
a  multi-county  area  which  includes  Independence  County.  The  State  Department 
of  Education  has  committed  funds  for  the  construction  of  the  school. 

(7)  Neighborhood  Facilities— The  CSTE  Coordinator  has  been  active  for  years 
In  the  development  of  applications  and  funding  of  a  facility  at  Cushman.  The 
facility  is  now. about  99%  complete.  v 

(8)  Eipergency  En\ployment  Act— CSTE  worked  closely  with  state,  county,, 
and  city  officials  in  implementing  the  EE  A. 

(9)  Clerical  Cluster-MTDA — This  project  was  in  operation  when  the  CSTB 
office  was  opened.  CSTE  is  working  with  Employment  Security  and  Vocational 
Education  personnel  in  evaluating  the  cluster  and  planning  for  future  programs. 

(10)  JOBS — A  JOSs  contract  for  training  a  laboratory  assistant  was  neg(K 
tiated  by  ESD. 

(11)  MDTA*— The  CSTE  office  has  completed  justiflctaion  for  an  Auto  Body 
Repair  Training  portion  Program.  The  application  is  being  prepared  now. 

(12)  Cf)llege  Enrollement — The  CSTE  office  was  instrumental  in  obtaining  the 
enrollment  of  five  people  in  the  regular  program  at  Arkansas  College.  Loans  and* 
grants  made  the  enrollments  possible.  Two  more  people  are  scheduled  to  enroll 
in  the  spring  sem^ter. 

(13)  Continuing  Education — Eighty  one  people  are  enrolled  in  four  continu- 
ing education  classes  at  Arkansas  College  and  twenty  five  are  enrolled  in  the  col- 
lege's r  Cherokee  Village  program  in  Sharp  County,  CSTE  has  been  and  is  con- 
tinning  to  be  very  active  in  this  field.  Programs  are  now  being  planned  for  the 
spring  semester.  Foothills  Vocational-Technical  School  has  pledged  their  coop- 
eration and  assistance.  * 

(14)  The  Goddard  Arkansas  Program  in  Further  Education — This  is  a  pro- 
gram to  take  college  education  to  the  people.  CSTE  and  Duane  Wells  of  Goddard 
College  at  Plainfield,  Vermont,  have  worked  Ion??  and  hard  to  bring  this  "vest 
Pocket'^  college  to  Arkansas  and  Independence  County. 

,  Batesvile,  Arkansas  Quarterly  Report,  September  1971 

•  (15)  Head  Start — CSTE  assisted  in  locating  space  for  the  Batesville  Head 
Start  Program.  CSTE  also  assisted  in  the  planning  and  initiation  of  a  summer 
,  Head  Start  Program  at  Cu^man.  The  Cushman  program  was  a  local  effort  with 
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no  federal  fundn  Involved.  Twonty-flve  children  were  served  in  the  Cushman 
program  and  thirty-nix  are  presently  enrolled  in  the  Batesville  program. 

(16)  Neighborhood  Youth  Con)^('8TB  afisisted  in  the  evaluation  of  NYC 
enrol  lees  and  work  stations.  CSTE  unsized  the  NYC  Director  in  establishing 
meaningful  work  stations. 

(17)  Ozark  Gateway  Tourist  Council — Organized  as  a  non-profit  corporation 
to  promote  tourism  in  this  urea. 

(18)  Health  IManuing  Council — CSTE  Coordinator  is  a  member  of  the  Inde- 
pendence County  Health  Planning  Council. 

( 19)  Trade  Extension — CSTE  assisted  in  planning  and  applying  for  four  trade 
extension  courken.  Trade  extension  cluKses  in  welding  aiid  electricity  and  house 
wiring  were  held  dnriug  the  (fuarter. 

(20)  Job  Development  and  IMacemenf — CSTE  is  working  closely  with  the  Em- 
ployment Service  and  CAA-OEO  in  Job  development,  placement,  andk^ounKeling. 

rJi)  Veteran's  Training— ^'STE  is  working  with  Independence  County  School 
Siiper visors,  local  school  (»fflciUls,  and  State  Department  of  Education  offllcals 
in  eHtabilshing  veteran's  trainihg  programs.  A  Veteran's  AfTairs  offfcer-was  re- 
centljr  appointed  by  James  Elms,  Independence  County  Judge. 

(22)  Senior  Citizens — CSTE  is  assisting  the  Newark  Senior  Citizenti  ('enter 
In  reestablishing  organized  and  meaningful  activities  in  the  Center.  An  appeal 
to  the  Office  on  Xgng  is  being  prepared  in  an  attempt  to -recover  equipment  and 
f  iirnlshingK,  which  were  removed  by  the  office  on  Aging. 

(23)  Regional  Civil  Serviws  <:!enter--OSTE  is  cooperating  with  other  agen- 
cies in  exploring  the  posNibility  of  utilizh)g  a  vacant  college  dormitory  as  an 
office  building* to  house  civic  and  so(*ial  Hervi<*es  agencies.  This  woiild  provide 
a  wide  range  of  services  in  one  building. 

(2^)  Day  Care  <'ST>^  ^s  working  with  various  groups  in  seeking  to  provide 
a, day  care  program  especially  for  low  income  families  but  not  necessarily  re- 
stricted to  tender  them. 

(2.")  The  Human  Resources  Center — CRTp  is  working  with  Arkansas  C<illege 
in  exploring  and  planning  a  human  resources  center.  TIiIn  center  wo\iId  super- 
iiiipoHe  a  comnnitilty  college  over  the  private  college.  It  wo\ild  also  include  ABl^^, 
(lEl).  Continuing  Education,  non-cre<Ut  and  credit  seminars,  lecturer,  <leru(»ii- 
stnitlons,  and  workshops,  community  and  school  assistance  In  counseling,  testing, 
etc.,  Vocational-Twhnlcal  training,  two  year  associate  degree*,  four  year  Rach- 
elor  degree  and  five  year'Alasttjr  degree  programs.  Many  Ideas  an'd  eonc<»pts  are 
being  studied  at  yie  present  time.  , 

(2(U  Swine  T.ease  Program — This  prograni  In  sp(msored  by  CAA-OEO.  Dis- 
advantaged families  may  purchase  sows  hy  paying  with  pigs  pr(>du<'ed  by  the  sows. 

Following  Is  a  list  of  projectfi  and  ochlevements  which  were  far  along  toward 
reality  when  the  CSTE  office  was  established.  CSTE  is  now  ncjiv^  In  these  pro- 
jects and  will  be  giving  some  form  of  assistance  in  their  (lompetitlou  and  or 
utilisation.  * 

(1)  Regional  Airport— Batesville  has  been  designate<l  by  rtie  Economic  De- 
velopment Adndnlstratlon.  r.S.  Department  of  <\)mmerce.  as  a  ••growth  center" 
for  ten  north  central  counties.  A  Regional  Airport  Is  now  \mder  constriictlon 
using  fimds  from  the  Department  of  Transportation,  ()zarks  Regional  Counnis- 
sion.  and  local  sources. 

(2)  Blanchard  Cavern^- -The  I'.S.  Forest  Service  Is  developing  the  caverns 
as  a  toiirist  attract  Urn.  Blanchard  Caverns  Is  expected  to  efpml  or  s\irpass  even 
Carlsbad  Caverns  Iti  size  and  beauty.  Tlie  Fo^*est  Service  has  estimated  that  at 
least  one-half,  million  people  wlU  visit  the  caverns  (hning  the  first  year  of 
operation.  . 

(3)  Mountain  View  F(»lk  (^ultural  Complex— This  will  include  at  least  22 
craft  programs,  an  annual  Folk  Festival,  an  PM\u*ation  Center,  an  outdoor  am- 
phitheatev  with  a  <-apaclty  of  ."000,  and  a  skill  training  center. 

C4)  Mental  Henlth  Clinic— The  North  Central  Arkansas  Mental  Health  Clinic, 
Inc.  has  a  clinic  In  Batesville.  This  clinic  is  open  one  day*  each  weelc  and  ap- 
pointments can  be  made  for  other  times.  Fees  are  nominal  an(t>are  based  on 
family  size  and  income. 

(•*»)  White  River  Regional  Afedical  Center— This  is  to  be*  a  complete  medical 
facility  located  In  Batesville  but  to  serve  a  nmUl-county  area. 

(«)  City  Parks  and  Iiecreatl(»nal  Area  Expansion — Federal  funds  will  allow 
for  the  expansion  of  Riverside  Park  and  the  development  of  a  public  golf  course 
and  other  recreational  acccnnnuxlatlons.  ^ 
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(7)  Batesville  Housing  Authority— Batesvllle  hns  been  approved  for  100  plus 
units  of  low  rent-elderly  houHing. 

CoNOEBTED  Sebvices,  ^andoval  County,  Biebnalillo,  N.  Mex.  * 

PBOJECTS  COMPLETED, 

MDTA-BAB ;  Adult  Basic  Education  ;  Title  III-B,  KOA,  HELP,  Title  V  \  Main- 
stream Operation  ;  CiiBa  Adult  Program. 
Title  III~B — Older  American  Program. 
Employment  Security  Commission. 
Title  V  Project,  Welfare  Department. 

CURRENT  PROJECTS  AND/OR  PROGRAMS  (CUMULATIVE  STATISTICS  OCTOBER  1965  SEPTEMBER  1971)- 
JULY,  AUGl[ST,  SEPTEMBER  1971 


Quarter  Cumulative 


Bemalilto  Vocational  Skills  Renter: 


Auto  mtchtnics  (50).  . 

Offict  tducation  (94)  

Electronic*(55)- 
Home  economics  (105) 
Graphirt  arts  (63) 
EtectricitY-rtlriieration  (60). 
Nursini 
Oraftin 

AfficutTurt  (37) 


Buildini  trades  (76)    

Job  opportunities  (31)   

Jtme2  Vallty  Hi|h  School: 

Industrial  arts  (70)  .      

Homt  economics  (90)  .  -  .  _  ^  — 

Buitdini  trades (18).     .  ..  _ 

Cuba  Hi|h  School: 

Business  education    ...       •         .  .  .. 

Homt  economics      _  ..      .. 

DEPARTMENT  OF  HEAUH  AND  SOCIAL  SERVICES 

Food  stamp  proiram: 

Persons  participating         

Stamps  issued     .   .  _ 

Cash  recetvtd       .   ,      ..  ... 

WIN:  Number  in  program  .  .    .    .    .  { 

Northern  New  Mexico  concentrated  employment  program,  ESC: 

Intake  order;  persons  called  to  }obs.     .    _  .  .   

Actual  traininj;  OJT,  move  JOBS  1970   .   

Community  action  programs,  QtO,  Bernalillo: 

Mainstream  operation   ...      

^^Emergency  food  services- _ .   _  _    .  .    ._.  .  . 

tamily  planning  services   .       ... 

Vvst»---.      .  .  )  

ic^l  aid  services:  ' 

Cases  _  .   _     - ...    . 

Participants. .    _     _  .  .    . 

Headstart  1965  September  1970  ..   .    

National  Youth  Corps: 

In  school.  _    _    ......    ...    _.. 

Summer     .        _.    

Information  on  Indian  programs     .... 

Small  Business  Administration:  1  loan  to  Apodaca  Biothors  chile  processing  plant 
Farmers  Home  Administration:  13  loans  for  homes,  livestock  purchase,  and  water  wtlls 
Referrals  lor  iobs:  Training/other  agencies    .    _   .  .  .. 
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178 


18.926 
451.794 
(129,289.75 
4 

56 
41 

37 
1.463 
59 
0 

208 
437 
60 

39 
238 

(50,000  . 
(110,000 
10 


3,005 

215 
270 


234,291 
1.845,318.32 
628,  575. 25 
130 

248 
234 

552 
4,269 
530 
31 

2,381 
3, 149 
1,673 

1.825 
182 
(') 


*  Not  available. 


ACnviTlES  WITH  INDIAN  AND  NAVAJO  {;R0t'P8 

I*atent8  and  documents  to  establish  land  ownership  were  Raihered,  reviewed 
and  documented  at  the  Sandoval  County  ('ourt house  and  deemed  correct  by 
JLegal  Aid  Services  for  the  Xavajo  families  requesting  assistance  in  getting  water 
^ells  and  storage  tanks.  Cooperated  with  Farmers  Home  Administration  and 
ASCS  in  assisting  Navajo  families  in  form  filling  to  get  financial  help.  By  the 
end  of  September,  1971,  four  water  wells  were  drilled  and  coir\pleted — Toledo, 
Herrera^  Tsinnajlnnie  and  Smelser. 
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BIA  ©ubwltted  proposal  to  KDA  seeking  funds  to  develop  an  Indian  Industrial 
Park  near  BernaUUo.  Concerted  Services  Hupiwrted  the  project  by  obtalnlniar 
letters  of  endorsement  from  the  County  Cominlsalouers  and  busliiessineu. 

The  Jem€»  Klectric  Co-op  wiu?  approved  for  UKA  funds  to  render  electrical 
^iervlces  Navajo  families.  Follow  up  made  to  determine  number  of  fnmilies 
who  slfjned  up  for  this  service. 

Coordinated  meetiuRH  with  the  Indian  CAP  to  couje  up  witii  a  plumbing?  and  * 
electrician  training  program  for  hiring  of  trainees  In  the  six  Indian  pueblos. 
The  governors  of  eath  pueblo  will  confer  further  to  come  up  with  a  class. 

Sandoval  Cor.NTY  CSTK-~Skptea!BKu  HO,  1071 

The  Cuba-Chetkerboard  Area  Health  System  applhation 'ims  l)eeu  funded 
$141,000  by  Four  CorneFH  Regional  Commission,  which  will  become  available 
when  the  federal  grant  from  Health,  Education,  and  Welfare  Is  processed  and 
4ipproved  for  the  requested  aniount  of  $;571..")28.  rtiilzation  of  Four  Corners 
monies  as  state  matching  funds  will  have  to  be  clarified  before  the  application 
Is  given  final  approval. 

As  a  result  of  attending  Comprehensive  Health  Council  meetings,  the  St. 
.Tosei)h-Presbyterlan  Cooperation  llealtli  Service  steering  committee  met  in 
Hernnlillo  to  determine  the  Interest  and  support  tiie  people  would  lend  to  a  clinic 
If  (mc  were  established  in  this  area.  Facts  were  obtained,  and  consequentlv 
<'STE  will  nialce  a/Medlcaid-Medicare  survey  to  iearn  the  numiier  of  persons 
who  would  utlll^the  facility  if  It  were  available.  (Vmtacts  will  be  made  with 
various  iandojWiors  for  a  land  site  for  this  proposed  dlnlc. 
- — At  om-^tri  the  meetings.  Dr.  James  R.  Gay,  Director,  New  Mexico  Regional 
Medical  Program,  spoke  to  the  group  Indicating  that  au  ambulance  for  the  areas 
of  Torreon,  Lybrook  and  Cuba  would  be  approved  and  funded  througli  t!ic 
Department  of  Transportation.  Direct  communications,  via  radio,  from  these 
conununities  to  Bernalillo  County  Medical  Center,  will  be  maintained.  Plans 
:are  to  secure  an  ambulance  for  the  nernailllo-Hio  Uanchos  area. 

The  Department  of  Health  and  Instit^itlons  assigned  Pat  Pratte  as  Coordinator 
for  Saudoval  County  In  community  mental  health  services.  Miss  Pratte  will  be 
acquainted  with  community  leaders  and  citizens  In  the  coimty  .so  that  \i^v  func- 
tion and  role  will  be  known. 

C0N8KRVATU)X 

The  Sandoval  Soil  and  Water  (\)nservatlon  District  and  Soli  Conservation 
Service  developed  a  pilot  conservation  project  to  do  all  the  planned  erosion 
control  and  sediment  retardation  work  in  tlie  Sandlas  Watershed  Project.  The 
Hoard  of  Supervisors  have  authorized  CSTK  to  Implement  the  pro.|ect  bv  seeking 
tnnds  and/or  Ideas  of  other  agencies  to  obtain  labor  force  to  do  the  actual  work 
on  this  project.  CSTK  Is  working  with  the  Kmployment  Security  Commission, 
tho  Town  of  Rernaiillo,  and  the  Sandoval  County  Commission  In  this  regard. 

EXTENSION  SERVICE 

A  new  Home  Extension  Agent,  ^Ira.  Shirley  ITastlngs,  has  been  named  for 
?iindoval  County,  A  permanent  assignment  of  an  agent  la  as  a  result  of  the 
efforts  of  n  voluntary  VISJA  obtalued  through  CSTE  and  Washington  GEO 
several  years  ago.  To  date,  nine  extension  clubs  have  been  organized  In  the 
•county.  Extension  Service  has  been  active  In  cooperating  with  the  Nutrition 
Committee  of  Sandoval  County  on  nutritional  aids  for  families.  Discussion  was 
held  this  month  with  Extension  Agent  as  to  the  possibility  of  getting  a  4-H 
leader  for  the  county. 

ixdustriat/ 

The  Bernalillo  Development  Corporation  and  CSTE  has  conferred  with  a 
garment  manufacturing  company,  providing  the  plant  officials  with  data  on 
Sandoval  and  San  Miguel  Counties  as  to  availability  of  land  sites,  etc.  The 
S&L  Corporation  has  started  production  with  two  homes  under  conatrnetlon  In 
Bernalillo.  These  homes  are  constructed  from  modules  which  are  a  light  weight 
sandwich  of  polyurethane.  When  this  plant  Is  operating  on  three  shifts.  It  will 
"be  able  to  turn  out  from  six  to  eight  houses  a  day  and  the  plant  will  start  up 
with  from  10-15  employees  wlien  completed. 
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Application  to  Small  BuBlneus  AdmiuiBt ration  for  u  $70,000  loan  to  build  a 
machine  tool  shop  was  compiled  £iud  completed  on  behalf  of  the  Ueruallllo 
Development  (Corporation.' 

The  Apodaca  Brothers'  (!hile  Processing  IMant  In  UemaiiUo  la  in  full  opera- 
tion^ employing^  persons  ial:wo  shifta 

North  Central  New  Mexico  Kconomic  Development  District  forwarded  Xorms 
to  our  oiRce  to  be  executed  by  Kandla  Battery  Company  and  Bernalillo  mayor 
to  substantiate  data  for  the  EDA  application  pendlnfj  lor  water/ aewer  facllitlen 
for  the  Bernalillo  Industrial  Park. 

The  people  In  Pondei-osa  organized  into  the  Ponderona  Mutual  Domestic  Water 
(^onHumerti'  and  Mutual  Sewage  Works  Association,  Concerted  Services  asHltiteil 
this  group  In  compiling  Articles  of  Incorjjoratlou^and  By  Uivvs.  Ai)plU'ation«  for 
financial  assistance  through  FHA  will  be  processed  an4l  futupt  meetings  co- 
ordinated until  project  Ib  completed. 

HorsiNO 

The  Local  Housing  Authority  la  applying  to  HUD  for  additional  public  hous- 
ing— 150  unit.  The  76  units  are  under  construction,  «nd  applications  for  occupancy 
will  be  taken  during  the  months  to  come.  Completion  is  expected  In  January,  1072. 

ANOTUEB  INCOBPOHATED  VILLAGE  IX  COUNTY 

(Ujrralefl,  situated  IS  miles  west  of  Bernalillo,  ineorporated  recently  ele(%|ng 
a  ^man  mayor  and  council.  CSTK  has  been  asked  to  give  this  Council  helWin 
getting  projects  underway.  *  ^ 

ZEEO  BASE  BUDGET 

Concerted  Servi(»e8  in  Training  and  Kducation.  as  a  hlvl.shm  of  tlie  Depart- 
ment "of  Vocational  Kducation,  prepared  a  Zero  Base  Budget  for  Sandoval  and 
.San  Miguel  counties  for  fincal  year  1»72"1073.  This  budget  will  be  reviewed  by 
the  Legislative  Finance  Committee. 

rnoPOSKD  MEETING  WITH  flOVEBNoROF  $EW  MKXICO  '  ^ 

Arrangements  being  made  by  Ernest  A.  A  lgiK^  Director  of  A'ocntional  Kduca- 
tion, for  a  meeting  of  the  CSTE  Advisory  Corintiltjtee 'and  Coordinators  with 
•Governor  itruce  King.  At  that  time  an  Ufvto-date  rej^prt  on  CSTK  activities  will 
be  provided.  ■  ^  •  — 

VISITOES  ^ 

M^.  &  Mrs.  Frank  Pollard,  Washlngtfvi:  Patricia  Knapp,  Las  ('riiplt^:  Clarence 
Edmond,  University  of  Arizona;  Kd  Henderson  and  Kiniiiet  Tlner,  IXiUIas 
Regional  Office:  Fred  McCracken,  Manpower  Dlvl,sl<m.  Em]»i()yment  Security 
Commission. 

OTHEB  ACTWITIKS 

Annual  reports  prepared  from  draft  for  tlie  Jeuiez  S(S5l  and  Water  Conserva- 
tion District  and  the  Sandoval  Soil  and  Water  Conft^lisvatlon  District.  Follow 
up  is  continued  on  the  conservation  plan  proposiil  *deVeloi»ed  hy  the  Sandoval 
Soli  and  Water  Conservation  District, 

Provided  Educational  Writer  StafP,  Department  of  Vocational  Education,  with 
41  story  on  the  water  wells  In  the  Navajo  area  for  their  annual  report  to  the 
Superintendent  of  Public  Instruction. 

President  of  the  New  Mexico  League  of  Women  Voters  asked  OSTE  to  locate 
a  speaker  for  their  meeting  In  October  who  would  give  the  group  a- current  report 
on  New  Mexico  Welfare  Programs.  Mr.  Vicente  Pacheco,  Director  Finance 
Assistance  Division,  Sante  Fe,  was  contacted  and  he  agreed  to  speak  before  the 
group  October  0  In  Placltas. 

Following  an  office  Inquiry,  OSTE  obtained  information  on  the  status  of  the 
Social  Security  T-aw  pertaining  to  the  Inclusion  of  a  dlsahility  clause  making 
persons  elgible  for  Medicare.  Through  the  office  of  Senator  Montoya,  It  was 
learned  that  this  bill  was  passed  by  the  House  of  Rei)ref^entatives :  has  been 
referred  to  the  Senate  Finance  Committee  where  it  Is  pending.  Indications  were 
that  it  would  be  appropos  for  the  local  people  to  contact  their  senators  urging 
passage  of  this  bill,  and  the  inquirer  was  so  advised.  The  party  was  assisted  In 
this  regard,  hoping  that  passage  of  this  btll  will  help  many  persons  with  medical- 
liosplta I  expenses  through  Medicare. 
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Telephone  eonver^jatiou  with  C.  B.  Giliilaud.  CSTK  Llai»on,  indicates  the  fall 
sesHioii  of  the  CSTK  <  'oordiimtors  meeting  will  be  held  Id  Wushiugtun,  Novem- 
ber H-12, 1071,  i 

Arran(?ement»  made  with  a  local  cafe  to  have  the  Septeml>er  Apprenticet^hip 
Council  meeting;  us  requested  at  the  August  gathering.  Approximately  25  mem- 
bers will  trek  to  Bernalillo  for  thiis  luncheon-meeting.  y 

The  Adult  Basic  Kducution  teacher  aaked  to  use  the  CHTK  office  once  a  weelr 
to  hold  her  adult  clasps  of  17  enroUees  until  she  can  locate  suitable  quartern.  , 
Director  at  the  Vocational  HkAUs  Center  is  making  room  to  accommodate  this 
class.  / 

Clerical  assistance  given  to  the  Bernalillo  Youhg  Men's  Organization,  the 
Jemez  and  Sandoval  Soil  and  Water  Conservation  Districts,  Town  of  BernaHllo, 
Soli  Conservation  Service,  Bernalillo  Development  Corporation,  A8CS. 

Wfeeiingn  attended  by  Coardinator  and  Serretunf. — Apprenticeship  Council, 
T^cal  Housing  Authority,  Comprehensive  Health  Council,  RC&D,  Vocational 
Kducatiou  stafif,  ASTD,  Soil  and  AVater  Conservntifyi  District,  ACP,  Nutrition 
E<lucation,  conferences  with  KHA,  SBA,  Empioymei^t  Security  Commission, 
San  Felipe  Pueblo  Council,  Santo  Domingo  Pueblo  representatives  on  matters 
.  pertaining  to  county. 


CONCERTED  SEWICES  IN  TRAINING  AND  EDUCATION -QUARTERLY  REPORT  FOR  JULY,  AUGUST,  AliO  SEPTEMBER 
1971  AND  CUMULATIVE  REPORT  FROM  APR.  I.  1969-SAN  MIGUEL  COUNTY,  N.  MEX. 


Concerted  servtct?  referrab 


Employrqtnt  office' 

For  tmployment  ,   ^ 

Traimni.  .. 

SATB  .  , 

^CEP-Xoncentrated  employment  proiram;  Trairuni 
HELP— Home  education  livelihood  program  Training 
R.C.  &  D  — Roscurco  conservation  and  development  projoct:  For  employment. 
CAP- -Community  Action  Program  ' 

Emergency  food  and  medical  services  ^• 

For  employment  or  tfainini 

Cottage  crafts  project 
H.  &  S.S    State  health  an*!  social  services  department  For  assistance 
Now  Mtxtco  Building  and  Construction  Trades  Council:  For  training  in  carpentry,  roofing, 

plasterer,  cemtnt  mason,  plumber,  and  tiectrtctan     .  _ 
Area  vocational  tchool 

For  tmployment  .  .  .  .  . 

*  For  training. 
High  scbool 

CEO  test  . 
Adult  basic  education . 
Night  high  school 

Others'-  For  employment  .  ^  ,  , 

MOTA  C 

Number  of  prelects  approved 

Numbor  of  approved  for  training 

Total  cumulative  trainees  enrolled 

Trainees,  dropouts  _ 

Trainees,  completing 

Number  m  training  as  of  Sept.  30,  1971   

PEP-  Public  emplo/ment  program 
Total  enrollees 

Enrolledasof  Sept.  30,  1971   

Nelson  amendment: 

Operation  mainstream  enrolled  .  x 

Total  cumulative  enrollees  as  of  Sept.  30,  1971  ..... 
Title  ll(-B  (HELP): 

Total  enrollees  (mifrant  underemployed  seasonal  workers)    .   

Still  enrolled  as  of  Sept.  30,  1971      

New  York  City: 
Inschool: 

Total  enrollees  '     . ..  .   

Enfolloes  as  of  Sept.  30.  1971-  .    .  . 

Out  of  school: 

Total  enrollees  . .   

Enrollees  as  of  Sept.  30,  1971...     .      ..  .   

Special  summer: 

Total  anrolloos  ... 

Enrollees  as  of  Sept.  30,  1971      

Job  Corps: 

Total  enrollees     ...    .  .      ...    .  .. 

Enrolled  as  of  Sept.  30,  1971  -  .    

Basic  adult  education: 

Total  enrollees  during  period  .  

Still  enrolled  as  of  Sept.  30, 1971  

See  footnote  at  end  of  table. 


Quarterly  Cumulative 


3 

42 

2 

41 

0 

28 

16 

70 

3 

23 

2 

U 

0 

14 

0 

30 

0 

31 

2 

7 

0 

8 

7 

17 

7 

65 

0 

U 

0 

10 

7 

23 

81 

0 

U 

0 

U6 

0 

146 

0 

9 

0 

81 

0 

131 

31 

31 

31 

31 

24 

74 

12 

38 

58 

461 

58 

392 

97 

243 

93 

236 

8 

100 

0 

92 

310 

1,081 

310 

1.081 

4 

106 

4 

109 

80 

517 

80 

502 

o 

ERIC 
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GONCEnTEO  SERVICES  IN  TRAINING  AND  E0UCATI0t4-^UARTERLY  REPORT  FOR  JULY.  AUGUST.  AND  SEPTEMBER 
197)  AND  CUMULATIVE  REPORT  FROM  APR.  U  l969~SAr4  MIGUEL  COUNTY,  N.  MEX. 


Contorted  services  referrals 


Quarterly  Cumulative 


Head  start 

Total  enrettces 

Still  enrolled  as  ot  Sept.  30. 1971 

Special  sumratr  Headstart  (Pecos)  . 
Tab)e  HI  (cooptritive  project  m  special  eddettion): 

Total  ertrt)lleB3(proflram  discontinued). 

Enrolled  as^  of  Sept.  30.  1971  (profram  discontinued). ...... 

'  Voeattonal  rehabilitation : 

Total  enroHcfs       .  . 

•  Enrolledasof  Sept.  30, 1971  

CEP  On-the-job  traintng (unavailalt): 

Total  enrcllees...    

EnrojleesasofSopt.  30.  1971 
CEP- MOVE  (multtoccupational  vocational  education)  (unavailable); 

Nuraberotproiects  approved  .  -  -  —    

Total  en  toll et3..   

Enrolled  as  at  Sept.  30,  1971.  

Placed  in  Jobs.  ... 
OiT  SER(urvtct  employment  red tvetopmont):  s 

Total  cnrBllets  -   

Enrolled  as  of  Sept.  30. 1971     

•Child  development  center: 

Total  tnroltees  

Enrollees  03  of  Sept.  30. 1971.,   .   

Follow  Through: 

Total  enrollees.    --   ,  .  - 

Enfollees  as  of  Sept  30.  1971   — 

Special  summer  Follow  Through  —    

flight  high  school: 

Total  tnroliees  (program  discontinued)  .  . 

'    Enrollets  as  of  Sept.  30. 1971  (program  discontinued)  

STEP  (supplemental  training  and  employment  program): 

Total  enrollces   — 

Enrolleos  as  of  Sept  30.  1971-.      .   |.    , 

ESC   Employment  sccuiity  commission  activities: 
'    NeM  apphcations 

Counseling  intefviev*:.   i  ^ 

Placements  on  jobs   -TV^  - 

Servico  to  employer  out  of  Las  Vegas  .   

GATB's     -  - 

SATBs.        - 


0 
0 

0 
0 

0 
0 

0 
0 
0 
0 

0 
0 

46 
46 

348 
348 

0 

0 
0 

36 
36 

960 
132 
201 
100 
72 
0 


305 
304 
.146 

78 
78 

1C6 
68 

11 
11 

I 
87 
33 
49 

45 

20 

304 

304 

il87 
2.187 
66 

52 
52 

165 
159 

4.817 
1.807 
2. 448 
629 
426 
34 


i  JOB  1970  proposals  submitted  up  to  date 


ASCS-AgRK  L'LTURAL  StABILIZATIOX  CONSERVATION  SERVICE 

T\w  Lil  Fragiis  Piiertesito  Y  Sniz  Comiuunity  Ditch  Special  Project  has  com- 
pletRl  yrart  of  the  work  »ud  should  complete  the  entire  projed  soon. 

The  l.ns  Tusas  (^mimunity  Ditch  and  the  Herrern  Coraiutfflity  Ditch  aj:ent.< 
arc  in  the  process  of  obtaining  bids  for  their  special  projects,  and  are  very 
-urixiouH  in  petting  the  work  done  before  the  end  of  the  year. 

The  S(r«th  VilMneuva  Commiinity  Ditch  Hpe<'lAl  Project  received  final  ap- 
proval from  the  State  Committee  for  installation  of  an  ifri^ation  CMP  Flume, 
jiimI  fonstruction  .<]iould  start  soon. 

Tlic  Livestock  Feed  Proj^raSm  was  suspended  by  tlie  State  Connnlttee  effec- 
tive September  17,  1!)71  in  San  Miguel  County.  The  State  (\mnnittee  felt  that 
vnukv  conditions  were  a<lequate  to  sepve  the  livestock  at  the  present  tipic.  If 
conditions  chanpe  the  progran^  could  be  reinstated  at  a  later  date  between  now 
an<l  March  31. 1072.  ' 

4 It;  applicati(>ns  under  the  Live.«itock  Feed  Program  were  approved  during' 
the  drcniuht  emergency  period. 

The  c(.nnty  received  additional  funds  for  Emergency  Conservation  Practices 
an<l  cost-Sihared  with  prodncecs  in  deepening  and  drilling  livestock  water  wells, 
pipelines  and  drinking  facilities  to  replace  structures  which  went  dry  due  to  the 
drought. 

The  Cotnity   ASCS  office,  as  well,  as  all  ASCS  offices  throughcmt  the  United^ 
States  have  been  chosen  us  information  centers  to  an.swer  questions  frrmi  all 
citizens  on  President  Nixon's  Kxecutive  Order  which  is  designed  to  stem  in- 
flation and  strengthen  the  national  economy. 


The  douuty jAfiCS  office  ii?  r«cGlylni?  o£ffelQ)  anasvt^te  to  questions  concerning 
the  President*d  oction,  and  anj^  |>(erson  who  wants  or  needs  precise  information 
sbouid  get  in  tduch  with  the  county  oiEce. 


FMA   Firmjir's  Hom^  AdcnmidraUon 
Typ«  o|  loans  approved : 

Rura)  h0U5Jrt|   

OpiratlDf  lojin   

Farm  owmarMitp  *  .    .    . 

Equal  opportunity    ... 

Coop    .  

Association   , 

On  hand: 

Rural  bousing  

>  Operatini  toan  ,  

Farm  owner!ihip.   .  

Equal  opportunity   . . 

Coop  ..J  

Association  .   : . . 

Emeriency  loans   . 

Total  loans  approved  for  San  Migua}  County. 


San  Mifual 

County 

Total 

7 

7 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

15 

IS 

6 

8  . 

0 

0 

0 

0 

0 

0 

2 

2 

7 

>  Jti^  people  ware  deferred  to  different  places  for  possible  employment. 
^  LUNA  ABEA  VOCATIONAL-TECH MCAL  ^SCHOOL 

Luna  area  vocational-technical  school  courses 

The  following  rourneB  are  being  oflfered  for  the  fall  term  at  the  Luna  Area 
School:     -  4 
Welding  •  Electronics 

Drafting  Auto  mechanics 

Building  trades  Nur^^ing 
Clerk-steno 

Individual  (CEP) — concentrated  employment  program  referrals 

Tlierenre  approximately  (3C)  thirty-six  individual  CKP  referrals  taking  part- 
In  the  courses  listed  above,  which  are  being  offered  as  individual  referi^ls.  > 

MDTA  proffratns 

The  Luna  Area  School  Is  not  conducting  any  MDTA  Training  at  the  present 
time. 

HUP  turn-key  JJJ  project  training 

Classes  were  conducted  at  the  Luna  Area  School  for  the  local  Turn-Key  III 
unit  rcNldents  toi  the  Home  Management  Courses. 

We  have  (1)  to  <15)  students  In  some  of  the  classes  being  offered.  With  these 
students  ^nd  the  regular  students  attending  the  day  classes  and  night  offerings, 
there  are  upproxiraately  (294)  two^hundred  und  ninety-four  enrollees. 

QrARTEHLY  REPORT — SAN  MiGlJEL  CoUNTY 
HOUSING  AUTHORITY 

There*are  (270)  two-hundred  and  seventy  conventional  low-rrent  housing  units. 
(>ne-hnndred'(100)  Tnnikey  III  units  are  for  eventuifrownership  by  th^  tenant. 
All  of  the  above  (370)  three-hundred  and  seventy  housing  units  are  under  con- 
trurt.  The  VTO)  coiiventional  low-rent  housing  units  are  for -rental  only  and 
are  leased.  At  the  present  time,  there  are  no  available  vacancies. 

8CS — soil  cmiservation  service 

New  cooperators  .   o 

Technical  services   109 

Riicipients  applying  one  (1)  or  more  practices  .  ;   6 

Conservation  plans  prepared  '>   4 

Conservation  plan  revlsed^^   i 

Service  on  resource  planning  *  3  1 

Services  to  groups  >  .  I  ^11  50 

ECAP  referrals  serviced   q 
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H.C.    I), — rv8onrc<*  conservation  and  devetoi^went  project 
Projects  completed  _   j.       32- 


Active  projectfl  and  progre»6<ing- 

Temponirily  inactive  projects  

Projects  dlHContinued  (not  feasible). 


6 
24 


Total    projects     .      120 

^  Cap — QANQEE  DE  CWtrfO  COMMl'NITY   ACTION  IMUKillAM 

(Not  in  operation). 

FOOD   STAMP  IMtOUBAM 

Report  for  July  and  August  are  in,  but  September  report  did  not  arrive  In  time 
to  prcK«eKK  total  Mfamp  purtlclpatlon.  Report  will  be  nent  to  Wanbington  as  eooii 
a«  all  totals  for  July,  August,  and  September  are  processed. 


coiwty  coopbhati\x  exte^jsion  service 


(rnavaiiable). 


PBOJ  WTH 


STE  A«Hl8TANtE  WAH  INVOLVED 


1.  Coortllnator  was  appointed  member  of  tbe  Educaticm  Committee,  Constitu- 
tional Committee,  and  Nominating  Committee  of  tbe  Adelante  RC  &  I)  Project. 

2.  Working  witb  Scalon  and  AsHocIates,  Inc.  on  recommendations  tbey  bave 
Hubmltted  to  our  office  on  Jobs  tbat  would  be  opened  by  tbe  Elk  Mountain  Road 
Project  if  construction  is  approved.  Tbese  ilt()pie  would  be  trained  prior  to  being 
hired  by  tbe  contractors.  \ 

3.  Attended  all  of  tbe  New  Mexico  Apprenticeship  Association  monthly  meetings 
and  reported  on  activities  from  San  Ml|juel  County. 

4.  CoojJerated  with  Ribers  professional  weaver  in  trying  to  form  training  for 
the  lo<»al  people  there.  The  people  are  hesitant  to  try  out  for  this  type  of  project. 

5.  Coordinattu-  is  asHlsting  and  cooperating  with  the  White  House  Conference 
on  Aging  that  has  formed  various  committees. 

0.  Tbe  Emergency  Employment  Act  (EEA),  had  made  provisions  for  ("16) 
veterans  to  be  employed  in  San  Miguel  County  through  the  Employment  Security 
Commission.  "  . 

7.  C8TE  office  is  communicating  with  local  Employment  Security  Commission 
In  recommending  Viet  Nam  and  Korean  veterans  who  could  be  regl.stered  on  tbe 
waiting  list  for  the  Emergency  Employment  Act  (EEA). 

8.  RC  &  D  Constitutional  Revision  Committee  met  In  CSTE  office  to  revise, 
the  RC  &  D  Constitution  and  Bylaws.  Coordinator  Is  a  member  of  this  com- 
mittee. 

».  Contacted  local  Employment  Security  Commission  manager  and  discussed 
training  recommended  by  Scanlon  and  Associates,  Inc.  for  training  people  for  the 
Elk  Mountain  Road  Project.  This  training  might  be  Implemented  by  (MDTA)  — 
Manpower  Development  Training  Act  under  Section  #241.  -  '  •  . 

li).  The  CSTE  office  Is  Working  closely  with  the  new  (Jihsori  Recreation  Center 
in  Las  Vagas  which  has  been  selecte<l  to  be  used  by  the  senior  citizens  of  the 
community.  It  will  provide  j-ecreatlonal  facilities  and  will  he  sponsored  hv  tbe 
city. 

11.  The  Methadone  Maintenance  Program  njet  in  0*TE  office  to  make  those 
attending  aware  of  assistance  and  are  now  working  on  a  proposal  to  be  submitted 
for  assistance. 

12.  Our  office  has  undertaken  a  project  to  helj)  disabled  persons  as  well  as  blind 
persons  to  request  record  players  and  talking  hooks  from  the  Library  of  Comrre^N 
through  the  State  Library  in  Santa  Fe.  ^ 

13,  CSTE  office  is  assisting  with  any  RC  &  I)  proposals  for  this  county 

14,  Attended  several  workshops  on  the  Zero  Base  Budget  regarding  the  State 
Department  of  Vocational  Education  which  we  are  a  unit  of.  The  Legislative 
Finance  Committee  will  hold  hearings  later  In^  the  vear  with  the  State  Dlrectctr 
of  Vocational  Education.  .  , 

1^"^^**"*^  (\)naervation  Service  Information  Workshop  was  held  in 
(STE  office  where  various  towns  wdre  Represented  by  semling  their  representa- 
tives of  thttir  local  units.  This  workshop  was  proposed  to  instruct  ])ersonnel 
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prpKeiit  Iwtures  on  better  puhlio  relations  and  how  to  write  Interest inij  articles 
for  their  looul  newH,  radio,  and  televlnlon  mt^dhi. 

PD0P03ED  HaOJE(.*T8  .WilECE  OHTE   WIIX  PAUTICIPATE* 

1.  CSTE  will  assist  on  Pecos  Valley  Crafts  Project. 

2.  Assistant  on  (»utrlKht  grants  for  local  reMldents  for  remodel  in;?  homes  through 
HID. 

3.  Work  with  Helping  Hands.  Inc.  In  adjacent  county. 

.   4.  Coordinator  will  work  v^lth        &  I)  l*roJect  on  their  proponala. 

5.  rSTE  IH  connlderhiK  ARK  ClasseM  for  residents  of  the  Turnkey  III  hounln^ 
units. 

i\,  .\sslflt  the  local  Extension  Service  In  developlncr  a  homemakers  progr{in) 
for  Turnkey  III  families. 

7.  ( 'ooperate  wlth  Chandler  of  Comnierce  in  proposed  Industry  for  the  surround- 
ing? area. 

White  House  Conference  on  Aglnp:. 

0.  Methadone  Maintenance  Program  In  Las  Vejjas. 

10.  Galllnas-Rlver  Watershed  Project  In  San  Mif;uel  County. 

11,  Elk  Mountain  Road  Project  In  San  Mi^ruel  County. 

CONCERTED  SERVICES  IN  TRAINING  AND  EDUCATION  McCURTAlN  COUNTY,  OKLA  :  QUARTERLY  REPORT  FDR 
JULY,  AUGUST  AND  SEPTEMBER  1971  AND  CUMULATIVE  REPORT  FROM  DCr  1,  1968,  THROUGH  SEPT.  30,  1971 

July  1.1971 
through 

Sept  30, 1971  Cumulative 

MDTA  ^ 
Number  of  projects  approved  . 

Number  approved  for  trainmg- -  .   

Tfimtas  enrolled.   -     ^  .  .  .     .  .  .  . 

Truneescompletlnir      -        -     - 

Numbtr  in  trammgSopt  30, 1971  . 
i\dult  basic  education.  * 

Total  tnrollees...  -      

Enrolled  tD  of  Sopt.  30. 1971..  .    .    .   - 

Adult  education: 

Total  tnrollttJ    ^      ^  

Enrolled  as  of  Sopt.  30»  1971    . 

National  Youth  Corps,  m-school; 

Total  onrGllees.    -    

Enrolled  as  of  Sept.  30, 1971     -  

National  Youth  Corps  out-of-school; 

Total  enrolfces     ■.-   

Enrolled  as  of  Stpt.  30, 1971   .  -  

WIN  program: 

Total  onrolleos  ..  ...  

Enrolled  as  of  Juno  30, 1971     _  .     -    .    

Head  Starl: 

Total  onroilees  ...  .  .  ...        -.-  . 

Enrolled  as  of  Stpt.  30, 1971  .     

Jobs  program: 

Total  en rollees   .  .    .         .   _  ...  . 

Enrolled  as  of  Sept.  30, 1971  (theso  6  onrolloes  a  re  left  from  original  12  in  last  report). 
Vocational  education  classes: 

Total  trade  extension  tnroltets          .  .  

Enrolled  33  of  Sapt  30, 1971   ..  -    

Homo  economics: 

Total  enrolloes  .    -    - 

Enrolled  as  of  Sept.  30,  1971   -  . 

Vocational  rehabilitation: 

Total  onrolltts  in  training  

In  training  as  of  Sopt.30,  1971  .  ^  

DJT  program: 

total  onrolloos  .  ,  

Enrollees  in  training  Sopt.  30.  1971. _  .     

STEP  program: 

Tot?l  e/irolleos        -  .  ...... 

Enrolleos  in  training  Sopt. 30,  1971   -     

Emercency  Employment  Act: 

Total  enrol  lets  ...       .   

Enrolled  as  of  Sept.  30,  1971     .    ..   .  ,  

Placod  In  jobs<Septtmbor)         -     .     .  .    -  - 


0 

17 

0 

340 

20 

179 

0  - 

112 

,  48 

207 

23 

i.008 

•  23 

1,008 

fo 

0 

70 

457 

70 

497 

18 

138 

18 

138 

68 

68 

200 

850 

200 

860 

6 

96 

6 

123 

825 

3.  013 

825 

3,013 

575 

2,196 

575 

2,138 

42 

815 

42 

1,219 

0 

43 

0 

47 

2 

22 

2 

22 

6 

6 

6 

6 

120 

862 

1.826       .  . 

Grand  total  tnrollees  In  training  this  quarter      

Grand  total  enrollees  since  start  ol  pro)ect..  >.        .  ,   9,666 
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A  grant  of  $33,410.00  waa  uiu<k»  by  tbe  Uxarks  liegloual  Coirimlstjlou  for  liii- 
provemeiit^  to  the  Broken  Bow  Airport.  Total  cost  of  the  project  in  $111,388,00 
to  be  liuuuced  by  the  Jj'ederal  Aviation  Admiuiatratlon,  the  Sate  Aeronautical 
Comuiii^^ion,  and  local  fundd. 

C'oti^prehen^lve  Health  Planning  for  tbe  seven-county  Klamlchl  Economic 
Devejifopment  Dlotrlct  waa  made  poaalble  by  a  recent  grant  from  the  I'ubllc  Health 
Hervlce  of  the  Department  of  Health,  Kduratlon  and  Welfare.  Mr.  Harohl  Wataon. 
Director  of  Health  Planning  for  KKDDO,  Ih  buny  organizing  a  health  council 
composed  of  re()reBentatlve»  from  the  seven-county  area  to  Identify  health  needd 
for  the  area. 

The  Oklahoma  State  Department  of  Vocational  and  Technical  Education, 
Spedal  Sch«w)l  Division,  In  cooperation  vplth  the  Oklahoma  Htate  Employment 
5iervlce,  plana  to  conduct  pre-employment  training  for  perooiis  Interested  In  work- 
ing at  the  new  plywood  mill  at  Wright  City.  This  mill  will  uhc  both  nmle  and 
female  workera  Trainees  vvlU  receive  three  weeks  of  schooling,  three  houra  per 
night,  four  nights  per  week. 

State  Farmers  Home  Sui^ervLsor,  Mr.  S|)ud  WIdener,  attended  ground-break- 
ing ceremonleH  for  t3tarting  conntructlon  on  the  Mountain  Fork  Itoral  Water  Dis- 
trict. ThI.H  project  1«  being  hnanced  by  a  1.1  million  dollar  loan  from  tbe  Far*ners 
Home  Administration. 

A  Comprehensive  Plan  for  Idabel  development  through  1990  was  presented  to 
the  CUy  Council  and  IMannlng  Commla.slon.  This  Plan  was- developed  by  Com- 
munity Planning  AssoclatcH  of  Tulsa. 

i'STE  Coordfmitor  attended  an  InduHtrial  Workshop  at  Arrowhea<l  Lodge. 
The  meeting  was  arrange<l  through  the  State  Chamber  of  Commerce  and  wan 
well  represented  by  members  of  the  business  community. 

CSTK  i'oonllnator  attended  a  Ueglonal  Planning  Sendnar  at  Eastern  Okla- 
Iiouia  College  In  Wll burton.  This  meeting  was  sponsored  by  the  Klamlchl  Eco- 
nomli  Defi»lopment  District,  Tni versify  of  Oklabonm*8  Office  of  Urban  and  Com- 
munity Development,  and  State  Departnient  of  .Vocational  and  Technical 
Education. 

Percentage wi^S  McCnrtain  County  led  all  counties' in  Oklahoma  in  retail  sales 
«;niis  (luring  the  fiscal  year  1971.  This  was  a  gain  of  21.29  percent  over  the  1970 
li.M*al  year  sales  tax  collections. 

A  new  home  building  firm  has  be<Mi  organized  by  a  group  of  Broken  Bow  t)usl- 
ness  men  to  build  homes  in  tbe  $2r),(K)0.00  to  $:jr),000.U0  price  range. 

The  Wilderness  Area  tours  conducted  by  tbe  Oklahoma  Department  of  Wild- 
life Conservation  have  proven  popular  during  the  summer.  Many  varieties  of 
plant  and  animal  life  are  abundant  iTi  the  area. 

The  Choctaw  Nation  Housing  Authority  will  build  75  new  homes  for  Indians 
In  McCurtaIn  County. 

According  to  Lt.  Governor  George  High,  travelers  in  -McCurtaIn County  ^pent 
.«2.7M9.(>00.()0  In  1970.  This  was  an  Increase  of  127  percent  over  the  HM19  caleiKiar 
year.  Most  of  tbe  tourists  ap|)arentl.v  were  nttnict<Ml  to  tlie  aren  Uy  the  nc»v 
Broken  Bow  Keservolr.  Beavers  Bend  State  Pari:  attracted  l40.;M)t)  ca'mpei s  and 
trailers.  The  attendance  at  the  i«irk  was  listed  as  '2:2'iU.Um  over  the  past  y<'ar. 

.Meetings  have  l>een  held  to  accpiaint  the  public  with  the  -nnitary  laiuitill 
method  of  nolld  waste  disposal. 

'Hii'  Cho<*taw  Bilingual  Kducntion  I'rourarn' tias  been  approved  and  an  allot- 
ment of  $12H.t)(K).(M)  to  carry  i.ut  the  |>rf»grani  has  Ih^cu  made  t)y  the  C.S.  Office  of 
Educatior^.  .Mrs.  Kayrene  Ueuson,  ('onnt.\  Superint(»nd«'nt  of  Schools,  has  been 
chosen  as  coordinator  of  the  project.  Southeastern  State  College  locate<l  at  Dnrant 
U  co-sponsor  of  the  project. 

A  mobile  Health  Clinic  Ui\<  l)een  stati(^ied  in  M<*Curtnin  Coimty  to  take  tiealth 
services  to  tlie  remote  areas  of  the  county.  Ttds  is  a  needed  service  for  those 
who  tiave  travel  |)roldenis,  nnd  for  various  reasons  cannot  make  a  trip  to  the 
County  Health  Depnrtnient.  During  a  rec^'tit  three-day  stay  !n  Valllant  a  total 
of  isi  persons  took  advantage  of  the  s<»rvi'-<'s  provided.  Adifltlcmal  communities 
are  being  scbofluled  for  tlu'se  service?!. 

.V  non-medical  health  officer  has  l)een  npi)olnted  to  head  the  nndti-connty 
Health  I)e|)artments  of  McCurtnin.  r,a finer  and'llnskell  Counties.  lie  will  have 
administrative  responsibilities,  thereby  relejislng  medical  directors  to  spend  more 
time  In  clinical  procedures.  Thii»  Is  n  new  con<H>pt  aimed  at  giving  medical  di- 
rectors more  time  to  spend  with  patients  nnd  releasing  them  from  budget  and 
personnel  problems. 

Coordinator  met  with  Bureau  of  Indian  Affair!^  representatives  in  Talihinn 
to  discuss  trainlui?  nnd  job  opportunities  for  Indians  in  tbe  McCurtaln  (\)unty 
area. 

03  582— 71  -pt  4  .1.'^ 
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CSTK  ('(mnllnator  uu»t  with  a  ^roui)  to  dlscustr  tnilnlDK  in  heultli  occuimtloiis. 
Meeting;  held  in  office  of  Mr.  Clyde  Hamni,  Chief.  Coniiuunity  Kini)loynient 
l)evelo|)inentv  State  Capitol,  Okluhonm  City.  Present  for  the  meetliifr  were  Mr. 
Hamm;  Mr.  Bobby  Scott,  Assistant  to  Mr.  Hainni ;  Mr.  BUI  Burk,  AHsl.stant 
CommiHHloner  of  Health,  Htute  Health  Department;  Mr.  Hunter  Kenunet,  Kco- 
noinh'  Develapmenf  AdndnlHtratlon  Representative:  Mr.  Harold  AVatmai.  Health 
JManner.  KEDDO ;  his  assistant,  Mr.  Mike  INimplln  :  Mr.  Jim  Su)J^h.  Coordinator 
(Hiehitu  Mountains  UC&I)  l*roU- 't ;  Mr.  lilll  White  and  .Mr.  Jess  Hunks,  Voca- 
tional Kducatlon ;  Mr.  (lary  I,yle,  Slate  WIN  Troject  SuperviM»r ;  and  Mr. 
Charlie  When  ton  of  the  <M£lahoma  Kinploynient  Secnrify  Commission. 

rians  were  nia<le  tt>  Identify  health  nee<lH  at  an  early  date,  and  th<»n  call 
another  meeting  to^llm  usN  training  needed  to  meet  the  most  urgent  demands. 

Kmphiyment  has  reached  its  jieak  in  the'^2(K)  niillion  dollar  plant  <'onst ruction 
projects  underway  In  McCurtain  C<iunty.  With  the  paper  plant  scheduled  to 
l)e^in  nrnkin^  paper  in  I>e<>euiher  of  thin  year,  approximately  l^KHM'tuist ruction 
workers  will  be  phased  out  as  their  parts  of  the  plants  are  completed.  A  lar^e 
number  of  these  workers  will  leave  the  area  to  return  home,  or  t;rt  to  other  jobs 
for  Brown  &  Boot  Construction  Company.  A  small  force  will  remain  for  a  while 
afler  the  plants  ko  into  production  as  a  nnilntenance  crew  to  nmke  any  neede<l 
<-orrections. 

The  CSTK  Coordinator  has  been  active  in  working;  with  the  Chamber  of 
Commerce  Industrial  Committee  in  securinf?  infornmtion,  and  meeting:  witli  two 
industrial  prospects  who  are  considering  this  area  for  plant  locations. 

CONCERTED  SERVICES  IN  TRAINING  AND  EDUCATION,  CHEROKEE  COUNTY,  OKLA.:  QUARTERLY  REPORT  FOR 
JULY,  AUGUST,  AND  SEPTEMBER  1971,  AND  CUMULATIVE  REPORT  FROM  JULY.  AUGUST,  AND  SEPTEMBER  1971 


July  1. 1971 
tt^lrough 

Stpt.  30. 1971  Cumulative 
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Number  of  projects  approved 
Number  approved  for  training. , 
Adult  basic  education; 
Total  enroUets 
Enrolled  as  of  Stpt.  30, 1971 
Adult  education: 
Tota  I  enrollcts 
Enrolled  as  of  Sept.  30, 1971 
Keadstart: 

Total  enrol  lees 

Enrolledasof  Sept.  30,1971.  . 
^  aster  frandpar«nt  program: 

Total  enrol  lees  .  

Enrolled  as  of  Sept.  30,  1971 
Family  planning: 

Total  en rolTees 

Enrolled  as  of  Sept.  30. 1971 
NYC  in-school: 

Total  en roliees 

Enrolle(f  as  of  Sept.  30, 1971 
WIN  program: 

Total  an  roliees  - 

Enrolled  as  of  Sept.  30, 1971 
Vocational  education  classes: 

Total  etirollees 

Enrolled  as  of  Sept.  30, 1971 
Jobs  program: 

Total  enroltees.  . 

Enrolled  as  of  Sept.  30, 1971  . 
Vocational  rehabilitation: 

Total  enroHaas   

Enrolled  as  of  Sept.  30,  197L. 
STEP  program: 

Total  anrolleas    

Enrolled  as  of  Sept.  30, 1971   

OJT  program: 

Total  enrolleft  

Enrolled  as  of  Sept.  30. 1971 
Other  training  and  educational  projects: 

Total  enrollees   — 

Enrolled  as  of  Sept.  30. 1971  .  . 
Placed  In  iobs    


Grand  total  of  enrollees  .  . 

Grand  total  enrollees  £ince  start  of  project 


1 

1 

50 

50 

8 
8 

71 

8 

50 

76 

50 

76 

113 

226 

113 

226 

22 

44 

22 

44 

531 

531 

137 

531 

207 

237 

207 

237 

-4 

33 

4 

33 

396 

773 

396 

773 

4 

13 

4 

13 

211 

360 

211 

360 

14 

34 

14 

34 

0 

2 

0 

2 

h 

7 

7 

13 

16 

1.218  . 

2,097 

54/ 
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Number  of  projects  approved  :  Trainees 

WIN  program   9 

JOP8  program   2 

*  MDTA  Bkil^  miter      4S 

Vocational  educational  trainln^r   7U 

Nursea  aid  training     ...     2« 

}fDTA 


The  t'heroliee  Hills  Hlcill  Center  lias  started  and  hay  llfty  enroll(H»H.  The  courst»M 
aUentatii'ely  scheduled  are:  (T)  Bulldozinij;,  (2)  Health  (xruputious,  (3)  Me- 
ehanic8»  (4)  Clerical  skills^  (5)  Water  and  sewajje  upp:rading»  and  (0)  Welding. 
There  will  be  a  satellite  m-hool  in  the  R.(!.&t).  seven  county  area. 

The  Skill  Outer  Is  located  gouth  of  Tahlwiuah  on  the  Cherokee  Tribal  Build- 
iuK  where  the  facilities  are  much  improved  from  <*ur  last  MDTA  center. 

Adult  baaic  education 

A  total  of  S  per  Hons  were  enrolled  in  Adult  Ba«ic  lOducation  ClasKea  in 
Tahlequah. 

Adult  education 

A  cla««  of  50  iH»rson8  «re  taking  part  in  the  Adult  Educaticm  at  the  TahlHpiah 
High  School. 

Head  S^tart  proffram 

A  totiil  of  113  youngHter»  are  enrolled  in  three  centers  in  Cherokee  CoUnty.  The 
centerB  are  located  in  Brlggs,  Hulbert,  und  Sequovah  Training  School. 

Career  Development— Tldrteeii  adults  enrolled  in  Head  Start  Teachers 
Training. 

Pouter  grandparent  program 

PersouH,  sixty  years  or  older»  going  to  institutions  or  Hc  hools  who  will  work 
with  one  child  for  two  hours  a  day. 

/''amilif  planning  » 

A  program  for  any  persons  who  are  interested  in  different  ways  to  control  your 
family.  This  program  oiTcrs  you  help  a1fi<l  information  on  how  to  raise  children 
you  already  have.  '  ^ 

\Y(' in-Hchool 

The  XYO  In-School  Program  has  been  very  active  in  Cberokee  County.  This 
pcogram  has  furnished  employment  and  training  for  needy  boys  and  girls,  allow- 
ing them  to  remain  in  school  and  not  become  dropouts. 

U7A*  Program 

Kstat>lifihed  to  help  people  referred  for  services  by  the  Department  of  Public- 
Welfare.  This  program  is  designed  to  train  people  frf»m  the  welfare  rolb<  and  get 
them  into  gainful  employment. 

Voeational  education  ela/ifieH  afuf  home  eeonomies 

Viuational  Education  and  Home  Economic  Classes  are  taught  (o  high  school 
students  to  acquaint  and  prepare  them  with  the  work  of  today.  * 

J  OPS  program 

A  total  of  four  persons  at  the  Mid-West  Nursery  are  participating  in  nursery 
work.  Dne  person  is  receiving  training  at  the  Lil)erty  State  Bank. 

\    Vocational  rehahilitation 

Individuals  with  physical  disabilities  are  provided  medical  services  and  train- 
ing. Most  of  the  trainees  are  sent  to  colleges  9r  trade  and  voeational  schools. 
Placement  assistance  is  also  provided  for  those  who  need  help  in  getting  work 
when  training  Is  completed.  This  program  has  been  ve'fy  active  In  Cberokee 
County. 

ifiTEP  program 

This  program  is  designed  to  furnish  work  to  trainees  who  have  completed 
training  in  Jobs  Corps  or  MDTA  courses  and  -have  been  unable  16  secure  a  job 
due  to  a  slow-down  In  our  national  economy.  This  is  an  excellent  program  in 
our  area.  • 
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-^^^  ,  OTHEB  TBAININO  AND  EDUCATION  PBOJBCTS 

A  new  exemplary  program  for  the  disadvantaged  and  handicapped  has  started 
tn  Cherokee  County.  The  In-School  phrase  of  the  program  will  provide  special 
projects  for  the  seventh*  eighth,  and  ninth  grade  students.  Hulbert  High  School 
will  1)e  the  first  school  in  Chbrokee  County.  The  program  is  100%  federal 
financing  and  ^is  administered  \)y  the  State  Board  of  Vocatlonal-TejhnicaL  Edu- 
cation througtf  local  school  boards. 

This  program  will  be  attempting  to  reach  slow  learners,  potential  dropouts, 
and  lower  I.Q.  Boys  will  be  taught  general  llIech^nics,  small  «igine  repo^^small 
appliance  repair,  weeding,  rough  carpentry,' plumbing,  electrical  wiring,  fifing,  > 
painting,  and  masonry. 

Girls  will  be  taught  food  preparation,  sewing,  and  nursing  care.  Each  group 
will  range  from  16-24  students.  The  program  will  provide  funds  to  employ  one 
vocational  teacher.  ^       «     ^  ^ 

Nurses  Aid  program  ]ms  started  in  Tahlequah  and  CSTE  Coordinator  ixaa 
arranged  for  classrooms  storage.  Fourteen  i)ersons  hj^ve  completed  the  course 
and  twelve  persons  are  attending  now.  '     •  '  . 

The.  FHA  and  the  Cherokee  Tribal  Housing  have  been  rapidly  increasing  in 
building  low  cost  housing  iu  Cherokee  County.  Two  hundred  new  homes  have 
begn  contracted  for  this  county.  Twenty  are  located  in  Hulbert  and  the  rest 
south  of  Tahlequah.  ^  '  * 

Concerted  SEaincEs  in  T^i^iNiNO  and  EnucAtioN  in  West  Vxeqinia 

Quarterly  report  for  JiUy,  August,  September 

MD.TA:  Enrollees  (cttmulative)  ^  ~—   10 

Adult  fiasic  education :        '  I 

Enrollees  '-r^ — ^  ■  •«   I?^ 

WIN  enrollees  ^  ■ —  —  ^ 

Operation  mainstream  :  EnpUees   ^ 

NYC  In-school ;  Enrolle€s*_I  — •  ;   ' 

Headstart:  Enrollees  ^  

Foster  grandivarent :  Enrollees  (cumulative)  ^  

Vocational  education :      -  ^  oao 

Secondary  enroflees  (Wood  Cotinty)  ,  l.mn 

Vocational  adult  education   316 

-    Post  secondary  —  — ^«  »■  

VOCATIONAL  EDUCATION 

Vocational  school  for  Jackson  and  Roane  Counties  has  been  approved.  The 
CSTE  Office  is  serving  in  an  Advisory  capacity  to  the  Lay  Advisory  Committee 
for  a  Vocational  School  for  the  counties  of  Pleasants-»Tyler  and  Ritchie.  A  Serv- 
Ice-Buslness-Industrlal  Survey  was  conducted  by  CSTB  to  provide  data  on  skill 
needs  for  the  proposal  and  we  have  provided  various  other  Information  necessary 
for  the  proposal.  A  rough  draft  is  presently  being  prepared  and  will  be  pre^nted 
at  the  next  Advisory  Meeting  Scheduled  for  October  27,  1971.  The  CSTE  T)ffice 
utilized  several  students  in  Pleasants  county  t-o  conduct  the  Servloe-Business- 
Industrial  Survey  with  a  contribution  of  $250  from  West  Central  Community 
Action  for  Postage.  We  had  approximately  a  25%  return. 
The  following  Indicates  the  work  that  has  been  done  during  this  quarter : 
Determine  over-a}l  goals  and  objectives.  -  * 

Complete  translation  of  Industrial-Business-Service  employment  needs. 
Complete  projections  of  potential  new  industries. 
Determine  Vocational  Education  needs  to  broad  circular  are^s. 
Completed  population  trends. 
Deterpilned  occupational  growth  areas. 
Development  of  course  description. 
Complete  data  collection.  ^ 
Write  rough  draft  of  proposal. 
Meeting  was^held  in  Orantsvllle  (Calhoun  County)  with  representatives  from 
Gilmer  Comity  Board  of  Education,  Calhoun  County  Board  of  Education,  Repre- 
sentative from  West  Virginia  University  and  the  CSTE  Qflace  to  discuss  means  of 
constructing  a  multi-county  Vocational  SchopL  Presently  work  is  being  done  to 
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encourage  Wirt  County  to  participate  with  Gilmer  and  Calhoun.  Another  meeting 
will  be  scheduled  as  soon  as  a  commitment  has  been  made  from  each  Board  of 
Education. 

RURAL  DEVELOPMENT  COMMITTEES 

The  CSTE  OflSce  is  cbritinulng  to  attend  Mountaineers  for  Rural  ^ogress  in- 
this  area.- One  of  the  most  important  concerns  throughout  the  area  Is  &e  lack  of 
an  adequate  Solid  Waste  Management  System.  Presently  the  committees  are 
discussing  the  possibility  of  a  Regional  System  whereby  the  coBt  for  each  county 
Would  be  reduced  and  also  would  result  In  the  possibility  of  demonstration  funds. 
These  committees  are  continuing  to  pursue  solutions  to  the  problem  areas  estab* 
lished  at  their  origin.  ^  * 

Four  counties  (Wood,  Pleasants,  JaCkson  and  Roane)  participated  In  a  two-day 
MRP  Workshop  In  Roane  County.  This  workshop  was  held  to  discuss  methods 
of  making  >IRP  a  more  effective  Rural  Development  Committee. 

Since  Vocajtlonat  Education  has  been  established  as  a  |A?oblem  area  tor  the 
Wood  County  MRP  the  Servlce-Business-Jndustrial  Survey,  was  also  conducted 
in  Wood  County  In  conjunction  with  the  Pleasants-Tyler-Riftjiie  County  survey. 
The  results  of  this  survey  will  be  used  by  the  Vocational  flffiicattlon  Sub-Com- 
mittee to  analyze  and  begin  types  of  post-secondary  courses  most  relevant  to 
this  area. 

SMALLER  COMMUNITIES  PROGRAM 

'  The  Smaller  Communities  Program  Is  tentatively  scheduled  to  enter  Tyler 
i^ounty Jn  February  1972,  after  Survey  has  been  completed  in  Webster  County.^ 

SEWAGE  SYSTEM 

The  Town^of  Elizabeth  (Wirt  County)  il  &rrently  attempting  to  obtain  funds 
for  a  Sewage  System.  The  City  Council  has  given  approval  to  hire  a  consultant 
to  update  present  Sewage  Plan.  The  CSTE  Oflace  has  updated  the  Wirt  County 
OEDP  to  possibly  secure  funds  through  EDA- 

TOUTH  CAMP 

An  underprivileged  youth  camp  \v}i^^  CfmduCted  for  110  youth  In  Calhoun 
County. 

Work  is  being  done  with  Extension  Staff  of  Wood  County  to  secure  funds  for 
youth  camphor  next  summer. •^ 

EMPLOYMENT  SEOTTRITY  ACTIVITIES  | 

Job  Placements— 328.  s>  1  <l  ^ 

^PHYSICIAN  IN  residence' PROGRAM  , 

.  Contacts  were  made  in  Calhoun  County  with  Physicians  regarding  Physician 
in  Residence  Program,  The  Physician  has  requested  a  specialist  from  the  Medical 
Center  from  West  Virginia  Uniwrslty  to  consult  with  him. 

EMEftOENCY  EMPLOYMENT  PROGRAM 

Wood  County  has  been  allott'ed  $485,(X)0  through  the  Emergency  Employment 
Act.  This  allotment  has  given  the  county  87  new  jobs. 

Coordinator,  Calhoun  County  CAA  Director  and  School  Superintendent  pre- 
pared proposal  for  32  slots  under  the  EEA.  These  jobs  would  be  distributed  In  the 
City  Council.  .County  Court,  Board  of  Education,  Community  Action,  and  Depart- 
ment of'  Welfare.  The  total  propo5?ed  project  was  approximately  .$150,000. 

LPN  THgdNING 

Meeting  was ^ held  with  representatives^ from  CSTE.  Parkersburg  Community 
College  and  Regional  Medical  Program  to  dlfiru.t?8  possibility  of  beginning  an 
LPN  Course  In  Calhoun  County.  This  meeting  resulted  from  effort  of  Hospital 
Administrator  at  Calhoun  County  who  determined  that  State  Licensing  Board 
would  bot  approve  such  a  course  because  of  the  size  of  the  Hospital.  However, 
a  meeting  is  scheduled  In  Octofcfer  to  worls  out  means  of  establishing  the  course 
through  the  Parkersburg  Community  College  and  be  held  In  Grantsvllle. 
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CAMPS 

Part  A  of  CAMP.J3  Plan  was  submitted  to  State  Committee  in  September. 

'^Ql^AUTKIlLY  UKPOUT  Kh:  Jl'LY,  Al  Gl  rtT,  SEm<:MBKii,  1971— 
^lrH8£:i.sHEU.L  CouNTV,  Mont. 

Mmhroom  J/fnf?.— Prelimlnnry  drawln^H  have  been  completed  of  the  exterior 
buildiiifjs.  At  the  pre^oiit  time,  the  preliuorporate  steps  are  being  taken. 

«ro</  NMri'ej/.— This  otHc^e  hiis  submitted  a  narrative  to  th^  Employment  Security 
CommlsHlon  requestinK  eight  boII  Hurvey  perHOiia  and  a  master  planner  for 
the  eijrht  county  South  (Central  Montana  Development  Federation.  It  is  hoped 
that  this  may  be  accomplished  under  the  Kmergency  Employment  Act.  If  thiy 
<*an  be  arranged,  it  should  be  .possible  to  complete  the  mwh  needed  soil  survey 
in  the  eight  eountjr  area  within  n  two  year  period! 

J^mp/ox^mcnf.— Thanks  to  the  full  cooperation  of  the  Employment  Security 
€aiiiml88ion.  our  city  and  county  slots  under  the  Emergency  Employment  Act 
have  been  filled  and  imperative  for  the  past  month. 

Kma«  Community  awrrey. -^Copies  of  this  survey  were  mailed  the  first  week 
of  Septeniber.  Having  worked  all  summer  with  the  two  WICHE  interns  In  the 
olHce^we  do  miss  them  now.  Evidently  Concerted  Services  made  an  Impression 
Oh  t^iem.  One  of  them  plans  to  change  her  nmjor  to,  and  the  other  plans  a  minor 
In,  comniunltv  development. 

•  South  Central  Montana  Development  F( deration, — Thjs  Federation  Is  to  be 
the  sounding  board  of  public  opinion  in  reference  to  the  alternative  proposals 
for  Wilderness  Areas  In  the  Al)ftaroka-lieartooth  areas.  The  Custer  National 
Forest  has  requested  that  we  hold  nieetihgs  In  our  respective  counties,  then 
meet  on  October  li»th  for  a  Federation  consensus.  These  local  Inputs  are  needed 
hv  Custer  National  Forest  by  November  1.  , 

Clarence  Nybo  of  the  Employment  Security  Commission  .spoke  to  Federation 
representatives  concerning  our  area  as  he  sees  it,  with  emphasis  on  human 
resources.  He  explained  the  Emergency  Employment  Act  and  its  Implications 
for  the  counties  in  our  Federation  area. 

A  request  was  made  to  the  Extension  Service  for  an  extended  Dry  Land  Wheat 
Fertilization  Study  and  also  for  a  soil  fertilization  program  with  test  plots 
in  our  eight  county  area  for  both  dry  land  and  irrigated  grass  land. 

SoJtth  Central  Montana^  UVrrf  Advinon/  Council— This  ten  county  council, 
formed  largelv  through  the  efforts  of  this  Concerted  Services  office,  has  done 
a  fine  job  In 'its  first  six  months,  'injanks  to  appointments  arranged  by  the 
Interdepartmental  Task  Force  in  Washington  last  April,  Dr.  Clyde  Hurst  was 
directed  to  visit  Yellowstcme  Park  for  the  purpose  of  finding  a  solution  to  the 
Dahnati<m  Toadfiax  infestation  which  is  threatening  drainage  areas  in  the 
Council  s  area.  We  expect  a  report  on  tliis  the  end  of  October. 

inanninu  and  Zoning.^Thin  ottice  arriuiged  and  chaired  meeting  for  the  pur- 
p(,se  of  csrablishing  countv  wide  planning  in  Musselshell  County.  County  Com- 
missioners of  botli  Musselshell  and  Golden  Valley  Counties.  City  Council 
representatives,  a  State  representative  and  member  of  the  State  Planning  Com- 
mission' were  present.  As  a  result.  County  Commissioners  of  Musselshell  County 
pas.^ed  a  resolution  to  establi.'*h  county  wide  t>lanning :  a  hearing  has  been  held 
and  we  are  now  awaiting  the  passage  of  the  sixty  day  period  for  registering 
a  prote.^t  by  petition,  if  none  is  forthcoming,  this  county  could  be  the  first  in 
the  State  to  institute  county  wide  planning. 

Propo««/w.— In  an  effort  to  meet  a  November  1  deadline,  this  coordiryitor 
arranged  meetings  between  architects  and  engineers  of  two  firms  with  the 
<Mty  Council  and  trustees  of  tliis  scliool  district  to  draft  three  vital  proposals. 
We  shall  be  working  very  hard  the  numth  of  October  to  try  to  complete  these 
proposals,  and  solve  the  problems  of  financing.  This  will  mean  the  Involvement 
of  lav  committees.  ' 

M 'fMrrUancoim.—Th^a  coordinator  was  appointed  by  the  Governor  as  a  member 
of  the  newly  structured  Montana  CAMpS,  Area  \.  Also.  I  was  made  a  director 
of  the  Musselshell  Valley  Chamber  of  Conmierce. 

Assisted  Gohlen  Valley  County  delegation  with  Incorporating  procedures  so 
thatltcanqualify  for  S.B.A.  loans. 

Have  had  a  number  of  meetings  with  the  new  Mental  Health  Representative 
for  Musselshell  Comity  to  assist  him  In  getting  established  here. 
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Spoke  hefore  the  State  Uural  Area  Developmont  Coiniuittee  in  Hozeman  to 
explain  roneerted  Servic^eM. 

As  a  result  of  the  Federation's  efforts,  over  150  persons  from  throughout 
lh(»  eiKht  county  area  appeared  for  the  annurtl  meeting  of  the  South  (Vntral 
Montana  itejfional  Health  Council. 

Workin;;  with  the  Emi)loynient  Security  ( 'oniinission.  a  training  program  is 
heing  Initiated  for  mill  operators  at  the  new  elevator  in  town. 

Kalph  (;ii.i)roy.  Coordinator. 

,     liJ.i.NOrs  Qi'ARTKKi.Y  Rkpoht — SkI'TKMbKR  30,  11)71 

COOPKRATIVK  KXTKNSIOX  SKRVICK — KIKHWAI  KKJ-:  RKKOX'RCK  DKVFXOPMKNT  CEN'TKR 

( July-Septemher,  1071,  HiRhiights) 

Two  tilings  stand  out  as  significant  in  the  past  quarter  in  terms  of  their 
,  effect  on  the  total  area.  One  is  the  HuiUling  Our  American  Communities  program 
(li.O.A.C.)  being  carried  on  by  many  of  the  FFA  chapters  in  our  area.  Our 
ofilce  met  with  20  of  the  area  vocational  agriculture  department  instructors 
and  chapter  FFA  officers  to  discuss  and  promote  the  program.  The  new  IIO.A.C. 
(ilni  was  shown  and  we  discussed  various  ways  local  chapters  could  become 
involved  in  their  local  communities.  Our  office  will  continue  to  work  with  these 
chapters. 

The  second  major  liighlite  was  the  completion  of  the  Kishwaukee  Area  Man- 
power Survey.  Although  the  ffnal  document  is  not  yet  available,  we  are  encouraged 
by  the  large  amount  of  excellent  data  which  was  collected,  and  confident  it 
will  lead  to  a-  number  of  important  benefits  In  the  Kishwaukee  area  in  terms 
of  manpower,  education,  community  service.s,  etc. 

CONCERTED  SEftVICES  IN  TRAINING  AND  EDUCATION 

QUARTERLY  REPORT  FOR  JULY,  AUGUST,  AND  bEPTEMBER,  1971,  AND  CUMULATIVE  REPORT  FROM  AUG.  10,  1970, 
THROUGH  S£PT.  30,  1971,  WEST  KENTUCKY  CONCERTED  SERVICES  PROJECT,  LYON,  LIVINGSTON,  AND 
TRIGG  COUNTIES,  KY. 


July  1,  1971, 
to 

Sept.  30,  1971  Cumulative 


MDTA: 

Number  of  projects  appcoved  ^      1  3 

Number  approved  for  training..  _                      _   '_        _    1  ^9 

Vocational  ed  ucatlon  classes-- Trade  extension : 

Enrolled       62  104 

Number  of  classes      _         .               3  5 

Other  training  and  education  projects: 

Enrolled                                              _    .  .              17  115 

Classes    _  _  _                          .  1  4 

CSTK  Qr.XKTEItl.Y  RkPOKT— WkSTKRN-  KKX'rrCKV,   SKP'rK>fBKB  30,  1J>71 

ACTIVITIKS  ^ 

MUi-manfiffrnu  ni  in  Recreation — Hopkimville  Commnniiy  College 

During  this  quarter,  a  great  deal  has  been  accomi)lished  concerning  this  pro- 
gram. Meetings  of  concerned  individuals  began  in  early  July.  Since  the  first 
lue^ing.  the  i)rogram  has  been  initiated  and  all  phases  of  our  plan  of  action 
have  been  uccompli.shed  with  the  except! oti  of  securing  funds  fo^  a  program 
coordinator.  Our  application  for  funds  did  not  make  api>lication  d^iidlines  with 
the  Office  of  Education  in  Washington,  D.C.  The  advisory  committee  agreed 
to  continue  efforts  in  this  program  und  to  initiate  classes  this  fall  at  the  college 
in  hopes  that  funds  can  be  secured  foi*  the  second  year  of  the  two-year  program. 
The  advisory  committee  feels  that  the  success  of  the  first  year  will  offer  ample 
justification  in  securing  funds. 

Emergency  En\ployment  Act 

Lyon  County  became  eligible  for  $67,200  under  sections  5  and  6  of  Jhis  Act 
during  this  quarter.  Coordinator  met  with  the  county  judge,  city  mayo*rs,  fiscal 
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court  members,  and  city  counrilmen  to  determine  how  these  funds  could  best 
be  used  in^the  county.  The  final  decision  was  as  follows : 

Two  (2)  deputy  sheriffs  ^  $6,(KK)each  per  year. 

Two  (2)  radio  operators  @  $4,p00  each  per  year.  , 

Two  (2)  county  maintenance  i>erspunel  (f/  $4,000  each  per  year. 

One  ( 1 )  land  fill  employee  ft  $4,000  per  year. 

Two  (2)  County  utilitlesjgfrloyees  @  $4,000  each  per  yen r. 

One  (1)  county  library  mne  @  $4,000  i^er  year. 

One  (1)  city  administrative  officer  ((i  $4,000  per  year. 

Oi^e  (1)  county  secretary  ^  $3,600  per  year. 

One  (1)  county  program  director     $9,200  per  year. 
A  total  of  13  employees  and  total  salaries  of  $00,800.  plus  $0,080  benefits. 

Adult  vocational  Education  extension  elastten 

Three  classes  were  established  during  the  quarter -In  the  C.S.T.E.  area.  They 
were : 

Be^nnin^  airconditioning  and  electricity  in  Livingston  County  with  16 
enrolled. 

Beginning  gjiorthnnd  in  LyOn  County  with  25  enrolled. 

Beginning  typing  in  Lyon  County  with  21  enrolled. 
Other  classes  are  presently  being  considered  in  Trigg  County  with  the  inten- 
tions of  beginning  them  in  early  November.  Classes  being  cotisidered  are:  Book- 
keeping and  Advanced  Typing. 

Kuttaxca  Water  Department 

An  environmental  aide  is  presently  working  with  the  City  of  Kuttawa  Water 
Department.  The  aide  is  being  provided  to  the  City  through  an  On  Job  Training 
slot  through  the  Madlsonvllle  Area  Vocational  School  «nd  the  Department  of 
Labor.  The  City  hopes  to  employ  tlie  aide  upon  oomplethm  of  the  OJT  as  the 
superintendent  of  the  water  system. 

County  Case  conference 

Coordinator  has  been  appointed  ns  moderator  for  the  Lyon  (^unty  TTuman 
Resources  Coniiuittoe  that  will  meet  monthly  to  review  spet'lal  oasea  for  Lyon 
County.  (*oordinntor,  with  the  nsslstnnoe  of  Mrs.  Thompson.  Bureau  of  Public 
Assistance,  compiled  a  list  of  vnrlous  resource  people  in  Lyon  County  to  serve 
as  members  of  the 'committee  nnd  has  invited  those  prospective  committeemen 
to  the  first  case  conference  to  be  held  In  the  CSTE  Office  on  October  11th. 

Hnndicap  program — TrigffVouni}/ 

Investigations  to  locate  funds  to  begin  a  workshop  for  the  handicapped  group 
in  Triggs  County.  Contacts  have  been  made  with  Mr.  Wallace.  Vocational  Rehabili- 
tation Office  in  Bowling  Green,  and  with  ^Ir.  Enst,  Director.  Pennyroyal  Indus- 
tries. Princeton,  concerning  this  program  but  nothing  concrete*  has  been 
established  to  date. 

I^ennyrile  area  development  dhtrict 

A  coordinator  has  been  employed  hy  the  Penny  rile  Area  Development  District 
to  head-up  the  Human  Resources  Committee,  1  have  closely  worked  with  Jim 
Daniels.  Coordinator,  In  proposal  preparations  for  the  Pennyrile  Area  Develop- 
ment District  in  the  past  few  weeks  concerning  the  Emert^ncy  Employment 
Act,  A  Human  Resources  Committee  has  been  formed  for  the  Pennyrile  Area 
Development  District  and  mir  first  meeting  Is  tentatively  scheduled  for  Octo- 
ber 27, 

Concerted  Setivicks  ix  Training  &  Edfcation 
atkinson,  bacon,  pierce,  ware  cornties,  oa. 
(Quarterly  report  for  J«ly,  August.  September,  1071) 

Forestry  project  , 

Meeting  held  in  C^TE  Office  to  discuss  and  plan  for  site  preparation  and  set- 
ting of  seedlings  on  cut  over  timber  lands  in  CSTE  area  of  Bacon,  Pierce.  Atkin- 
son, and  Ware  Counties. 

Those  present  for  the  meeting  were :  Mr.  Harvey  Johnson,  Bacon  County 
Bxtenslon  Agent;  Mr.  Bob  Dodson.  US  Forest  Service,  Regional:  Mr.  Archie 
McEuen,  Registered  Forester,  SPAPDC ;  ^Ir.  Gus  York,  SFAPDC ;  Mr.  Westley 
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Hartley,  District  ForcHtcr;  Mr.  SamvH  Roed,  Area  Forester;  Mr.  Keily  Sweat, 
Ba<on  (%Minty  Forest  Hungor. 

Next  »ieetin«  was  held  in  WaycrosH  with  twenty  five  prenent.  Mr.  Archie 
McKuen,  a  re{?iHt(»n-(I  forester  from  Hlash  Tine  Area  manning  and-  Develoi>- 
nient  Couiinlhsion.  appointed  a  eomuilttee  to  work  with  appropriate  agencies  and 
private  industry  to  reforest  cut  over  tiiuber  laiuls  of  Mnall  faruiern.  Coordina- 
tor i.s  on  conunit  tee. 

Health  delivery  tforviern 

Mr.  Saiu  UeKlHter,  Health  Planner,  Southeast  Georgia  Health  District,  and 
Coordinator  traveled  to  Medical  College  in  Augusta  to  di.scuss  health  problems 
of  Atkinson  (bounty. 

Attended  meeting  In  Bill  Spilth's  office  of  CAA  with  representatlveH  of  Georgia 
Hegioual  Medical  program  and  Oeorgia. Health  concerning  Health  Delivery  Serv» 
Ices  to  rural  areas. 

Coordinator  uiet  with  citizens  aiu!  Community  Acf'iou  Committee  In  Pearson 
to  And  a  solution  to  aini)ulaiice  service  and  the  possibility  of  securing  a  doctor 
for  Atkinson  County.  Also  discussed  health  personnel  that  was  assigned  to  rural 
areas  an  of  October  1. 1971. 

Seeretarial  rotn'MO 

A  total  of  19  students  enrolled  with  13  students  completing  the  course.  This 
course  was  funded  through  Waycross-Wnre  Tech  and  was  taught  by  a  retired 
high  school  teacher. 

Land  survey  and  math  course 

A  total^of  V2  students  enrolled  with  two  being  transferred  because  of  Inability 
to  keep  up  with  math  requirements.  Clas.ses  being  hpld  at  Waycross-Ware  Tech 
with  it  registered  surveyor  as  Instructor. 

Trip  to  CSTE  area,  Forrent  City,  Ark. 

General  discussion  of  CSTE  activities.  Visited  vocational  school,  GEO,  cashier- 
/checker,  housing  projt*ct,  factories.  Green-thumb,  IIIB,  sheltered  workshop, 
hientjil  healtli  clinic,  Kll.A..  vegetable  marketing  shed,  Tucker  Prison  Vocational 
Program.  .  ^ 

Sl  icing  machine  oprrat</rM 

Classes  being  taught  at  Oxford  IMant  in  Alma.  Waycross-Ware  Tech  sponsor- 
iifg  training  program.  This  t.s  a  continuous  program  wlfh  new  classes  being 
taught  every  two  weejc.^. 

Xrw  plant  opejis  in  Wilfacooehee 

H  &  H  sportswear  opened  in  Wiilacoochee  in  an  old  theater  building  and  has 
expanded  to  40  employees  in  4.'  days.  Coordinator  is  working  with  Ted  Whltten, 
Industrial  Coordinator  of  Waycross-Ware  Tech.  to  set  up  training  program. 

Kmerfjem^i  Employment  Act 

Governor's  Office  ban  designated  $12,4(w;  to  Slash  Pine  Area  Planning  and 
Development  Commission  for  employment  in  the  eight  county  area.  (1)  Atkinson 
County  r(H|uested  $4/.»n()  forMi  niotor  grader  ojM'rator  ( «M  Bacon  County  $4,750 
for  a  iiecr(Mitlt)n  Lt»ader  (3)  Pierce  County  $3,700  for  a  Dejmty  Sherifif  and  (4) 
Ware  County  .^^LOSri  for  Assistant  Hecreation  Director. 

TIE  situdent 

Alfredo  (iarcia,  an  International  Institute  of  Hducation  student,  has  returned 
to  his  stiulies  at  Abraham  Baldwin  Agricultural  College.  Alfredo  is  from  Hon- 
duras and  has  l)cen  working  on  a  farm  in  Ba<'on  County  for  the  sununer  to  get  a 
better  understanding  of  farm  life  in  the  Cidted  States. 

Airport  *  ^ 

Kids  received  for  improVenuuit  on  Bacon  County  Airport,  Tliis  would  include 
extension  of  runway  to  o.OOO  feet  and  would  accomniodate  small  executive  jet 
aircraft  making  it  convenient  to  the  200  acre  Industrial  Park. 

Wat*  V  and -wcnije  <^ 

Willacoochce  has  made  application  to  Fanners  Home  Admlni«?t ration  for  water 
and  .sewage.  Ninety  percent  of  property  owners  have  signed  for  this  proje<-t. 
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CONCmED  SERVICES  IN  TRAINING  AND  EOliCATiON  RED  RIVER  COUNTY,  TEX. 
QUARTERLY  REPORT  FOR  JULY,  AUGUST,  SEPTEMBER,  1971 


Adult  baste  educaton:  Totol  enrolleos 
New  York  City  in-cdiool. « 

Total  enroltcet 
T<ew  York  City,xummtf 
New  York  City  out-of- school  Total  enrollees 
Headstart: 

Total  enrotlees 

Special  summer  Headctart  (Avery)  . 
Job  Corps:  Total  enrollees 
Vocational  rehabilitation;  Total  enrollees 
Employment  Commis^ison  activities  Red  River  County : 

Number  of  orders  closed 

Number  of  optnings 

Number  of  placements 

Canceled  openinis. . 

Number  of  referrals 

New  applications 

Employer  contacts 


Quarterly 

Cumulative 

0 

37 

0 

18 

30 

30 

0 

1 

25 

50 

18 

18 

2 

5 

46 

46 

3S 

59 

52 

;  95 

43 

76 

9 

9 

82 

82 

45 

85 

72 

72 

riiOJECTS   WOltKINO  IN  (X>l*NTy 

(MarkHViilt*  Water  nnd  Sewerage  Kxpiinsion. 

ClHrksviile  Public  HoiiHin;;  I'^xpnnHion  I'rcject. 

K«Hl  River  County  HdHpitai  Kxpaiision  Vro^rnm. 

Red  River  County  Clnritsviiie  Airport. 

CiarkHVille  IndUHtrial  Street  Kxpjnmfon. 

.Vvery  Sewera?;e  System. 

Ho^nta  Water  Kxpansion  l»nij«»<  t. 

.Vdnlt  HuHir  Kdacation  Classes  and  (^KP. 

NVC  l*ro?:ram. 

Kxpannion  of  Detroit  rnlilic  IloiiHinj?  I'roject. 

FM  Uoad  1701  Construction. 

4-n  Swine  Projyram. 

Cointnnnity  Improvement  Tro^rrani. 

Maritetin;;  Sy.^tenl  M'ontrnct  (Irtiwin^ >  fo;*  Ve>?etjU>le  (Jrowers. 

Heef  Cattle  improvement  I'roRram. 

Tomato  Kesearcli  rro>?ram. 

Intensified  Small  Farmers  Projjram 

Cldtliin^  and  IVrsonai  i>evelopment  Program. 

VeKetnhle  I'rtiuirntion  jind  Cse  l*roJect. 

Finney  Management  Workshop  for  low  in<'ome  families. 

4-11  Fqod  and  Ntitrition. , 

4  -11  Home  Improvement. 

Red  River  County  Fair. 

Recreational  Workshops  and  Projects. 

llomemak'ers  Conference  for  low  inVome  families  JCoannodity  Fdod  Pre 
lns(»<'t  Control  Program. 

c.vMPs.  ; 

110  Rural  Water  System. 

Detroit  Water  and  Sewerage  Kx  pa  a  si  on. 


pa  ration ) . 
I 


im:opohei>  projkcth  ano  riU)(ji:A>f.s  / 

State  Highway  37  Hy-pass  at  Claricsville. 
Mnlti-ctamty  Solid  Waste  I>isi)osnl  Systen'. 
I^angford  Lake  Recreation  Area. 
Construction     new  County  Jail. 

Acquiring  of  additional  land  area  for  County  office  huiiding  ext)anHiori. 

Kstah'ishment  of  County  Hlfitorical  Muse!na.  \ 

Improve  tourism  through  historical  .site  renovation  and  hetter  access  to  -sites. 

Estahlish  numbering  system  for  County  roads. 

Completely  renovate  District  Court  Room. 

Kxi>and  Avery  Public  Housing. 

Create  Public  Housing  in  Annona. 

Establish  recreation  areas  in  Avery,  Bogata  and  Detroit, 
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Xabs  Jobs. 

^X.V  out-of-Kchool  slotfiv 
(rreen  Thutub  Projfraiu, 

i*a^nty  Community  Center  (Agricultural  Improvement  Association). 
Trnininf:  Si-hoolH  for  handicapped  and  mentally  retarded, 
i'ontinue  Industrial  Development. 
Kxpuud  ABK. 

i\mHtniction  of  new  bigh  Hchool— Detroit  Independent  Kchool  District. 
Tcmcit ruction  of  ;iew  Rchool — Avery  Independent  School  District. 
ICinployment  Survey  of  County. 

SOIL  CONSERVATION  SERVICE 


Numbtr 


New  district  cooptrators  of  record   

Do..    ..  ,  

Cooperitor^  rectivini  tachotcal  asslctanc*. 
Tacbnical  services.. 


Cocperators  applying  pracf icas 

Conservation  ptans  pi 


prepat;ad. 

wDo    ... 

Coimwation  ptans  revlc^    

Inventories  and  evaluations  prepared..  

Assistance  on  resource  pUnnini  

Units  of  Eovarntnent  assisted    

InformatFon  provided  toj  resource  planning.. 

Referrals  serviced  .  .   .  ^   

Noncommercial  recreational  davetopment.. 

Brush  control  

Conservation  cropping /system   

Contour  farming...  J  . 

Crop  residue  management  -.  .   

Ponda      

Fencing  - 

Fishpond  management     

Grassed  waterways  or  outlets.   

Pasture  and  Hay  land  management  . 

Pasture  and  Hay  land  planting.    

Proper  grazing  use.  .   

Access  roids    

Wildlife  area  management  — 

Land  adequately  treated    

Cropland  converted  to  grassland  


147  . 

209 

107 

6 


.7 
4 
7 

6  . 
3 

42 

10 


Acres 


1.939 


1.269 


2.430 
396 
35 
189 

"99,886 

i2 
2.b29 
2.402 

188 
9.380 

393 
2,307 
1, 136 


FHA — Farmers  ffome  AdminUtrcttion 

I/onns  approved : 

Initial  rural  housing   '  ^-  ,  

Subsequent  rural  housing  A   | 

Rural  rental  housing  —^-   1 

Initial  operating  loans   - 

Subsequent  operating  loans  - —  

Farm  owner.sU,lp  loans  ;^ 

Soil  and  water  loans   - 

Jled  Hirer  County  fommoflitif  food  prof/ratn^ 
Served .  past  quarter  : 

^  Households   -  ^  t-- 

-fte^lduals   :   H.(^r> 

Cumulative; 

iIouseholdj»      t».40tl 

Individuals   ^    ^     U\.H(y2 


Concerted  Services  in  Training  &  Eor cation 

miTr.ER,  SICWARD.  saline:  counties,  OCTORER  4,  107  1 


(Monthly  Report  for  St^ptemher,  IDTl ) 

Training  and  education 

On'  September  2f,  1971,  Coorcfinntor  hosted  a  meeting  held  nt  Kducntlonnl 
Service  Unit  #6  In  Mllfoi'd.  In  attendance  were  the  School  Superintendents  of 
the  area  to  hear  a  presentation  by  Dr.  Leonard  Hill,  State  of  Nebraska  Adult 
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Basic  Education  administrator.  Dr.  Hill  reported  tliat,  due  to  lack  of  staff 
and  time,  that  he  could  not  approve  any  new  applications  for  ABK,  but  would 
approve  expansions  of  existing  projects  to  include  those' who  were  Interested 
under  the  au^plct^s  of  uu  existing  program.  Representatives  from  areas  with 
existing  programs  agreed  to  talk  with  Interested  schools. 

Coordinator  was  asked  to  make  a  presentation  on  "What  the  Rural  Eiaployers 
Need  and  Want  from  the  Employment  Service"  to  a  regional/  meeting  of  Em- 
ploymenc  Service  representatives  from  a  four-state  area.  Kal  Macbela,  Kansas 
City  regional  office;  Don  Chrlstensen,  Nebraska  Department  of  Labor;  Martin 
Kenny,  Farmers  Union;  and  the  Coordinator,  were  on  a  panel  that  discussed 
the  topic. 

JComomio  devflopment 

Coordinator  is  still  working  with  the  Seward  Industrial  Development  corpora- 
tion, Johe^  National  Bank,  Cattle  National  Bank,  Small  Business  Administration 
and  the  Bu^dness  Development  Corporation  of  Nebraska  In  putting  together  a 
package  attrui-tlve  enough  to  entice  a  ICansas^Clty  based  concern  to  the  Seward 
area.  Many  informal  mt^ctiugs  and  rcieiilioiit-  callh  have  occur rwl  and  a  formal 
meeting  was  held  In  the  SB  A  offices  In  Omaha  on  September  21,  1971,  with  repre- 
sentatives of  the  above-named  groups  and  the  Coordinator. 

Attended  a  meeting  of  the  Saline  County  Economic  Development  Commission 
on  September  22.  Toor  attendance  has  re^ult^d  In  a  discouraged  atmosphere. 

Coordinator  pointed  out  the  positive  accomplishments  of  the  group,  suggested 
they  needed  new  plan  of  work,  asked  t)iem  to  be  the  sponsoring  group  for  dis- 
tribution and  pick  up  of  the  upcoming  S»\rvey,  suggested  that  perhaps  this  might 
give  them  some  Idea  of  the  ureas  that  tlie\)eople  thought  should  have  some  atten- 
tion. They  agreed  to  sponsor  the  survey  and  use  It  as  a  basis  for  future  planning. 

Flood  and  water  retention 

Last  month's  report  Included  an  account  at  a  iheetlng  to  discuss  alternative 
PolutIoii.«*lXo  the  problems  of  flooding  and  lrrffi;atlon  along  the  Big  Blue  River. 
As  a -result  of  that  meeting  and  conversations  afterward,  this  office  did  a  survey 
of  all  of  the  peo|>le  who  had  attended  any  of  the  Xneetings  at  which  the  problems 
were  dls<-usse<l,.  hi  order  to  nsc(»rtain  what^lie  PeOjile  thought  should  be  the  next 
Ptep  In  this  continuing  effort.  A  letter  giving  background  was  accompanied  by  a 
self-ad  dressed  postcard.  Preliminary  returns  indicate  most  people  giving  .support 
to  a  formally  organized  group  effort. 

Ifouainf; 

Ijirgely  due  to  the  efforts  of  this  office,  the  Seward  Housing  Authority  resub* 
"mlttcd  Its  appllotitlon  for  75  units  of  low-Income  elderly  houJ*lng  to  the  HCD 
Area  Office  in  Omaha.  Coordinator  h'elped  the  Authority  Interpret  and  fill  out  the 
forms,  which  bad  been  returned  for  np-dating  and  re-evaluation. 

As  a  Ircsnlt  of  the  pu}>!icity  received  from  doing  the  jU)ove.  Coordinator  was 
contacted  by  the  city  of  Beaver  Crossing  about  checking  Into  the  status  of  their 
application.  Coordinator  called  Omaha  only  to  find  out  that  Beaver  Crossing  had 
been  flatly  refused. 

*  Pollution 

Coordinator  was  asked  by  Dr.  Philip  Heckman,  President  of  Doane  College, 
to  attend  a  dinner  honoring  Dr.  Robert  RIenow  of  the  Stat^' University  of  New 
York  at  Albany,  »ti*)  keynote  speak^n  at  a  Pollution  Sympo.nluin  at  Doane  College 
on  September  2ft.^^po^dIhator  has  agreed  to  serve  as  a  Workshop  Leader  for  the 
symposia nt.  havlng^alreacty  been  extensively  Involved  In  the  planning  stages. 

nralth 

Coordinator  attended  the  monthly  Seward  County  Mental  Health  Association 
meeting  on  September  27.  and  gave  a  report.on  the  progress  that  Is  being  made 
in  procuring  a  copy  of  a  fOrthcondng  manual  on  available  state  and  federal  pro- 
^grams  fpr  mental  health.  Correspondence,  and  conversation  witJi  Bill  .Toern, 
assistant  director  of  the  Southeast  Nebraska  Health  Planning  Council,  reveals 
that  the  booklet  is  about  twp  months  behind  schedule. 

Representatives  of  the  Seward  Industrial  Development  Corporation  Tdevelop* 
ers  of  the  Sewarrl  Nursing  Home)  came  to  the  office  to  solicit  Coordinator's  ft rl vice 
on  matters  facing  them. 


(j|porclinat(>r  has  had  correspondence  with  John  Rosenow,  Director  of  Tourism, 
Netl^aska  Department  of  Economic  Development,  about  an  Idea  pre.Mented  at  the 
VISlon-^17  plnnnlng  me<»tlng  In  Lincoln  !«8t  month.  Tlie  Idea  Is  to  contnct  farmers 
wbolwoQld  be  Interested  In  hOHtln^;  urban  families  on  their  working  farmu  for 
a  day,  weekend  or  week.  Mr.  Rosenow.contucted  the  office  for  ideas,  names  and 
HuggWlonH.  The  reply  outlined  the  program  as  we  see  It  and  offered  Butler, 
SewaVd.  and  Saline  Counties  as  a  pilot  project  area.  Alfc^o  called  I  SDA  for  infcM*- 
matioh  on  similar  programs  In  other  states. 

Comnhiiiiiy  Improvement 
Coordinator  furnished  information  to  Mrs.  Jean  Kolterman,  chairman  of  the 
'ConimAnlty  Improvement  Program  for  SeWard.  Mrs.  Kolterinan  needed  Informa- 
'  tion  concerning, avallaWlity  of  labor  and  representative  Nvages  from  the  Seward, 

area,  which  we  were  readily  able  to  furnish. 

COXCEnTED  SEnVlCES  IN  TttAlNING  A>D  EDUCATION,   SKOWHEOAN  ArEA,  MAI:«7E 
\  HIGHLIGUTB  AND  SUMMAHY,  SEPTEMBER  1071 

Emerf/tncy  EtnijloinnetU  Act 

llie  big&est  Involvement  for  me  In  the  mouth  was  with  the  KEA.  All  told,  the* 
CfjSfK  ofn<V  \VaN  Involved  In  12  propottjls.  .*)  of  which,  we  wrote  for  the  small 
towii  governments  after  they  had  Identified  their  needs.  These  were  sub- 
sequently  fqnded,  and  the  total  Is  $47,2*33.38  which  lnclu(fes  11  new  jobs.  We  were 
indirectly  Ihvolved  (by  providing  research  and  infor^naHon  in  another  0  pro- 
posals). Thm*c  has  been  no  official  notlticatlon  of  funding^  on  some  of  these  as 
yet.  but  potentially  we  approximate  another  $52,900  or  13  new  jobs  within  the 
C'STK  area.  1  can  go  Into  a  great  deal  of  detail  describing  Individual  propcmals 
and  would  atuhe  request  of  other  coordinators.  Almost  exclMslvely.  all  the  posi- 
tions funded  under  the  EE  A  were  iionprofessioyal. 

Elrmentary  (nw  i<cron(larif  Eflucaiion  .iei 

CSTE  was  informed  by  the  local  school  administrator  that  they  had  been  noti- 
fied and  requested  to  submit  a  Title  III  proposal.  They  asked  us  If  we  could  be- 
come Involved  with  them  in  thtis  and  suggest  possible  steps.- We  advisjBd— thnt 
we  would  be  -hanpy  to  provide  research  and  secretariat  skills  In  propoi(al  dev^U 
opment.  At  my  suggestion,  a  committee  of  community  citizens  alsa/Xormed  to^ 
identify  the  areayor  which  a  Title  III  proposal  would  be  v^rltten.  Itie  Connuis- 
sion  agreed  \n><>nWn  Innovative  Fine  Arts  Program  for  the  local  scBool  admin- 
istrative district  \*hlch  now  has  virtxmlly  no  Fine  Arts  Program.  We  met  with 
this  committee  twice  and  with  the  helj)  of  the  local  Assistant  Superintendent 
of  Schools*complle(V  Jthe  committee's  findings,  wrote,  a  ad  submitted  the  proposal. 

Skotchef/an  IndtistAal  Growth  Committee 

CSTE  was  approathed  by  a  local  small  group  of  citizens  who  were  extremely 
concerned  about  the  yrltical  situation  In  the  Skowhegan  area. of  unemploynjent. 
(Present  \inemployuj4nt  figures  show  13.0  percent  unemployed).  They  felt  this 
was  due  in  a  large  intrt  to  the  cutback  ovW^the  past  3  years  In  the  shoe  Indus- 
try. At  my  .suggest ion, Uhey  put  together  a  Hhie  Ribbon  Committee  consisting  of 
7  leading  people  to*  approach  this  problem.  po8.*«lbly  Identify  solutlon.s.  CSTE  will 
provide  secretariat  and\  research  skills.  We  will  bring  in  experts  in  the  field  of 
economic  developnjcnt  t^  meet  with  this  conmdttee. 

Visit  of  Department  of  Lto&or  Personnel 

I  spent  an  excellent  afternoon  with  Ray  Welch.  MESCr  Frank  Shea.  Boston 
regional  Department  of  lUbor  office:  and  Pete  Pafrldge.  Department  of  Labor, 
Washlagton,  discussing  thc»  CSTK^project  In  Skowhegan,  what  1  had  person«v 
nlly  been  lnvolve<l  with  ln\the  past  2  months,  and  I  attempte<l  to  predict  future 
involvements.  I  received  sdme  excellent  suggestions  from  all  of  these  gentlemen 
concerning  people  who  could  help  me,  and  way^  to  approach  some  problems!  I 
plan  on  visiting  Ray  Welch  ^and  Frank  Shea  very  soon  in  their  respective  offices. 
The  third  member  of  the  grbup,  Pefer  Patrldge,  at  my  invitation  spent  the  next 
few  days  with  me.  iTe  lllera\ly  did  what  I  did  for  3  day.4  Incltiding  a  staff  meet-  * 
Ing,  the  meeting  drafting  thip  final  proposal  for  Title  III,  and  notifying  local 
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t<)Wii«  of  the  pending  new  EKA  money.  I  ui)pre<  iiited  both  hiH  iiislghtH  and  the 
referemvj*  ht'  left  with  ine  to  help  solve  8oii»e  of  tny  probleniH. 

H('<fin0t(m-Fa Irvine  honpital  trainhio  proposal 

Tills  project  is  in  itn  very  initiiil  stages.  We  have  identified  3  areas  which 
^  iHUiprofesi?ionnl  people  fouhl  be  trained  for  and  potentially  till  In  the  new  wln^ 
iit  the  h<»spital.  Th<me  thrin?  areas  are  U)  ward  secretaries,  (2)  specialized  hoH- 
.  pital  hou.^ekeepiug,  (^)  specializeil  ht»spital  ('(M»l{ing.  Resean  h  to  date  shows  that 
there  is  apparently  little  MDTA  money  available  at  thiH  time.  The  wing  is  not 
.  wheduM  to  open  until  tffe  summer  of  1072  ;  ami  no  we  are  talking  about  short 
traihiug'oonrses,  the  matter. Is  not  all  that  pn^ssiug.  lloweve"^,  it  does  give  me 
a  rban<*e  to  be<-ome  a<-(iiiainte<l  with  the  MDTA  (MM)rdinator  in  Augusta  an<l 
lietter  Informed  njyseif  ab<»iit  MDTA. 
Mnnj  Donovan  HoUantl  uchoul  for  thv  mvntuUy  mtanlctj 

As  mentioned  in  iny  <laily  reports,  I  have  ha<i  two  meeting**  with  the  <liro<-tor 
of  the  local  t^chool  for  the  mentally  retanle<i.  He  indicate<l  to  me  that  his  staff 
In  not  Nnfficieiit  US  me<»t  the  demaiMis  of  the  iirea  or  his  present  pupils,  I  am  going 
to  help  hini  look  for  a^llt}<aial  fnn<ling.  and  think  we  have  g<)tten  him  a  secre- 
tary's slot  out  of  <-urrent  KKA  money. 

Hr.\IM.\KV 

The  past  nionth  has  been  the  busiest  yet  of  our  tie<lgllng  CSTK  proje<-t  in 
Somerset  County.  I  am  beginning  to  see  the  results  <>f  the  previous  month's  a<'- 
tlvities  In  the  area  }in<l  at  least  some  ijf  the  io<'al  <'ommunlty  cltlzeuH  are  no 
longer  asking  "What  is  <\STK?"  I  am  fa<'e<l  with  a  small  problem  in  tha^^irea. 
How  do  I  get  the  <-mivfnunity  to  realize  what  CSTK  is  aixl  whHt  CSTP]  is  <loing 
and  still  slay  vei;yjmv  profile? 

Another  an'a  ommme<UHte  IntereMt  to  m<'  is  this  formulath)n  of  a  |)ennanent 
adviViory  eonunitteA  for  my  (\STK  proje<-t.  I  <lis<-nssedjpis  with  my  a<lministra-  * 
tlve  siipt^rVlsor  In  August;uiMHl  we  would  like  to  tr5*f  at  leHSt  on  u  pilot  basis, 
another  a)>i)n»M'!i  to  Lmf'  pn/bloin.  Rather  than  have  one  CSTE  advisory  com- 
mlfte<»  ti)  a<ldiess  jniTythirig  thMt  I  ns  the  <'oordinator  might  be  dealing. with,  we 
wlfl  have  n  different  committee  of  <'omninnity  <'itizens  to  H<ldress  each  <lifferent 
problem  tluf^  the  CSTK  coolMlimitor  n»fglit  be  working  on.  For  example,  the 
t<kowbegan  |jidiistri«l  (irowth  (\)nnni]^tf*<*  to  f;M'<'  tluM-ritical  unemploynxMit  prob- 

-  1<MU  or  the  Title  TTI  cfmimnnlty  (-ofifinlttee  who  helpe<l  identify  and  wrote  the 
Fine  Ai?b+-tM^i|>(Hal  under  TltU^  III  of  KSKA.  These  <Manmlttees  by  nature  would 
be  terminal  ami  would  <Us.solve  wlie>r  the  individual  problem  that  |hey  were 
fa<'ing  Wi)s  solved,    >  X 

I  ln»ve  been  told  of  the  possible^ vallabillty  of  a  c<mimunlty  VISTA  volunteer 

♦  slot  froip  my, office.  Am  going  to  reseiu'ch  this  thoroughly  an<l  may  acqu  "e  this 
VISTA.  The  only  reservatlnu  I  have  is  that  this  VISTA  be  a  particular  kind 
of  perslm  who  could  fit  within  the  profile  we  are  trying  to  estaiblish  for  OSTK 
hercirj  the  lower  Somerset  County. 

<  \  >N  CKK  r Ki)  S KR\  n ' K s  I  \  TiiA  I M  \<  I  AND  I'l  r > r<  A T  lo \  - ( )iA  K I  A  y\  M\ ) ..  ^ 
(kToiiEii  2<K  1971 

(  STK  Ql'AHTKRrV  KiJ'OuY  rou  .U'LY.  Al:<it^ST  iT.NO  SKPTKMuKK  11>7^ 

FmniihirJzdtiffn    -  / 

A  l.n'ge  si)ai*e'of  the  <iuarter  was  spent  iu  be<*ominif  familiar  *v it h  the  JoIk  \' 
major  portion  of  the 'time  wjis  spent  operrfting  oi»t  of  tempor^y  <iuarters.  The 
liennanent  offi<'e  site  was  not  (Mt'Upied  until  the  last<)f  Sei)teinber. 

CAMPS  activitieH  '  '  - 

One  meeting  of  the  ('AMI'S  j('ommittee  \vas.h«*ld  to  explain  the  new  <'Ojnmit- 
tee  makeup.  The  filling  was  ex^iesse<l  that  there  will  probably  be  le><s  lo<*al 
involvement  under  the  new  strn<-t^nre.  (V)or<linntor  1ms  beeiV  invite<!  to  ntten<l 
the  next  regloniil  (WMPS  fnee'ting. 

(^ontmnnify  action 

(^)ordlriator  nifnle  ^nany  contacts  with  lo<'al  C<nnmunlty  A<'tlon  (Committee. 
This  gr<mp  is  very  ac^tive  with  nea<l  Start,  Opertnlon  Mainstream,  Community 
and  Hea<l  Start  Aides,  KmG;*gcn<'y  Foo<l,  U<mslng,  juid  Is  making  efforts  to  e.stab- 
llsh  II  Connnunlty  Coordhiated  Child  Care  project  in  the  County. 
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bUmtUtyhu  nt  nvrvive  ,  ^ 

Maryland  State  Kiuployuient  Service  ha.s  been  very  helpful  in  coiitributlnt; 
information  and  HtatiHtk%  aa  wmW  an  gutdam^e  for  the  i'oordina tor's  activities. 
This  office  is  KponxorlnK  MDTA  and  O.JTJ  j»roJerts  In  the  County. 

CfitiHt If  til  u n icipa Htien 

The  ('<i<»nllDator  hay  been  Invited  to  Mpeali  at  Mayor  arul  Town  ('ouncll  uieet 
Ins.**  at  several  town.^*  in  the  (-ounty.  The  CSTK  prh^'ram  wao  explained  with 
eniphaf«iH  being  ]»la<'ed  on  how  the  pro{;rani  couUl  be  of  Kervlce  to  the  Individnal 
rouinninltieH. 

fUwrrtt  PtanniHif  Commutfiion  ami  Drrrloitnu'ttt  Cor//. 

These  ;;roups  have  become  quite  active  and  the  Cofxrdlnator  linn  been  apprl)«i4Mj 
of  all  tiieir  functioiiK.  CSTK  was  Invited  to  Hid)nilt  (lUCHtlonH  to  be  u«e(i  In  a 
county-wide  survey  Ih-Iuk  condifctHl  Jointly  by  these  or;;ardzatlons. 

Hvoith 

The  Health  Tiannln^  Couucll  of  .Vppabichlan  Maryland,  which  incUulen  iiuv- 
rett  Couuty,  has  been  active  ff>r  ordy  a  year,  but  has  been  <|idtv  Intluerjtial  In 
this  period.  .VbioriK  the  acc<unpllsbuient.s  this  quarter  have  been  fjrants  f<ir  a 
sanitary  lapdHII  and  for  n  county  he:jUh  officer  who  wlil  be  a<lniinlHterinK  a  prl- 
a  niary  health  care  program  la  the  ('(»uut.^^^^ 


Coniuiunity  a<-tl(>a :  ^xtj^ 

Head  Start  enrollee^*  I  year-rourul )  _  .     ^      v. 

Ut»ad  Start  stafl'       1« 

Xelphborbood  workers                                          _      r> 

Ofieratloti  mainstream  ..^^.j^                                       ^  ^  5S 

MI>TA:  / 

liausch  and  Lomb     *Ji) 

Atito  body  and  mechanics   2() 

[licensed  jtractlcal  nurses    _^                                                    _^    _  5 

t)JT  J  ^                                   .         .       ..  ir. 

Vocational  rehabilitation                                                    _  _  « 

\el;;hl)orlio<i<l  Youth  Corps:  ' 

Suuiuier  In-sohool   180 

In-school                                                                                            _  30 

Out-of-school      10 

Knierffency  Kmpioyiuent  Act:  County  road  system  ...               ,    .  1 

Cooperative  oxtenslon  service:  Nutrition  aides               _     0 


IVrKROKPAKl  \rF.N  I  At.   TASK   KOHC  K  0\   CONrKIirKI*  SKKVICKH  I,\   TnAIMN<»  AM) 
EDUCATIOX  tS  Ul  UAL  AURAS 

Sherrill  I).  McMillen  rCo-Chalrnmn),  Chief,  Secondary  I»roj;ram8  Branch,  Divi- 
sion o(  Vocational  and  Technical  Education,  Office  f>f  Kducation,  Deiiartmeat  of 
Health.  Kdncatloti,  and  Welfare,  Washington.  D.C. 

.Tohn  S.  Ab-Canley  ((Jo-Chalrman ).  RnrarManpower  Service.  Manpower  Ad- 
ndnistratton.  Department  of  J^abor,  Washington,  D.C. 

C.  B.  (Jilliiand  ( Kxecutlv^  Se<Tetary  and  Washin^ttai  IJalsoa),  rro^raui 
r.ea<ler,  Mani>owor  Development.  p:vtenslon  Service.  Commurdty  Resour<'e  De- 
velopment KtafT.  Department  of  Ajrricnltnre,  Washington.  1).(*. 

Howard  A.  MatOiews,  Director.  Division  of  ManiMJwer  Development  and  Traln- 
injr.  Office  nf  K<lucatlon,  Department  of  Health,  Kducation,  and. Welfare,  Wash- 
In^'ton,  D.C, 

Robert  A.  Knisely.  Profjram  Dcvelopnkent  Specialist,  Evaluatbm,  Interjrovern- 
mental.  Private  Sector  Liaison  Se<'tlon.  Outer  for  Community  I'laiirdnK. 
O.VSCFS.  Dej>artment  of  Health,  Education,  and  Welfare,  Washington.  D.(\ 

WUHh  F.  Sloan.  Assl.statit  Director,  Riirnl  Manpower  Service,  Maniw)wer  Ad- 
ministration. Department  of  Labor,  Washington.  D.C. 

Martin  Sherry,  Proj2cram  Review  Specialist,  (*onnnunlty  Servl(»es  ^Vlndnist ra- 
tion, Department  of  Health,  Education,  and  Welfare.  Washington,  D.C. 

David  Thorner,  V.H.  Tralnlnj^  and  Employment  Service,  Mani>ower  Adirdn- 
ist ration,  Depajtment  of  Labor,  Washin^rton,  D.(\ 

Henry  L.  TaVlor.  Civil  Rlj?hts  Coordinator,  Rural  Electrification  Admlrdst ra- 
tion, Departuumt  of  Agricidture,  Washinp:t(m.  D.C. 
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J()hui=).  Bottum.  AssiHtiuit  A<lininistnU(>r,  Hiirn!  Development,  Kxteiision  Serv- 
ice. Deimrtuient  of  AurJrulture.  Wutihiii{:t(>M.  I/C. 

(i.  W.  F.  Ca vender,  Assistant  Admini.wtrutor,  Special  Projwts,  Farmers  Home 
Administration,  Deimrtnlent  of  Agriculture,  AVashin{?ton,  D.C. 

Mel  via  R.  Janssen,  K<()Monn<-  I)f  veloi)ment  Division,  Kc-ononiic  Research  Serv- 
ice, DeiwirtnW'nt  of  A^'ricnlturc*.  AVas!nnt;Hni.  DC 

Maurice  L.  Hill,  Assistant  Director.  Hum!  Manpower  Service,  ()tfi<-e  of  Rural 
Program  Development.  Manpow^-r  Administration., Department  of  Lahor,  AVash- 
intfton,  DC. 

Moton  Raill.  Chief.  Division  of  ManpoNver  Training,  Dtfice  of  Techau-al  Assint- 
ance.  K('<»n<»mic  Development  A<lminist ration,  Department  of  Conuneree,  AVasli- 
in;;ton.  D.C. 

Howanl  Phillips.  Asscwiate  Director.  Office  of  Pro^rram  Review.  Office  of 
Kconomlc  Oi)p(»rt unity,  AVashin;;ton,  DC. 

Fiore  Lekanof.  l>ei)ut.v  Director.  Connnimit.v  Services.  Uureaii  of  liulian 
Affairs.  Det)artnient  t»f  the  Interior.  AVnslnnK'ton.  D.C.  « 

Melvln  RottenberK.  Manpout-r  Spi^ialist,  Ai)i)alachian  Regional  Commission. 
AYa.siiiuKto".  D.C; 

Francis  C.  De Lucia,  Senior  Projrram  Officer.  Office  of  State  an<l  Local  Manage- 
nu'iit  Assistance.  Department  of  Houv^in;;  anil  I'rlnin  Development,  AVashinjstou, 
DC 

t  STK  I.O(  \I.  (  OOKDJN'Aroas 

Dwa.vne  X.  (Nau'lnnan.  Hill  D  Starlinjr.  Con<erted  Services  in  Training  and 
Kducation.  21 0  Xorlh  Uo.sser  Stre*  t.  Forrest  City.  Ark. 

JtatrMt  Oft'  Ar((t.  Arkjutfuix 

.Iame.s\Smlth.  Conct%ted  Servjfes  in  Trainin;;  and  Kducation,  Room  Ji4trn(Mt 
Kuildlng.^a^l  Office  Hox  :r»n.  IJatesville.  .^rk.  ^ 

Santttntil  Count  If.  \.  M(\r. 

Henry  A.  (f(»n/.ales.  Concerted  Services  in  'rrainin;;  and  K<|ji  ation.  i'ost  Offic  e 
Uox  717.  Pernalillo.  X,  Me\. 

San  M  'lijui  'l  Count  It.  V.  Mt  .f. 

Henry. Hrito.  Concerted  Services  in  Trainint;  an<l  Education,  South  Plaza, 
Las  Ve^as.  X.  Mex. 

Wcftt  Crntntt  M ittnc^nttd 

•Sljenuan  Mamlt.  Jared  M.  Smalley.  Coiu'erted  Services  in  Training;  and  Kdu<'a- 
ti<Hi,  :Wt  .JetTerson  Street  South.  \Va<lenM.  Minn. 

CiirkrVHhurif  Amt,  Wmt  \lr(/hna^ 

L.-irry  A.  Met 'alli'^ter.  Concerte<l  Servi<'es  in  Training:  and  Kducation.  Parkers- 
burj;  Cmnmunity  Collej;e.  Houte  o.  Box  Pm-.\.  Parkerslmr;;,  W.  V>j. 

Mri'urtain  Ci)unilL  Oh'tu. 

Kdwiu  (i.  O'Day.  ('(au  erled  Services  in 'Kraininii  an<l  I0<lu(  ation.  Hov  ii.  Idal  el. 
Ok  la. 

Chi-rokrv  Count  if,  Ohbj.  *  ^  ^ 

Boh  .1.  Ausinus.  (Naicerted  Servict^  In  Training  and  Hducati(m,  TO'i  Fast  Down- 
in^'.  Tahlequah,  Okla. 

M  uh^oIhUvU  Count\f,  Mont. 

Ralph  (iildroy,  Jr.,  ('omyrted  Services  in  Training' «nd  Kdtication,  Box  302, 
Roundup,  Mont. 

}}{  Kntt*  An  a,  JIfinois  '  ' 

Porter  .1.  Martin.  Ue>ouree  Developau'ut  Center.  Kishwauket»  Colle;;<».  .Mternate 
30  and  Malta  HIa<'ktop.  Malta,  HI. 
sontfunxt  Ktntnrk'tf 

Rol)ert  I).  HoK'un.  Concerted  Services  in  Training'  ami  Kducati(Ui,  Post  Office 
<3>    Box  207.  Kuttawa.  Ky»  ' 

S<mth  Ooorf/ia 

Allen  K.  Bower,  Concerted  Services  In  TraininjL:  ami  Kducation.  I'ost  ()ffi<-e 
Box  .'^TtS,  Alma,  (ia. 
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Re4  River  Counti/,  Ter, 

J.  Mac  Vnrley,  Toncerted  Services  in  Training  and  Kducation,  101  North 
I^ouHt,  Clarksville,  Tex. 

J>iehraBka  (Butler,  Haline,  and  Reword  Count ivn) 

James  Childc,  Concerted  Services  In  Training  and  Kducation,  740  Seward 
Street,  Seward,  Nebr. 

Skfnrheffan  Area,  Muine 

Stephen  G.  Raii^^low,  Concerted  Services  in  Training  and  Kdut  jilioii,  50  Water 
Street,  Room  1>,  Skowhegan,  Maine 
Oarrett  County,  Md. 

WilliaiD  B.  Steniple,  Concerted  Services  in  Training  aiyl  Kdmation,  Oarrett 
County  Court  House,  Post  Office  Box  215,  ()al;laud,  Md. 

LKADEllS  OF  OTHLB  t'BTK-TYPK  PUOJtC  IS 

iiouihrasi  Xt  hntsku  Couim unity  Action  CouiuHl,  Inc. 

George  Drake,  Economic  Development  Manager,  l*ost  Olfice  Box  100,  Hum- 
boldt, Nebr. 

Blue  Vallev  Community  Action,  Inc. 

Frank  Ma«  Knlght,  Director  of  Kconomic  Devclopnicnt,  Itoom  202,  First  Na- 
tional Bank  Building,  Fairbury,  Nebr. 

Visiotkf-ll,  Inc. 

George  Frye,  5."i.5r)        Street,  Lincoln,  Xebr,  ^ 
Vommt&nity  Action  Programs,  Standing  Bock  Sioux  Tribe 

Beeman  Dockrey,  Manpower  Development  Director,  Fort  Yates,  N.  Dak. 


Co>XEUTEi)  SeIIVICKB  IN  TK^MNIXO  AND  KdI'CATION  IX   SifAIX  ToWNS 

AM)  KURAL  AUEAB 
t 

INiKHOKFAK'I  ME.NTAL  TASK  FORCE  OX  CONCEHTED  8EUVK  ES  IX  TRAINING  AND 
EDUCATION  IN  nURAL  AUKAN — JTIA'  1, 

DiHcriuimation  prohibited. —Title  VI  of  the  Civil  Rights  Act  of 
lia>4  states  :  '  No  person  in  the  United  States  shall,  on  the  ground  of 
race,  color  or  national  origin,  be  excluded  from  i)arti<-iimtion  in,  be 
denied  the  benefits  of,  or  be  subjected  to  discrimination  under  any 
program  or  activity  receiving  Federal  financial  assistance."  There-  • 
fore,  any  program  or  activity  receiving  Federal  financial  assistance 
uiust  be  operated  in  compliance  with  this  law. 

COOPERATING  FEDERAL  AGENCIES 

I'.S.  Department  of  !!piiUh,  Kducation,  and^Welfare 
r.S.  Department  of  AKriculture 
r.S,  Department  of  l^bor 
r.S.  Department  of  the  Interior 
r.S.. Department  of  Commerce 

r. S.  I  )epa  rtmen t  of  Housing  ttnd  U  rban  Development 
The  <  )fflce  of  Economic  Opportunity 
HeKioniil  Commissions 

Concerte<l  Services  in  Training  and  Bduvatitn  (CSTE)  is  a  cooperative 
Federal  State  and  local  venture.  It  wan  conceived  at^  a  pilot  effort  to  improve 
smaller  communities  and  rural  areas  by  demonstrating  that  education  and  oc- 
cupational training,  in  conjunction  with  economic  development  activities,  can 
Mitrnificantly  increase  employment  opporininities ;  and  that  educational  and  oc- 
cupational training  efforts,  with  local  involvement,  will  develop  local  leadership, 
individual  dignity  and  initiative,  and  community  awareness. 

("STE-pilot  projects  are  now  underway  in  fcmrteen  States:  Arkansas,  Min- 
nesota. New  Mexi^»o,  Oklahoma.  West  Virginia.  Kenfuck.v,  Illinois.  (Jf^orcia, 
Montana,  Texas,  Nebraska,  Maryland,  Maine  and  Arizona.  These  projects 
ccmsolidrtte  the  ,combinHl  resources  of  appropriate  Federal,  State,  and  local 
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agencies  to  meet  the  occupaftonai  training  and  related  education,  needs  of  tlie 
'•residents  ii^  small  towns  and  rural  areas.  Cooperation  amons 'local,  State  and 
F^Hleral  leaners.  is  the  key  to  the  outstanding  results  being  achieved. 

This  program  grew  out  of  an  effort 'to  help  Yural  areas,  which  started  with 
KxtH-utive  Order  No.  10847,  issued  in  ll)r>\),  and  continne<l  nnder  Executive 
(>r<lt*rs  11122  and  11.H07.  The  Cahlnet-level' lliiral  Developiftent  Committee,  es-- 
tiibllshed  under  Executive  ^)rdei-  11122,  May  IJMW,  reccmimended  .that  an  In- 
terdeiHii-tmental  Task  Force  be  organized  to  explore  the  feasibility  of  develop- 
ing (*STE  projects  in  three  selected  rural  areas. 

The  IN-niember  Interdepartmentaf  Task  Force  representing  as  fiany  different 
education  and  training  programs,  is  drawn  from  the  Departments  of  Health, 
Education,  and*  AVolfare  ;  Labor;  Agriculture;  Commerce;  Interior;  and  Hous- 
Ing  and  rrba4i  Development?  the  Office  of  Economic  Opportunity;  and  the 
Regiomil  Commissions.  A  major  funcMon  of  tliis  groui»  is  to  i»lan  and  <-<M)rdinate 
^  CSTE  i>ilot  projects  at  the  Federal  level. 

In  its' early  meetings,  tli^  Task  Force  recognized  the  urgent  needs  of  rural 
I)e()i)le  for  more  education  and  training.  It  was  especially  con<-erned^about  the  W 
million  rural  residents  who  had  less  than  5  years  of  schooling,  the  approximately 
lU  million  who  had  not  completed  high  .school,  and  the  fact  that  only  about  half 
as  many  elifjible  rural  youth,  as  comimred  to  urban  youth*  were  going  to  <*oL- 
lege.  Although  .some  progress* was  being  made  in  getfing  rurul  residents  'to 
participate  in  the  newly  established  education  and  manpower  training  programs, 
tbe  proportion  of  rural  jmrtlcipation  was  still  less  than  half  that  in  urban  areas. 

•The  (Governors  of  the  Selected  States  were  asked  by  the  Secretary  <^f  Agricul- 
ture, as  Chairman  of  the  Rural  Development  Committee,  if  they  would  be  in- 
terested in  participating  joint  Concerted  Services  in  Training  and  Education 
I>rojects.  The  rcsjjou.yes  were  favorable.  A  small  task  force,  representing  the 
Federal  agencies  from  the , national  and  rpgioniij  offices,  met  separately  with  a 
State  committee  appointed  by'the  Governor  in  each  partieipafting  State.  Follow- 
ing these  meetings,  the  State  coumiittees  reconnnended  the  counties  that  aihould 
be  selected  for  CSTE  projects.  A  small  group  of  representatives  from' Federal 
and  State  agencies  met  with  area  and  county  leaders  to  discuss  local' interest 
in  participating  in  a  Concerted  Services  project 

I'articipating  States  and  areas  are  as  follows : 

Av\;ttHmH. — St.  Francis,  Cross,  Lee,  and  Woodruff  Counties. 

.IAfH«c<o/tf.~\Vadena,  Todd,  Otter  Tail,  and  Hubbard  Counties. 
•    Anr.Ucjr/co.— Sandoval  and  San  Miguel  Countie.s.  * 

Okfahoma- — McCurtain  and  Cherokee  Counties. 

^Vr,Ht  Virf/inia. — Parlfersburg  area.  Region  III.  ■  • 

A.>«/wcA-//.— Livingston,  Lyon,  and  Ttigg  Counties. 

///<no/.v.-r-I>cKalb  area. 

Montana. — Roundup  area. 

Oeorgio.—Bwcon^  Pierce,  and  Atkinson  Counties. 
,    Texan, — Red  River  County 

yvbrusko. — Seward,  Saline,  and  Butler  Counties. 

MaruUi}\<1. — Oarrett  County.  ^ 

Maim', — Skowhe^an  Area.  * 
^  Arizona. 

T\xp  present  Co^Chairman  of  the  Interdepartmental  Task  Force  are  Johli  S 
McOsiuley.  ManjH)wer  Admiriistration,  U.S.  Departmei^t  of  Labor,'and  Sherrill 
D.  McMillen.  Office  of  Education,  U.S.  Department  of  Health,  Education,  and 
Welfare  (HEW).  C.  B.  Gilliland,  Extension  Service,  U.S  Department  of 
Agriculture,  is  Executive  Secretary.  These  three  constitute  an  Executive  Com- 
mittee at  the  Federal  level  for  carrying  out  the  CSTE  program. 

Funds  f(»r  the  salaries  and  secretarial  and  travel  exj^ens^s  of  the  <'oordinators 
in  Arkansas,  Georgi^t^  Maine,  Maryland,  Montana,  Nebrnska  and  OkJ[Ui<mm 

.,are  made  availal)le  by  the  U.S.  Dei)artment  of  Labor  througli  the  <State  Eraploy- 
irient  Service:  in 'Minnesota,  New  Mexico,  Texas  and  Arizona  bv  the  V  S  De- 

^  partment  of  Health,  Education,  a'hd  Welfare  through  the  State  Division  of 
^o<'ational  and  Technical  Education;  In  We.st  Virginia  by  the  Appalachian 
Regi<mal  Commission  and  the  State  Division  of  Vocational  and  Technical  Bdu- 
ration  :  In  Kentiicky  by  the  Tennessee  Valley^uthority.  the  State  Division  of 
Vocational  and  TeclinicaKEducation.  and  the'Oooi)erativeyExtension  Service- 
and  in  Illinois  by  the  USDA  through  the  Cooperative  Exteniiion  Service  The 
costs  ha\^  averaged  about  1^25.000  per  area^o  separate  appropHation  has  bee^i 
reipiested  to  operate  these  pilot  projects):  » t  » 

,? 
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The  coordinators  are  local  retjideiitti,  well  trained,  with  a  good  knowledge  of 
the  people  and  their  problems,  and  an  ability  to  work  well  with  people.  They 
Jbttve  varied  background  experience^public  education,  vocational  education, 
agricifltunil  extension,  manpower  utilization,  journalism,  and  community  de- 
velopment. The  Washington  liaison  between  the  coordinators  and  the  partici- 
l)atlng  agencies  is  supplied  by  tlfd  U.S.  Department  of  Agriculture. 

To  acquaint  the  local*  coordinators  with  Federal  education  and  training  pro- 
.graiiiSf  seml>annual  conferences  are  held  In  which  representatives  of  the  co- 
operating Federal  agencies  participate.  In  addition,  meetings  are  held  with 
>program  administrators  and  staff  members  of  the  U.S.  Departments  of  Agrlcul- 
f ture;  Labor;  HEW;  Interior;  Commerce;  and  HUD;  Office  of  Economic  Op- 
,  port  unity  and.  Regional  Commissions.  I'ederal  personnel  have  participated  In. 
plaunlug  meetings  in  each  area  with  local  coordinators,  lay  leaders,  a  ad  pro- 
"grtim  ^presentatives  Involved. 
,,  In  pilot  areas  it  MaiipowtT  Jirvcntory  is  nuult*  (usually  lly  iSmalJer  Communi- 
ties Survey  teams,  SES).  Data  are  gathered  on  training  Intere.sts,  needs,  and 
job  opportunities  to  provide  a  factual  basis  for  full  development  of  the  CSTE 
program.  Training  projects  relating 'to  the  more  obvious  needs  of  each  area  may 
be  developed  before  the  survey  Is  completed.  The,  ongoing  pi'ogiHims  of  the 
Manpower  Administration  (Labor),  Office  of  Education  (H^EW),  and  the  Office. 
of  Economic  Opportunity  (OEO)  provide  the  training  to  meet  tire  liiore  criticiil 
needs. 

Co<»perative  efforts  have  resulted  iii  new  vocational  education  facilitie.n;  work- 
experience  program*;  adultx  basic  education  classes ;  occupational  training  in 
many  different  fields  sncli  aa  electronics,  printing,  practical  nursing,  operating 
engineer,  farmer-general:  \^ljHTA  pro^rrains*:  Neiglihorhood  YoutJi  Corps;  and 
new  recreational  facilities.^  >  *  ' 

These  pilot  projects. in  tlui  Jarious  States  have  more  than  twice* as  many  par- 
ticipants from  the  rural  arelis  In  new  trainijig  and  education  programs  as  there 
were  before  the  pilot  effort,  so  as  there  are  now  in  adjacent  rural  counties.  In 
the  three  original  pilot  areas,  enrollments  in..si]eclal  education  and  training  pro- 
grams have  exceeded  «S0,000. 

Although  little  publicity  has  been  given  th  iichiev'ementM  under  these  projects, 
several  States  have  learned  about  the  ^TE  efforts  and  have  re(]uested  pilot 
programs  in  their  States. 

.  An  independent  evaluaftion  of  the'  Concerteil  Services  approach  has  been  made 
hy  the  Center  for  Occupational  Education  at  Xortli*  Carolina  State  Cniversity, 
Ualeigh.  The*  TcMit'er  tound  that  training  opportunities  were  made  available 
where  none  had  previously  existed,  a  fuller  utilization  was  made  of  the  services 
'available  through  the  public  employment  .service,  valuable  Information  and  con- 
.*jultiug  services  w^re  provided  local  leaders,  and  additional  job  opportunities 
*  were  developed.  The  Director  of  this  CSTE  evaluation  .stated  that  "this  project 
(CSTE)  is  long  op  ideas  and  dedication  of  personnel,  low  oh  cost,  with  benefits 
that  appear  to  be  highly  promising,"  .  • 

I>TKRhKPART\lK.NrAL  TASK   rOR(  K  OX   C0\(  KltTKU   SKKVICKS   I.N  THAIXINO 
AND  EnrCATION  IN  Rl'lfAL  ARK  A  8 
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Morto!!  Ha  111,  Chief,  1)1  vision  of  Manpower  Training.  Office  of  Teclmlcal  As- 
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'  Local  coordinators  of  pilot  areas 


(\tordinator:        '  vocation 

Dwayne  X.  Couchfnan:  Rill  D.  Starling   Arkansas 

SbermanMnndt:  .Tared  Smalley   Minnesota 

Henry  A.  Gonzales:  Henry  Brlto  .  New  Mexico 

Edwin  O.  O'Dav;  Bobhy  J.  Ausmus   Oklahoma 

T^rrv  A.  McCallister    We^t  Virginia 

Robert  D.  -Hofean   Kentucky 

l^>rter  J.  Martin    Hllnois 

Ralph  Gildroy   Montana 

Allen  Bower  i   Georgia 

.Tau>s  Childe   Nebraska 

J.  Mac  Varley   Texas 

Wm.  B.  Stemple--:   Maryland 

Stephen  G*.  Ranslow  :   Maine 


Worki^;g  With  Small  FxBMtEps 

Prepared  for  the  Small  Farmer  Advisory  Committee  of  Todd,  Otter  * 
Tail,  and  Wadena 'counties  by  Concerted  SftFvlces  JCn  Training  and 
Education  as  sponsored  by  the  Manpower  Development  and  Training 
Act  thi^ough  the  Agricultural  Extension  Service.  University  oftMln- 
^  nesota.  In  cooperation  with  the  U.S.  Department  of  Agriculture,  the 

vocational  divisions  of  the  Minnesota  State  Department  of  Edu- 
o  cation  and  the  U.S.  Department  of  Health,  Education,  and  Welfare, 
and  the  U.Sr  Department  of  Labor. 

"  r  INTRODrCTION 

The  survival  of  the  small  farmer  In  Todd.  Otter  Tall,  and  Wadena  counties 
depends  on  the  commitment  of  resources  by  a  wide  range  of  private  enterprl.qe*» 
•  and  government  agencies.  Without  the  full  cooperation  of  all  those  Involved  in 
the  future  of  the  rural  community,  the  job  cannot  he  accomplished. 

Agencies  are  being  requested  and  encouraged  to,  carry  on  expanded  programs 
*    .with  small  farmers  of  the  area.  Such  government  programs  will  do  a  gr^at^eal. 
but  there  Is  nee4  for  increased  dedication  by  the  agri-buslne^^s  community. 
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The  business  commtinliy  may  ask,  'What's  iii  it  for  uaV*'  **Wlll  it  really  pay  to 
put  additional  work  and  reso^irces  into  the  small  farmer?" 

To  maintain  viable  community  we  must  have  people.  Keeping  as  many  small 
farmers  as  possible  will  help  provide  a  good  population  base  and  maintain  a. high 
potential  for  helping  meet  the  increasing  demands  on  agricultural  commodities 
as  the  population  of  this  nation  and  the  world  continues  to  increase  at  a  rapid 
rate.  *  " 

Admittedly,  some  small  farmers  will  quit  farming  for  a  variety  of  reasons. 
However,  we  must  consider  that  large  cori)orate  farms  may  not  be  community 
oriented.  They  can  buy  fertilizer,  ceed,  feed,  ga.soliue,  machinery,  and  other  com- 
modities on  a  large  scale,  wholesale  basis  and  bypass  local  dealers.  This  also  could 
happen  In  the  finance  field.  In  addition,  fewer  farm  families  require  fewer  umr- 
chants  to  serve  them. 

ALTEBNATIVES 

The  small  farmer  helps  support  local  busiuessnieu  uow,  and  he  opuld  be  even 
more  valuable  in  the  future  if  he  was  provided  with  financial  and  educational 
assistance  to  improve  his  economic  unit. 

Therefore,  It  is  important  for  the  three-county  area  to  devise  methods  to  help 
the  small  farmer  survive  the  years  ahead,  or  he  may  be  faced  with  the  following 
alternatives: 

1.  Leave  the  farm  for  a  job  in  a  metropolitan  area. 

2.  Seek  local  part-time  or  full-time  employment  !  if  available) . 

3.  Become  a  welfare  recipient. 

What  does  helping  the  small  farmers  means  to  bankers,  husiHiessmen,  employers, 
government  units,  the  professionals? 

1.  A  stable  number  of  customers  In  the  loVal  community. 

2.  Continued  support  of  area  churches,  schools,  oreianlzatlons. 

3.  Customer^  with  Increased  disposable  income  that  would  be  circulated  and 
multiplied  many  times  within  the  community.  % 

4.  Increased  valuation  of  smaller  farms  to  aid  iV'al  tax  base. 

DOLLARS   AND   CENTS  ^ 

Any  new  money  brought  Into  the  rural  community  has^the  potential  of  being 
recirculated' frojoa.  three  to  seven  times  within  the  area.  This  multiplying  effect 
on  dollars  could  Increase  spending  in  the  three  counties. 

If  the  small  farmers  of  Todd,  Otter  Tall,  and  Wndena  counties  could  be  pro- 
vided with  the  financial  and  educational  assistance  needed  to  operate  profitably 
in  the  years  ahead,  then  move  new  money'  would  he  created  for  use  In  the  area. 

For  example.  In  the  three  counties  of  Todd,  Otter  Tail  and  Wadena,  there  are 
10.747  family  farm  operations.  Of  this  total  about  3,.*)00  are  considered  low  Income 
family  farms.  Many  of  these  units  conlxi  disappear  under  severe  economic  pret- 
i^ure  if  they  do  not  get  financial  and  educational  hell*. 

However,  let's  assume  that  one  half  of  the  low  income  operators  (1,750  fami- 
lies) Could  survive  with  assistance,  and  Increase  their  net  Income  by  $2,000  per 
farm  for  a  yearly  total  of  $3,500,000  in  the  three  counties. 

This  new  money  would*  help  raise  their  standnnl  of  living,  and  the  additional 
money  generated  through  increased  expenditures  by  pui'chases  of  gas,  repairs, 
lumber,  machinery,  and  other  supplies  would  be  multiplied  several  times  within 
the  area.  (.^.3,500,000X3= $10,500,000  per  year.)  ^ 

,  ACTIOX   COMMITTEES  ^ 

In  studying  the  small  farm  situation  of^offd.  Otter  Tail,  a^d  Wadena  counties, 
it  ^as  been  noted  that  many  of  these  operators  will  he  forced  off  their  farm 
during'  the  deOade  of  the  1970*s  If  special  efforts  in  financial  assistance  and  tech- 
niral  education  are  not  undertaken  to  improve  smal^l  farm  management  and  de- 
velop better  farm  units.  ,  •  * 

Action  committees  working  on.the  problems  of  the  small  farmer  have  gathered 
infonnation  that  supports  the  following  generalizations  :  ,  , 

1.  The  small  farmer  has  nearly  as  large  a  farm  as  the  average  farmer,  how- 
ever, he  is  working  less  cropland.  ^  •* 

2.  The  small  farmer  has  less  adequate  farm  buildings  and  needs  more  financial 
assistance  than  the  average  farmer  to  make  farm  changes.  >  - 

3.  The  small  farmer  has  more  need  for  farm  management  training 'than  the 
average  fhrmer  on  a  1  to  1  basis  to  tfirm  economically. 


er|c  ^  V^^^^ 


Low  farm  prkres  and  a  rapidly  expanding  teohuology  have  added  greatly  to 
the  small  farmer's  problems.  Farm  prices  involve  national  policy  and  are  beyond 
the  Mcope  of  this  discussion.  The  Immediate  needs  of  the  small  farmer  are  for  a 
form  ^f  risk  guaranteed  loans  to  encourage  private  lenders  to  assist  him  fnore 
in  the  years  ahead,  and  for  Intensive  on-the-farm  training. 

In  the  next  few  pages,  let's  look  at  some  rocommendatlons  for  fioanrlal  aiid 
educntional  assistance  for  the  snmll  fanner  of  the  area,  review  four  categories 
of  small  farmers  Identified  by  the  nctioii  groups,  ami  study  some  of  the  Uratlstics 
concerning  his  situation  In  Todd,  Otter  Tall,  and  Wadena  counties. 
I  • 

EDl'CATION 

Many  of  the  small  farms  in  Todd,  Otter  Tall,  and  Wadena  counties  have  gross 
incomes  under  $15,000  and  show  a  definite  need  for  an  intensified  farm  planning 
program  to  h^lp  them  become  better  managers. 

Suggestions  for  on-the-farm  training  include  the  following; 

a.  Hiring  non-professional  program  aides  through  the  Agricultural  Extension 
Service  to  work  on  an  individual  i)asls  to  help  small  farm  operators  learn  new 
farming  techniques  and  Improve  local  farms.  ♦ 

b.  Employing  adult  agricultural  Instructors  by  .school  districts  to  work  with 
organized  classes  of  low-Income  farmers,  coupled  with  manoower  training  allow- 
ance}^ uncj^r  the  Manpower  Development  Training  Act  (MDTA)  and  iKirticlpa- 
tlon  by  lending  agencies  to  set  up  a  profttJa)le  fnrni  enterprise.  Veterans*  agricul- 
tural  classes^may  also  be  established. 

c.  Developing  marketing  cooperatives  tiirough  experimental  assistance  pro- 
grams. Implement  dealers 'could  organize  machinery  rental  and  custom  work 
services. 

d.  More  use  of  vocational-fechnical  schools  to  teach  skills  related  to  farming 
needs.  Including  welding  and  carpentry. 

e.  Development  of  regular  newsletter  for  .^mall  farmers  providing  education 
on  a  variety  o(  toplcfs  through  Rural  Electric  (^o-operative  system. 

f.  Use  of  concentrated 'farmMnanagement  courses  with  hours  taught  on  basis 
of  type  of  farm  cnterpri.sc  and  ability  icvds  of  various  small  farmers. 

g.  Area  banks  and  lending  Institutions  could  employ  nmall  fanii  advisers  to 
nssist  with  financial  planning  and  e.xpcnditttrcs  of  funds. 

li.  Periodic  meetings  of  agencies  nnd  agrihn.sine.ss  peoi)le  in  tlic  area  to  (li<«  nss 
pntblems  and  opportunities  for  the  small  fjiriner  nnd  to  plan  Joint  action. 

iJecause  of  the  large  capital  requircnients  needed  for  expansion  of  ttic  small 
farm  operatkm  and  high  start-up  <*osts  for  a  younj;  farmer,  a  Kunrnnteed  loan 
program  Is  needed  to  rcduce*the  ri.sk  by  private  lenders  and  encourage*  n)(»re  io.uis 
)»y  them.  ' 

Tnder  the  present  financing  .system.  Farmer's  Home  Administration  rcnuire- 
nients  make  it  (llfTicult  for  the  small  farmer  to  obtain  money:  Pi^'odnction  <'redit 
Asso<'iations  and  Federal,  Laml  HankN  bav^e  a  .surplus  of  incuiey  to  invest,  but 
are  restricted  by  equity,  down-pjryment  a1i<^  risk  requirements  of  their  .stor  k- 
holders  which'  tend  to  limit  loans  to  small  farm  operators:  and  local  iianks 
are  nmst  often  making  Khort-term  credit  loans  of  Kl  percent  on  market  value 
of  cattle.  r>0  percent  on  maeiiinery.  and  7.1  percent  on  real  estate. 

Mnny  small  farmers  in  Todd.  Otter  Tail,  and  Wadena  coiintie^^  conUrmake 
needed  Improvements  and  nec(*ssary  expansion  of  their  farm  ot)er.'<tions  if 
financial  assistance'  could  be  brought  to  bear  on  the  technological  aspects  of 
fanning.  '  *  V 

One  method  of  financial  assistance  would  I>e  a  gunraVteed  loan  fuud  that  could 
be  used  to  Insure  up  to  00  pe^'ent  of  a  private  loan  wiWi  a  maxinnun  of  -SLM.OOO 
per  small  farmer.  For  each  million  dollar^  in  the  proposed  fund,  several  million 
dollars,  worth  of  guarantees  could  be  e\'t(»n(led  to  j)rivate  lenders  in  the  throe- 
county  area. 

Other  funds  are  needed  to  form  a  revolving  cn^dit  ftind  to  meet  the  drtvvn-pay- 
ment  requirements  for  short  term  chattel  mortgages  on  cattle,  machinery,  and 
operating  expenses  of  the  small  farmer.  .\s  the  loans  are  paid  back  into  the  fund, 
newjoans  could  be  made. 
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Small  farmers  eonld  uImo  u»e  Uu*^F*>;<>v*'ninieiit  payinonts  tor  carr.vinK  on 
fiuch  changes  •  at)  pasture  renovation.  l)rnHli  control,  liming.  ,rerti!l/,iu;r.  niid 
seeding. 

A  guaranteed  annual  wage  ahould  l)e  nuMie  available  for  ttww  siniill  fni uuth 
who  have  obstacleti  to  becoming  prutitalWe  operators  IxM-auM-  of  »ge.  in^nltlj,  or 
laek  of  local  employment  opi;M)rtnnltleH. 

young  farmer 

A.  His  problems — 

( 1 1  Lackof  funds : 

(2)  I^ek  of  management ;  41  nd  " 

(3)  La<'k  of  eduKition  and  up-to-<late  Information. 
II.  PosHihle  solutions — 

( 1 )  lieappraisal  of  rre(|it  terms  and  conditions  : 

<2)  Dairy  cow  herd  miggentcd  an  best,  en  tor  prise  for  tlie  a.rea  : 

(H)  Keinfitatuient  of  Kconondc  Opportunity  Loann  through  l'iinnerj< 
yonie  Administration  and  sup]iort  of  Oftice  of  f^conomic  Opportunity  rum  I 
development  proJe<  t« :         ^  , 

(4)  Provision  of  nmchinery * rcntjil  and  custom  work  services  by  imple- 
ment dealers  to'reduce  amount  of  capital  needed  for  ownerHhip; 

(5)  (V)n  cent  rated  farm  iimnagement  <4f)urHe  with  nu>i'e  hours  tnuglit  by 
type  of  farm  enterprise  and  ability  levels  : 

)  Better  land  utilization  :  apd  ° 
(7)  Newsletter  for  small  farmer  by  Uural  Klecdtf .  (^)^)pe^lltive  nnd 
^        improved  infi)nnatiou  services  l)y  business  agencies  and  agr1l)usiiies5<es. 

35-50  years  old 

A.  Hlfiprobleum—  * 

(I)  T^ck  of  funds;  o 

(2)  I^ck  of  management : 

\:\)  Need  for  educational  urograms  ( technology  has  moviMl  too  fast )  :  and 

(4)  Lackof  infornmtion  on  programs. 

H.  possible  Rolutions—  < 
(1)  Ueapppaisal  of  <*redlt  terms  and  conditi(ms :  ' 
i 2)  Dairy  cow  herd  suggested  as  best  enterprise  for  the  are;i  : 

(3)  Specialty  crops  and  special  enterprises  for  some  operations: 

f4»  Reinstatement  of  Economic  Opportunity  T.oans  through  Kanners 
ITome  Administration  and  support  of  Oftice  of  Economic  Opportunity  rural 
development  projects : 

(5)  Part-time  jobs : 

(6)  Management  training ; 

(7)  Provision  of  machinery  rental  and  cast  (an  work  service's  hy  Imple- 
ment dealers  to  reduce  amount  of  capitjil  needed  ff)r  ()wn<'rship: 

iH)  Education :  and 

(9)  Newsletter  for  small  farmer  by  Ttural  Klectric  ( 'cxjperatlve. 

o 

55  (tuff  over 

A.  His  problems— 

(1)  Lack  of  funds; 

(2)  Lack  of  information  on  programs  : 

(3)  Education  assistance :  and 

(4)  Lack  of  job  opportunities. 
H.  Possible  solutions^  - 

fl)  Do  not  encourage  over  expansion  : 

(2)  Increase  government  assistance  tliron^jh  Agricultural  Stabilization 
and  Conservation  Service; 

(3)  ;  Reinstatement  of  Economic  Opportimity  Loans  through  Farmers 
Home  Administration  and  support  of  Office  of  Economic  Opportunity  rurni 
development  projects : 

(4)  Specialty  crops  and  special  enterprises  for  some  operations : 
Improved  information  services  by  government  agencies  and  ngril)usiness ; 

(6)  Provide  skilled  manual  training  in  crafts  : 

(7)  Employment  through  projects  like  Green  Thumb  :  and 

iH)  Guaranteed  annual  wage  for  those  unable  to  farm  profitably  because 
of  age,  health,  or  lack  of  local  employment  opportunities. 
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LIMITED  INITIATIVE — ANY  AOE  OBOUP 

A.  Problems — 

(1)  IlutiUU'uim  pliysical  and  mental ; 

(2)  Lack  of  education  ; 

(3)  Lack  of  resources  ; 

(4)  Need  reor^jani/.ation  of  arm  ;  and 

(5)  Limited  abilities. 

B.  Possible  solutloDH — 

( 1 )  Assistance  must  <'ome  from  personal  contact ; 

(2)  CounKellnff  .service ; 

(3)  Rehabilitation; 

(4)  Kmployment  opportunities; 

(5)  Education ; 

(6)  Low  interest  loans; 

(7)  Workable  funnU  farm  agricultural  con^ervjitlon  practice  tbroujjh 
*  A^^rlcultural  Stabllizntlon  ajoA  Conservation  Service  ;  and 

(8)  Reinstatement  o^^^t^onpmlc  Opportunity  T^ans  tbrou/^h  Farmers 
Home  Admlnlstratj,w4^nd  support  of  Office  of  Economic  Opportunity  rural 
development  projects. 

PACTS  ABOUT  PEOPLE 


19GS  porcont 

♦  1970  of  low-mcomo 

'  County  population  tantihos 

Todd  -   -  22.  m  30  5  < 

ottorToii.:"-";:;; .    '    ^6.097  25.7. 

Wadena     ^2,^2  29.0 


Noto:  Population:  1970  Consus of  Population,  li.S.  Drpartmcnt  of  Comcnorco,  Buroau of  the.Conius.  Minne^podo division. 
Low  mcomt  Community  Piofilc,  Offico  of  Economic  Opportunity,  Informalioa  Center,  Washington,  D.C.  Unemployment. 
U.S.  Department  of  Labor,  Bureau  of  Labor  Stotisttca  and  Manpower  Administration,  Washington.  D.C.  Cash  income 
MinnoEota  Agricultural  Statistics  1970,  Crop  and  Livestock  Reporting  Service.  U.S.  Department  of  Agriculture  and  Minnesota 
Department  of  Agriculture. 


OFFICE  OF  ECONOMIC  OPPORTUNITY  COMMUNITY  PROFILE  FROM  INFORMATION  CENTER  SHOWED  FOLLOWING 
DISTRIBUTION  OF  POOR  FAMILIES  IN  I960 


County 


Number  * 

of  families  Number  of 

Total  number         on  farm  poor  familios 

of  families      operations  m  county 


Porcont  <)f 
poor  families 
on  fftfm 


60.8 
53.1 


FHCTS  ON  FAflMS 

CASH  FARM  INCOME:  CROPS,  LIVESTOCK,  GOVERNMENT  PAYMENTS  FOR  1968  i 


County 


Crops 


Livestock 


Government 
payments 


Total 


Todd  -    $1,414,000    $;^6,795,000      $1,248,000  $29,457,000 

Otter  Ta"il 6,934,000  44,593,000  2,.663.000  54,290,000 
Wadena  .  371.000       9,680,000  '       545.000  10,596.000 
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NUMBtR  OF  FARMS,  UNO  IN  FA8M§,  PEOPU  LIVING  ON  FARMS  DURING  19&8  STAlt  CENSUS  • 
County 


Todd  

Otter  Toil-.. 
Wadena  


Number  of 

Land  in 

Peopit  ilvmS 

forms  2 

forms 

on  farms 

3,400 

448.964 

,  9,794 

5.847 

971,313 

15,627 

1,500 

183, 692 

'3, 180 

•  From;  Minnesotamrtculturol  Stotistics  1970,  Crop  ond  LMstock,  Reporting  Service,  U  S.  Department  of  Agriculture 
and  Mmnesota  DopaBint  of  Agrtculture  \ ,  ^  »      «,  ^ 

>  Frorft;  Todd,  Of<lrTail,  ond  Wadena  County  aericulturol  sta^lizaUon  and  conservation  ofjcos. 

Auvieonv  oiipup 

0  The  followiug  persouH<^have  partlclpatediln  t^e  Small  Farmer  Advisory  Commi- 
tee  meetings  for  Todd,  Otter  Tail,  and  Waden\  counties  held  during  the  spring 
of  1»71.  This  group  (ilscussed  the  probleniH  of  the  small  fanner  and  suggested 
pof]0lble  approaches  to  education  and  finaiuial  an^stance  to  help  hini, 

Mr.  and  Mrs.  Carl  Dykhoff,  Route  3.  Seheka—Farm  Vamlly. 
Cecil  B.  Fleming,  Pelican  Rapids — Lake  Region  Electric  Co-op. 
Paul  RIchter,  Wadena—Todd-Wadena  Electric  Co-op  Manager. 
Dayton  Jacobsiin,  Perhani— East  Otter  Tall  ASCS  Couikry  Executive  Director.^ 
Slbierman^^i^ndt,  Wardena — Concerted  Services.  ^ 
Nick  Weyrens,  Fergus  Falls — County  Extension  Agent. 
Leslie  Bradbury.  Vergas-Farniel*.  \ 
Paul  R.  Schroder,  Fergus  Falls — Department  of  ManpoNyer  Services. 
Mickey.  Law  son,  Wadena — Northern  Co-op  Inc. 
Lennen  R.  Nalev,  Staples— Area  Vocational  Technical  SchooL\ 
Roy  W.  Isaacson, >>w  York  MI11&— Otter  Tail-Wadena  Commtinlty  Action  Direc- 
tor 

Sharon  Soren.««on,  Menahga~CAP  Out f each  Worker  ( Youth) .  \ 
Roger  Bnrgau,  New  York  Mllls—CAP  Farm  Developer  Director  \ 
Rush  Ja(»ob8on,  New  York  MIIIh — Farmers  &  Merchants  State  Bank. 
Jerome  C.  Graba,  Sebeka—ASCS  Committeeman. 
Paul  Kersten,  I  iiderwood— CAP  Farm  Development. 
Howard  Legried,  New  York  Mlirs— Veterinarian. 
Merlin  Jennings,  Wadena— SCS  Conservationist 
Miles  Rowe.  Wadena — County  Extension  Agent. 
Thorval  John.«ion,  Wadena — Todd-Wadena  Electric  Co-op. 
Betly  Cichy,  New  York  Mills— Expanded  Nutrition  Xerogram  Aid. 
•Marvin  Brmiteii,  Bertha— First  National  Bank 
Dale  Bislwip,  New  York  Mills— Economic  Developer  Director. 
Ardys  Restad,  Pelican  Rapids— Expanded  Nutrition  Program  Aid. 
Clarence  Peterson,  Pelican  Rapids— Lake  Region  Electric  Co-op  Manager, 
Fred  Bergsnid,  Staples— Irrigation  Engineer,  Staples  Vocational  School. 
George  Vselman,  Wadena — Implement  Dealer. 
Do^  Ericsou,  Wadena— FHA  Supervisor. 
Mr.  and  Mr.  Leo  Jajiu.  Frazee — Farm  Family. 
Hugo  Oja.  Wa<len a— Northern  Cooperative 
Tom  Meinho\i;er,  New  York  Mills— CAP  Outreach 
.  David  MattiU  ,  Wadena— ASCS  County  Executive  Director. 

Plans  tQ  assist  the  small  farmer  are  already  underway  In  the  Todd,  Otter 
Tail,  and  Wadena  area.  Members  of  the  area  ar'tlon  committee  will  be  working 
hard  in  the/ionths  ahead  to  develop  workable  programs  for  financial  and  educa- 
tional assiyTance.  PleAse  ad<l  your  support  in  whatever  way  you  can. 
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•FBIDAY,  SEPTEMBER  24,  1971 

F.S.  Sknatk. 

SrHCOMMllTKK  ON   Ri  RaL  DKVEt.OPMENT. 
OF  THK  (\)M>rm'KK  ON   AoRnrMrUK  AND  FoRKSTKY, 

W(hHhhi(jton.  f>,(\ 
riio  subromiiiittoo  mot.  pni-siuint  to  m*css,  at  \)  a. in.,  in  rooni  ;i24.  Old 
S(Muitp  Office  Bnildiif^i:.  Hon.  Jiunen  H.  AUon,  prosidin^?. 
Prosont :  Senator  All(»n  (  presiding?). 

Senator  AtJ.kx.  We  are  deli^lited  to  have  you  conie  before  the  eoni- 
niittee.  Mr.  Kleppe.  We  feel  highly  honored.  AVe  look  forward  to  liea]^'- 
*\\\^  your  te.stiniony.  And  you  niay  proceed  at  tluH  time  if  you  y*"* 
plense. 

STATEMENT  OF  H6N.  THOMAS  S.  KLEPPE,  ADMINISTRATOR,  SMALL 
BUSINESS  ADMINISTRATOR 

Mr.  Klkppk.  Thank  you  very  nuK'li.  Mr.  Chairnnuu 

I  would  like  to  introduce  the  two  ^^enthMuen  who  are  with  nu\  This 
i.sour  penerni  (^onnsel.  Afr.  Jack  KnelxO.  And  our  Director  of  the  Oifice 
of  Community  Development.  Mr.  Kinnr  Johnson.  On  Tuesduy  and 
AAVdnesday  of  this  week  I  was  before  the  Oversight  Conmiittee  in  the 
House,  aiul  I  failed  to  introduce  \\\\  general  comisel.  and  so  I  wanted 
to      that  (icme  early  in  the  hearin^i:. 

Senator  AiXKN.  Fine. 

\rr.  Kr.ErpK.  I  have  a  [)repared  statement.  .Xfr.  Chairnum.  And  be- 
cause it  n^pn^sents  a  very  ter.s<^  opinion  and  view  that  we  liave,  if 
you  wisli  for  me  to  read  it.  that  is  wliat  I  ^voubf  like  to  do. 

Senator  Ali,kn.  That  Is  (ine.  And  tinit  ^vill  ^ive  nie  an  opport^mjty* 
to  |)ossibly  ask  some  questions  4)ased  on  that  statenient. 

Mr.  Klkppk.  If  you  wish  to  interru[)t  at  any  time,  you  nuiy  do  so.  , 

StiUJUor  Ai.i.KN.  I  will  wait  until  you  ^et  throu^i:h. 

Mr.  Ki.KPPK.  Mr.  Ciiairnuui.  it  is  j/'privile^e  to  participate  in  the 
efforts  which  you  and  your  c()llea<ruv^  are  makin^^  to  find  a  legislative 
remedy  for  the  ei^onomic  maladies  now  retarding  ])ro^ress  in  the  rural 
areas  5)f  the  Xatimu  ThisMs  a  project  close  to  my  heart,  because  I 
come  from  a  section  of  the  country  whiclijlias  a  strong  interest  in  suc^ 
lejrislation.  I  know  tbe  peo])le  theiv,  and  I  know  their  problems. 

Kverylmdy  is  aware  of  the  challen^^o  presented  to  the  welfare  of 
the  Nation  bV  the  poverty  prevailinjr  in  the  urban  slums.  We  talk  about 
it.  We  worry  about  it.  We  are  tryin^r  to  do  somethin<r  about  it.  And 
i-imt  is  as  it  sliould  be.  But  we  jnilst-  not  let  this  challenge,  formidable 

(5()5; 
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tlioii^h  it  is.  distract  from  tlu»  poverty  and  economic*  stagnation 
abounding  iiT      nnwh  of  tlie  rural  sector. 

In  introducing:  ouo  of  tlie  l)ills  ( S.  '2'2'2''))  under  consideration  liere 
today;  Mr.  (1nurman— and  1  slu)u]d  (jualify  tliis,  Mr.  Chairman,  1 
was  ref(^rring  to  SenaU)!*  Hiuni)lin\v  von  'made  some  observations 
wliicli  deserve  rej)etition.  Two-thirds  oi  our  substandard  liousing  is, 
in  rural  America.  Nearly  lio  mi]]ion  rural  homes  lack  plumbing,  Infant 
mortality  in  rural  areas  exceeds  tlu'  national-average.  Education  and 
nu'dical  facilities  in  rural  areas  are  tragically  inadequate. 

A  basic  source  of  so  n^ucli  of  this  tjiouble  is  the  f,^rowj,jig"dccliiie 
in  the  rural  i)Oj)ulation.  In^^earch  of  better  eeononuc  opportunities, 
j)eo[)le  are  leaving  for  the  (♦iftes  in  large  ^mnhers.  The  resulting  loss. 
IS  particularly  grievous  because  so  nfany  of  these  migrants  rep reseiit 
the  mo.st  promising' human  material  -the  young,  the  talented,  the 
energetic. 

To  arrest  this  trcMurwe  nmst  revitalize  the  rural  economy  and 
imj)rove  Hving  conditions  in  the  countryside.  Industry  nuist  he  brought 
in  to  proN-idc' jol)s  and  generate  sntellite  retail  stores  ami  .service  cstab- 
lislnnents.  (\)nstru<*tipn  nui>r  be  undertaken  on  a  vast  .scale  to  nrovido 
^  'all  of  t]ie  amenities—adefjuare  housing,  schools,  ^^ospitals,  lioraries, 
park.s  nmseums,  sewage  <y,stenis,  et  (*etera.  > 

With  the.se  objectives  in  mind,  S.  2±2']  would  e.stahlish  acro.ss  the 
country  a  permanent  .s-ysteni  of  rural  development  credit  banks,  re- 
•  .sembling  tlie  len(Hng,  facilities  created  by  the  Federal  Farm  Loan 
Act  of  1910.  Under  tlie  plan  of  tlie  bill,  mast  of  the  capital  to  finance 
tlh*  operations  of  the  ]>rop()se(l  banks  would  come  from  ])rivate  sources. 
IIoweA'er,  autho'rization  would  be  ])i*(>A'ided  for  the  a])])ropriation  of 
up  to  stJ'iOO  niillion  annually,  for  a  ])criod  of  not  to  cx(*eed  10  years, 
to  stimulate  the  growth  of  the  new  banlcinji:  system. 

I  am  in  complete  syni])athy  wiuh  the  objectives  of  S.  2#2*i.  and  I 
admire  the  spirit  animating  its  s])onsoi*s.  On  the  other  hand,  I  do  not 
feel  qualified  t(ydecide  whetlier  it  ,repr(\sents  the  ])cst'])ossiI)le  a])proacli 
to  the  e(»on()nr/(*  rehabilitation  of  rural  areas.  Thei*e  is  a  question  in 
my  njind..  for  exani]>le,  \\  }iether  tlie  ])rbgrams  contemplated  by  tlie 
bill  sliouhK  as  pro])o.<ed.  be  o])erated  inde^pcndently  of  the  rc^habilita- 
tion  proje(»ts  being  conducted  or  sjxmsored  in  rural  areas  by  the 
Fconomic  Development  Admin i.strat ion  ami  the  Ap])alacfiian  Rt»- 
■  gional  Commi.ssion.  It  seems  that'some  form  of  coordination  would  be 
(l(»sirable.  I  am  hopeful  that  the  liearingtr  will  throw  light  on  thia 
aspec^t  of  S.  222.^>. 

Let  nu'  call  your  attention,  Mr.  Chairman,  to,  the  role  tliat  SBA 
can  Aud  will  play,  under  (^\istin^r  law.  to  .strengthen  the  .small  business' 
sequent  of  fhe  rural  economy.  In  on(*  degree  or  aimther,  of  cQur.se,  all 
of  our  credit  programs  will  serve  this  pnrpo.se.  Of  particular  im por- 
ta n(*e,  however,  are  the  loans  we  make  to  lo(*al  developnient  companie.s. 
■pursuant  to  .section  .V)^  of  the  Small  Business  Live.stment  Art  of  11>59. 
for  the  benefit  of  identifiable  small  bn.sine.ss  concerp.s.  . 

The  increa.sing  ])o])ularity  of  the  r)(>2* program,  as  it  is  known,  stems 
from  the  fact  that  most  small  conmnmities  cannot  obtain  from  private 
sources  the  long-term  cr<»dit  cs.sential  to  comnjercial  and  industrial 
development.  Ix)ans  are  nnule  by  SBA  to  local  development  cx)mpanies 
for  the  con.stniction,  expansion,  or  conversion  of  commercial  and  in- 


dustrial  facilities,  incluttiii^  the  ac(|uisiti()n  uf  laiuL  as  well  as  the  cost 
"of  riKu-hiiicry  and  (Miuipinont.  Tlu*  ina.^imuni  SR  A  participation  in  any 
one  proje(tt  may  not  exceed  $;i.'WM)()()  for  ea(*h  small  busine,S8  assisted. 
The  maturity  of  the  loans  may  vAit  with  the  tyi)e  of  collateral  offered. 
Tlic  maximum  term  is  25  yca'i*s  plus  construction  tiiuc. 

The  total  cost  of  projects  financed  since  tlie  incei)tion  of  the  [)ro- 
gram  has  exceeded  >^i>H7  million,  of  wliich  SBA  provided  approxi- 
mately million  in  din»ct  dollars  and  in  excess  of  $48  million 
in  loan  piarantees.  These  loans  have  <«:t'neratcd  114,14-7  new  employ- 
^/Tnent  op^)o^tunities,  and  maintained  (or  "saved")  .'>(),234  jobs,  at  an 
average  job  cost  or  approxijuately  ^^^i.V)  in  terms  of  SBA  dirept  dol- 
lars loaned.  Of  tlwi  Ji,.*ir>r)  businesses  assisted,  1.485  were  new  ventures. 

Except  for  1970,  wiien  funjls  were  unjivailal)lc  for  several  months, 
the  volum(?  of  50ii  loans  has  increastMl  eacii  year  foi*  the  past  13  years. 
It  rose  from  a  low  of  14  loans,  ai)[)ri)vcd  in  fiscal  year  1059,  to  a  high 
of  500  hoans,  a|)proved  in  lis<'al  year  li>7l.  A  total  of  3,.%56  loans  have 
been  approved  under  the  502  program  since  its  inception.  Approxi- 
mately (>()  [)recent  of  the  loans  in  this  total  were  approved  in  tne  past 
I  years.  ^ 

The  502  program  j)ennits  a  local  development  company  to  retain 
title  to  project  assets  and  to  lease  facilities  to  qnulified  small  business 
concenis.  As  ft  landlord,  tiie  local  develo[)mcnt  company  can  provide 
management  assistance  to  its  small  tenants  and  theret)v  strengthen 
their  operations.  In  those  cases  wliere  tenants  fail  in  their  business 
cfTort,  such  as  in  small  slionping  centers,  new  tenants  can  often  be  sub- 
stituted. Because  of  tlie  advantages  offered  in  this  type  of  financing, 
we  anticipate  a  greater  vohime  of  502  loans  in  fiscal  year  1972. 

Aggressive  efforts  have  been  made  to  stimulate  participation  in  502 
loans  by  the  private  sector  through  utilization  oi  the  first  mortgage 
loan  plan  and  SBA  loan  guara;itec.s.  This  i)lan  permits  a  lender  to  par- 
ticipate in  the  financing  of  a  project  and  to  secure  his  exposure  with 
a  tirst  mortgage  on  all  fixed  assets  ac<|uired  with  total  project  funds.  A 
minimum  of  Government  red  tape  is  involved,  and  the  loan  can  be  con- 
summated substantially  on  the  lender's  t«rms.  Moreover,  the  infusion 
of  SBA  direct  dollars  at  5^^  percent  interest,  on  a  second  mortgage 
basis,  usually  reduces  the  elTective  interest  rate  on  the  total  project 
financing  to  the  prime,  or  lower  than  prime,  int4?rest  rate. 

Since  the  inception  of  this  program  in'^fiscal  year  1959,  through 
June  30,  1071,  the  private  sector  has  i;i vested  almost  $318  million  in 
local  development  company  projects  costing  in  excess  of  $687  million. 
This  amounts  to  approximately  46  percent^ 

Since  inception  of  the  program  a  majority  of  all  502  loans  has  been, 
made  in  communities  of  less  than  35,000  population.  It  seems  to  me, 
if  r  might  add  this,  here,  that  this  is  an  importantl^ttribute  of  the  502 
program  as  we  discussed  the  subject  matter  of  the  legislation  before 
this  .subcommittee 

In  fiscal  year  1971,  217  projects  were  financed  in  communities-with 
a  population  o/  2,500  or  less  and  nearly  two-third,  or  354  out  of  560 
loans,  were  made  in  communities  of  10,000  or  less  where  15,778  jobs 
were  created  or  saved.  It  is  interesting  to  note  that  SBA  gets  its  biggest 
ret-iim  for  its  .direct  loan  dollars  in  the  very  small  community  of  2,500 
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or  less  whore  tke  cost  per  job  in  (Toverunient  funds  advanced  wub 
$1,376  as  against,$2,9,)2  in  conuniinitics  of  more  than  50,01)0. 

It  takes  a  ^vQi(t  deal  of  efTor-t  to  consuinnuite  a  502  loan.  Sonu'tinios 
peoi)le  come^H)  ns  w  ith  an  understanding  of  how  the  i)ro^ram  works 
and  with  k^wledg(»  of  the  snuill  husiness  they  wish  to  assi^t^hut  more 
often,  it  is  u])  to  us  to  visit  these  coninmnities,  to  identify  leadershii)  and 
to  enecnira^e  the  orgajiization  of  a  local  development  company,  home- 
times  several  visits  are  necessary  before  all  of  the  elements  of  a  .suc- 
cessful ))roject  can  be  hrou^^Kt  to^etlier. 

We  feel  that  this  effort,  is  well  wortli  while.  We  think  %vo  can  do  much 
njore  in  rural  communities  and  so  I  have  directed  our  Office  of  Com- 
nnuiity  Development  to  set  up  meeting  tbj»ouphout  tlic  country  for 
the  purpose,  among  other  tilings,  of  bringing  this  and  other  SBA  pro- 
grams  to  rural  areas  \vhei;e  they  are  .so  badly  ne^Mled.  At  this  time  4.'^ 
such  m^eXings  are  scheduled  between  now  and  the  end  of  the  year. 

3Ir.  P'hairman,  if  you  would  like  a  list  of  those  proposed  meetings 
we  would  be  glad  t^  furiiish  them  for  the  record. 

Senator  Alkkx.  We  would  be  glad  to  liavc  thai.  Thank  you. 

Mr.  Ki j:i»i'e.  Fine. 

I  have  offered  our  a.ssislance  to  every  Senator  and  every  Congressman  . 
wlio  might  want  to  sponsor  an  economic  development  program  in  his  • 
own  State  or  district.  Tlie  response  to  tliis  offer  li^most  gratifying  and 
I  am  .'^ure  that  a  considerable  number  of  meetin/^  and  conferences  will 
be  scheduled  where  we  can  tell  the;  502  story.  'Hus  activity  would  result 
in  more  loans  and  more  jobs  in  rural  America., 

P'or  all  tluw  teasons.  the  502  ))rogrMni  is  m  promisiug  de\  ice.  ^Ve 
can  and  will  use  it  to  make  m  substiinljjiil  contribution  to  the  reha- 
bilitation of  our  rural  economy. 

This  coujplete.^  my  statenient,  Mr.  ( 'hairnuin. 

Seiuitor  Am.kn.  Thank  yon  very  much,  Mv.  Kleppe.  Wc  n))i)re- 
ciate  your  statement.  And  we  a))))r<*ciate  your  counncnts  (*onr(»rning 
S.  ,i±2').  And  also  your  connn(»nts  with  res))ect  to  the  work  of  SHA 
and  the  .50*2  program.  \ 

( Vitainly  it  is  not  the  plan  or  puri)0>c  of  S.  2223  to  take  ovci'  the 
work  of  SBA.  There  is  enough  work  for  the  bank  and  Sf^A.  I  feel 
it  is  the  very  finn  opinion  of  mend)crs  of  this  conuuittce  and  of  fhe 
entire  Congress  thnt  SHA  is  doing  a  very  valuable  j()l).in  pro\  i(liug 
financial  sissistjmce  to  small  busiiu^sses,  and  in  no  way  would  this  bill 
interfere  with  the  work  of  SHA. 

I 'note  that  you  speak  af  the  cool)eration  tlmt  should  be  maintained 
with  the  K1)A,  and  then  the  regional  conunission.  1  might  cjill  atten- 
turn  to  the  fact  that  on  i)ag(i  47  of  the  bill  it  is  provided  that  the  bill 
will  work  with  local  development  di.stricts  organiml  under  the  Ap- 
palachian l)evelo})mejit  Act  and  economic  develo))ment  districts  or- 
ganized under  the  Economic  Development  A<*t  of  1905. 

Mr,  Ki.EPPK.  Mr.  Chairman,  the  basic  reason  I  recited  this  in  here 
".^  was  to  call  attention  to  the  possibility  that  there  might  be  du[)licMti(m 
of  any  kind.  Ami  yo\i  have  j\ist  connuented  in  that  regard. 

Senator  Ai.lkn,  Actually  as  to  both  the  bank  jrnd  SHA.  it  might 
well,  be  that  if  the -jtdministration's  runil  rexenue  .sharing  passe-^,  the 
*gi'onnd  might  possibly  be  cut  out  fnmi  under  the  KDA  and  Appabichia 
al.so^  and  tlio.se  coilmnssions  might  not  be  available  to  work  with, 
other  than  jiist  th(»  shell  of  a  counnission,  wjth  no  funds. 
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Mr.  IvLKiMM*;;  Thnt  is  possible.  ^ 

Soimtor  AiJ.KX.  So  wt  w  ant  to  l>(»nr  that  in  mind.  1  IVcl  sure. 

It  occurs  to  ino  that  one  <li tlVrence  between  the  concept  of  the  bank 
propositi  l)y  S.  2'22:\  and  SHA  is  the  ditlVrent  approacli  in  j^tM^tinj:  in 
private  funds.  A\'hereas  th(«  hank  wouhl  sell  (U»bentures  or  othei* 
types  of  securities,  SB  A  draws  funds  in  oji  the  basis  of  i^uaranteeinjr 
tlie  private  ca|)ital  that-i.s  put  into  the  k)a!i.  Don't  you  always  have 
pr(»tty  nuK'li  a  shortajxe  of  funds  in  SBA  i 

Mr.  Ki-.KPPK.  Mv.  riiairnuin,  the  answer  to  that  is,  sinre  I  cauie 
here,  no.  • 

Seaiator'Ar.r.KN.  Is  that  ri^;ht^ 

.\h%KLKPPK.  That  is  correct. 

Senator  Ai.i.k'x.  I  am  ^dad  tofear  f  his.  It  isi^lcMs  to  me. 

Mr.  Kr,w»rr..  When  yoith  say  fun(1>^,  l  anr  tirlkin^r  <d»out  p:uarantce 
autliority  basically.  We  are  always  short  of  direct  funds.  Tlu»  answer* 
to  that  IS  "Ws.*'  I  thought  you  weiv  referrinjr  to  guarant(v  funds. 

Senator  Allk.^  I  meant  direct  fuucjs  for  the  They  <:ive  out 

about  the  first  weok,  don't  tliey,  of  the  fiscal  year? 

Mr.  Ki.KPPE.  Yes.  The  direct  funds  are  very,  verv  shoi-t.  Hut 
;ruaraiitee  authority,  which  I  thought  you  were  referring  wlncl^ 
gives  us  a  great  deiil  of  latit^ude  .of  domg  business,  take-;  caiv Of  it. 
And  we  have  got  an  emer^jjeyicy  bill  w*hich,  you  probal)ly  nvaJl— y«lu 
voted  on  it  earlier  this  spring-- iidses  our  giuirantee  autliority  to 
billion.  We  belie\'e  that  wnll  carry  us  to  th^^emf  of  this  fiscal  ^ear. 
An<l  we  luive  got  another  bill  in  to  go  beyoi^l  that.  So  from  that 
standfK)int,  we  are  in  business.  Hut  tlirtn't  fundi|tg,  dirert  outlay.s,  yes, 
are  very  short.  j 

.Senator  Ai.i.kn.  Now,  under  the  .Wi  prograui  yon  are  miO<ing  a 
nuniber  of  "loans  in  ^jnialjer'twnjjfuinities.       ^  "  .  •  * 

Mr.  Kr.EPPK.  Ye.4.  ^  ■     ^  ■ 

Senator  Ali.kx.  Overall  how  does  tlu\t  stack  up,  the  pen'Hitage  in 
what  you  might  <'albTural  areas,  and  in  cities? 
*  Mr.  Ki.KPi'K.  Percentagewise? 

I  am  not  so  sure  that  we  have  got  it  hroken  down  for  you  e.vH'tly 
that  way. 
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Mr.  JoiiN.HoN'./>I  f  w(»  are  talking  .about  loans  I  «Mirt  be  exact 
as  a  complet-e.  breakdo^vn,  but  in  the  statement  we  liaye  it  in  the  state- 
ment. Two-thirds  of  our  loans  were  nuide,  7)i)'2  loan>  vvi*re  m'ade  in 
com numi ties  with  a  poi)alfttion  of  10,000  or  k\ss. 

Senator  Ai>;kx.  That  is  .')0i>.  ]^ut  I  am  talking  about  overall. 

!^^r.  Klkppk.  No;  we  do  not  have  a  bre})lkdown  like  that.  Mr.  Chair- 
num. 

,  '  Senator  Ar^.r.r.x.  Most  of  tliese  loans  a. iv  secured  by  real  estate,  arc 
they  not  ?  , 

Mr.  KrKPPK.  Von  are  talking  about  the  .lO^  loans?  r 

Senator  Aklkn'.  .Yes,  sir.  ^ 

Mr.  Klkppk.  Would  you  say  ^'Yes"  to  tliat,  Eiuar? 

Mr.  J(UiNSOx.  ^fost  of  tliem.  However,  'there  are  some  that  are 
secured,  by  e(|uipment. 

-         -  .  <^ 
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!Mr.  Klkppk.  \W  have  a  coiisuleruhle  amount  of  latitude  Us  t.o  wluit 
wiM'un  do  with  thi^  ,V>2  loan.  Aiul  it  adapts  itself  so  well  to  ou^^nuiUer 
wnuiuinit^es,  j)etter  than  it  doos  tlie  larger  coninuuiities.  And  tUis  is 
why  I  nind.e  such  a  point  of  talking  about  0^*2  loans  in  tliis  stateuient, 
Mr^  Chainnan.  It  is  a  i)rpgnun  that  takes  developill^^  It  takes  tinu\ 
it  takes-^contacts,  it  takes  pe^)ph^,  it  takes  work.  And  tlie  results  aiv 
verv\  vx»rv  enf()ura<j;in^i:  when  ^ve  can  put  everythin^r  to^rether  and  ^tt 
some  50i>  loans  on.  the  books. 

Senator  Ar.hKX.  How  have  the  local  invesfment  ('ompanies  worked 
o^^t  i  ^  '  ' 

,Mr.  Ki^Kri'K.  The-^Mlevelopmeut  companies  (  ' 

Senator  Ai.r.KN.  Yes.  ^  ' 

J^Ir.  KrKrpK.  <Je!U»rallv  they  probably  coricct  nie  if  I  tarn  W!f)Utr, 
Einar — but  they  probably  represent  the  liigher  calil)er  h>ans  that  we 
have  on  our  book^.  .  '  ^ 

Would  you  vct\\v\\x  tluit  that  J^  genijrally  true  { 

Mr.  JoMXsox.  We  liave  per  Imps  the  lowest  delinquency  rates  in  the 
502  than  we  have  in  any  protrram. 
.  >Ir.  Ki.wri'K.  Ally  (•ateg(>ry,      -  '  , 

Mrr^^^iXSov.  Most  of  the  companies  luive  only  oiu*  or  two  projects, 
but  we  have  some  outstanding:  examples—in  Averill,  Mass.,  St.  Clair, 
MicbVit-^^WTttrlVs,  ^lo..  Coos  Hay.  Oreg.,  Liucolntou,  N.(\  -wlierv  tlie 
local  deve1(ji])meift  companies  iiiive  a  tri'cat  many  ])rojects,  10,  l."),  25-  in 
fact,  there  are  scime  towns  tliat  hav^  been  almost  entirely  built  in- 
dustrially and  c^iuuercialiy  by  r>()'2  loans,  su(*b  iis  Lincolnton,  X.(  \ 

Mr,  Kleppk.  )flr.  (Muiirtnnn,  there  is  sonu^tbin^  here  tint  we  sbouhl 
.make  sure  thar  vou  and  tlu^  connnittet*  understand  re<rardin<;  TiO'i.  N(»f 
only  caaJW^^niaWv^a  loan  up  to  ^-^oO.OOO  to  the  development  company, 
})Ut  we  can  also  make  iudividual  loans  to  tenants,  as  it  were,  that  ini^ht  ^ 
pro  in  and  develop  a  part  of  this  develo[)m(»nt  pi'oject.  can  make 
each  one  of  them  ah  mdividual  loan,  up  to  $;^r)0.0()0.  Oh,  SBA  i'^ 
authority  under  50^)  has  \\  cousidei'able  amount  of  latitude  in  bein^ 
able  to  help  finance  projects  ulfuler  the  economic  development  aspect 
of  our  comnuuiity  projcrrain.' 

Senator  Aij.f:n'.  Is  vour  lease  ^uaranti^  program  under  502? 

Mr.  Klkppf:.  That  is  !i  separate  i)ro|rram,  but  U  is  ur)<ler  the  sanu' 
statute.  And  this  U)0  is  a  «jrood  developing  prf^mmi  forms. 

Senator  Ai.nKx.  In  the  loan  j)nrticipation  proirrani  where  SB  A,  I 
l)eli(»ve.  can  guarantee  in  sonn^  cases  up  to  Oo  pcfVcent  

Mr.  Ki.KPPK.  AVe  can  hi<ijher.  AAV  dojrt  like  to.  Most  of  our  o:uar- 
antees  are  on  the  Imsis  of  ^uaranteein<ir  i)0  percent,  and  the  bank  car- 
ries the  otlier  10  percent. 

Senator  Ai  f-^'^N".  But  they  haVe  to  locate  the  money  \ 

^^r.  Ki.KpPK.  AVe  ra'iri:  ^o  In^her:  00  percent  is  t^ie  nuixinnnn 
under  502. 

Senator  ArxKX.  But  the  lending  in.^^titution  has  to  locate  the  moiu\v  \ 
Mr.  Ki.KPPE.  They  put  the  money  up. 

Senator  .Vllkx,  T)o  you  have  any  nlea  how  many  direct  loajis  SB  A 
lias  on  the  books  now  of  all  kinds  ? 

Mr.  Ki.EPPE.  Of  all  kinds,  jiow  much  we  have  on  theJx)oks?  Onr 
portfolio? 

Senator  sArxKK.  Direct  loans:  ves,  sir. 


*  Mr.  Kleppe.  1  am  not  sure  tliut  we  brought  tlmt  with  iits. 

We  dkr$l;i  milliou  lust  year,  and  we  did  $U/> million  the  year  be- 
fore, .^nd  before  that  we  did  very  little,  AW  almost  aot  t6  a  point  where 
direct  loans  went  out  of  business  for  SBA,  up  untillast  y«ap,  wiien  we 
got  started  back  a  little  bit,  antl  this  liscal  yeaf-  .we  art'tromg  to  get  back 
a  little  more.  ^ 
.   We  have  not  got  the  ligui  e  you  an*  asking  for. . 

Senator  xVrj.Kx„  How  much  do  you  say  you  did  last  year  ? 

Mr.  Klefpe.  In  direct  Ipans^w^e^lid  about  .$13  million  total. 

Senator  Alleij.  ^13  million. 

Mr.  KI.EPFE.  We  (lid  $1,200,000  the  yeijir  before.  These  are  direct  7 
(a>lbans.  »      ,   '        ,  ^ 

Senator  Allex.  Hdw  mudi  in  particpation  loans 

Mr.  KfiKFTE.  IP  loans-^-we  had  $90  million  for  direct  and  IP's,  so 
we  ri)rob?ibly  did  around  $75  to  $80  milliQn  in  participation. 

Mr.  Jouxsox.  That  is  in  SBA  funds  ?  \.  - 

Mr.  Kleppe.  That  is  strictly  jn  SBA  funds;  yes.  That  was  our  shkre. 

Senator  Ali.ex.  In  other  words,  the  90  percent,  then,  or  the  75  to  90 
perc^ntt  .  , 

Mr.  KleoPpe.  Are  you  talking  participation  or  guarantee  ?  They  are 
different,  Mr.  Chairman.  . 

Senator  Alt.ex.  Gi  v^  me  the  breakdown  on  both. 

Mr.  Kleppe.  All  right.  We  did  about  $13  million  in  direct* 7(a)' 
loaiits  last  year.  We:did  abouL-it  wopld  have*  to  bte  about  $75  million 
in  our  participatioiL,  \ve  call  ir^  the  immediate  participation. 

Senator  Aluen.  Seventy-five  percent.  That  is  the  liability  that  you 
assume  under  your  75  to  90  percent  ? 

Mr.  Kleppe.  Xo";  thaf  was  $75  millian. 

Senator  Allex.  I  understand  thai-  ^ 

Mr.  Kleppe.  And  that  is  our  share. 

Senator  ALLE;sr«  But  T  am  talking  about  the  sliding  scale  on  your 
laruarantee  then.  " 

Mr.  Kleppe.  That  is  correct.  And  on  oifr  guarantee  we  did — ^$730 
million,  was  it?  ^  ' 

Mr.  JoHKsox.  The  whole  total  of  bank  participation  was  over  $800 
million.  But  you  a  re  correct  on  the  guarantee. 

Mr,  Kleppe.  I  think  if  you  put  down  $700  million  that  would  be  it 
toufrhly.  Mr.  Chairman.  t 

Senator  A LLEX.  On  what,  now?  \ 

Mr.  Klki^pe.  That  we  guarantee.  \ 

Senator  Allex.  Is  that  guaranteeing  up  tothe  90  percent? 

Afr.  Kleppe.  This  is  how  much  we  guarantre  in  our  exposure  for 
guarantee.  And  most  (rf  it  is  this  90-perc<>nt  category. 

If  you  would  like  fliose  figuref^  exact  T  will  furnish  them  for  the' 
record. 

Senator  A  llev.  Yes :  we  would.  ^  > 

(The  iufonnafion  is  as  follows:)  ,  •  ^ 

Fiscal  year  1^1 

'  Tn  tniUions 

r>ireot  7(a)  hmns  ^  

SHA  shnro  of  immediate  participation  loans__^  ICI-IC  74  7 

Loans  jniarantefd  b.v:  SBA  1  ZJi'Ji  _    737  8 

Total  l)aTik ^participation  ^1  II*IIIII_ZIIII.I*I    I_I  897  3 

6n<5R2V— 4  37  "  "  ' 

\  '  .  '      ^  ' 
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Mr.  KLEPrE.lkit  these  are  in  thej)all  j^iark. 

Senator  Aujix.  On.  yowv  participatio]!,  what  is  the  percentage  on 
that^  *  ^  ' 

'  Mr.'KLKPPEr  It  vanes*  75  percent  souiefinies/an^  50  per(  ent  some- 
times. We  vai*^'  our  pa'rticipation,  depending  upon  the  (juality  of  loan. 

Senator  Alijcx.  Your  participatiou-  the  li^rnre  there  is  not  included 
in  your  direct,  what  you  call  the  direct  is  where  yon  lend  the  funds 
100  percent.  Is  tliat  ri<rht^  ^  .  . 

Mr.  Ki^j-M'FE.  Correct.  . 

Senator  Allex.  And  then  yon  have  the  participation  when^  you  lend 
a  portion  of  the  funds  ^  , 

Mr.  IvLEi'PE.  Correct.  r       -  * 

Sejuitor  Allen.  A;id  tlien  you  have  the  ^uaranBee  where  you  ^ar- 
an  tee  a  portion  of  the  loan  'i 

Mr.  Kleppe.  Correct,  exaotlv^. 

Senator  Allex.  And  yon  think  it  was  75  iuilHon,  then^  ac^tual  par- 
ticipation ?  •   ^  ,0 

Mr.  Klepfe.  This  was  SBA's  outlay.  ' 

Senator  Allex.  Actually,  then,  that  is  a  direct  loan,  13  it  not,  in  a 
sensed 

Mr.  Krjii*PE.  In  a  sense. 

Senator  ^^i^^-kx.  You  are  puttinj?  up  the  money  i 

Mr.ji^LEPFE.  In  a  sense,  except  for  the  fact  that  we  have  got  to' get 
somebody  else  to  help  us  put  up  some  also.  So  it  is  not  aMirect  loan. 
-And  the  difference  is  this.  The  loan  that  we  make  directly  has  got 
roughly  a  5^2  percent  rate.  When  you  get  an  IP  loan,  you  have  i^ot 
the  bank  interest  involved.  It  is  higher.  So  to  the  borrower  it  makes 
a  difference. 

Senator  Allex.  You  would  be  pretty  well  out  of  business,  then, 
without  the  guarantee  program. 

Mr.  Kleppe.  This  is  far  and  away  our  leading  activity,  I  should  say. 

Senator  AlleXjj.  Now,  this  actually  is  pretty  well  similar  to  FHA. 
the  principle  of  FHA  ?  <^ 

Mr.  KiiapPE.  No;  FHA  has  much  more  direct  funds  than  we  have. 

Senator  Allex.  They  don't  have  any  direct  funds.  I  am  talking 
about  the  Federal  Housing  Administration. 

'  Mv.  Kleppe.  Xo;  I, was  talking  about  Farm  Home.  We  are  in  the 
agriculture  committee,  so  I  was  thinJcing  about  Farm  Home.  Federal 
Housing,  you  are  right,  it  is  on  that  order. 

Senator  Aij:^x.  What  about  ybur  applications?  What  peraM?itage  of 
your  applications  do  you  grant,  either  on  the  direct,  the  partiMpation. 
or  the  guarantee  ? 

Mr.  Kleppe,  We  don't  keep  track  of  those  that  are  declined.  We  have 
no  real  reason  to  keep  track  of  those,  and  as  a  result  we  don't.  We  get 
a  lot  of  applications  that  are  not  con)pletely  filed  because  we  see  some- 
thing wrong  and  there  is  no  use  to  pursue  it  any  further,  and  we  tell 
the  prospective  borrower.  So  we  dc^n't  keep  track  of  .that  number.  I 
can't  give  you  a  number  onlhat.       \  ^ 

•  Senator  Allen^  You  do  nothing  in  the  way  of  locating  the  lender  on 
you  r  guarantee  program,  do  you  ? 

Mr,  Kleppe.  locating  him  ?  > 

Senator  Allen.  Yes,  sir. 
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Mr.  Kjleffe.  They  come  in  the  door,  Mr.  Cliairniaii.  We  are  (Winged 
with  reauests.  *  \ 

Oh,  the  lender  ^  Oh,  we  lielp  8ugge,st  i\  ,\ve  can,  but  that  is  n<>t  oar 
'  p^jme  objective. 

/Senator  Aixen.  In  other ^words,' it  is  up  to  tlu'  borrower  to  find  the 
W^dcr  that  will  put  up  the  money  i 

^  Mr.  KxEPi^.  liy  and  large,  correct.  We.ti-y  to  be  cooperative  in  this 
^rea,  but  it  is  not  our  responsibility.  And  we  do  try  to  d-ireet  hini  to 
^)vhere — or  say  to  him,  vou  Knd  a  bank  that  will  give  vou  some  money 
,  if  we  guarantee  it,  ;|.nd  then  mavbe  we  can  ^et  togetlier. 

Senator  Allen.  Isn*t  the  availabilitv  of  funils  here  on  a  guarantee 
•  I)ro^ram  subject  to  wide  fluctuation,  depending  on  the  general  avail- 
ability of  monjey? 

Mr.  Kleppe.  Well,  it  is  getting  much  better  all  the  time.  Our  co- 
operation with  our  Knanc«  indqstry  is  improving  to  beat  tlie  band. 
And  as  a  matter  of  |act,  we  are  expecting  maylm  that  we  could  get 
as  high  as  a  billion  dollars  worth  of  that  kmd  of  activity  in  this  Kscal 
year.  The  reason,  1  am  sure,  is  because  banks  better  understand  what 
our  objectives  are  and  what  we  can  do  and  how  thvy  can  bolster  the 
economy  in  their  own  c6nuDunity.  And  as  a  result,  our  cooperation  is 
goin/^  up  tremendousl>;.  We  almost  doubled  last  year  from  the  ])revious 
year  m  guarantee  activity.  .  ' 

Senator  Allen.  Are  you  i)aid  a  fee  for  this  guarantee;  do  vou  trot 
any  fee  out  of  it?    ,        .  •  . 

Mr.  Kleppe.  Yes. 

Senator  Aixex.  What  sort  of  charge  is  there  on  that? 
Mr.  Kleppe.  ^  (juarter  of  1  percent,  roughly,  on  the  average,. 
Senator  Auj2N.  Have  you  had  to  pay  off  on  nuiuy  of  these 
jjuarantees?  , 
Mr.  IOjeppe,  Oh,  yes. 

Senator  Ajajes.  A  quarter  of  1  percent  is  not  talking  care  of  the  loss, 
then?  ^  "  . 

Mr.  Kleppe.  I  should  say  not.  It  never  was  designed  to,  and  I  am 
sure  it  never  will.  In  our  type  of  business,  we  take  risks,  above  and 
teyond  that  which  are  bankable.  Rut  whether  it  is  the  guarantee,  Mr. 
Ohairman,  or  whether  it  is  our  own  direct  loans  or  participation, 
we  take  risks,  and  our  losses  are  not  covered  by  the  fee. 

Senator  A^j.ex.  I  am  not  sui-e  if  we  estal)lished  your  perc4»ntage 
of  overall  loan  participation  and  guarantee  w^hich  w^re  made  out-' 
side  of  the  standard  .statisti<»4il  metropolitan  ai^s.  Is  tliere  any 
way  

Mr.  Kleppe.  You  are  talking  about  our  total  loans? 

Senator  Allek.  Total  loans,  participation,  and  guarantee. 

Mr.  Kleppi-:.  I  don't  think  we  have  it  broken  down  that  way,  Mr. 
Ohairman.  I  am  sure  that  \ve  haven't,  wp  have  no  retison  to.  We  have  it 
by  regions,  and  we  have  it  by  districts.  But  that  in  itself  would  not 
answer  the  specifics  that  we  could  give  you  here  on  the  502,  for  ex- 
ample. We  iust  don't  keep  it  that  way. 

Senator  Allen.  Do  you  feel  that  the  SBA  program  needs  beefing 
up  to  take  care  of  these  credit  needs  of  developing  rural  .America? 

Mr.  Kleppe.  I  am  so  well  aware  of  the  problems  of  rural  Amer- 
ica, having  come  from  the  State  of  Xorth  Dakota,  and  being  on  the 
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A^rriculturo  Committee  in  tlie  IIf)use  for  |  yeai*H,  that  I  (lont  know 
how  much  extra  effort  it  would  take  in  rural  Amerira.  The,<Tedit 
needs  are  hir^e;  the  credit  needs  are  hufre.  And  inflation  is  a  part 
of  tliat.  Tlie  cost  of  ^jetting  in  business  in  rural  America  today  for 
tt  fannei-,  as  a  producer,  is  vast:  The  cost  of  real  estate,  the  cost  of 
production,  today  is  tremendous.  So*  I  don't  know  what  i^  is  ^oing 
to  take  to  fulfill  t1\ese  credit  necnls/riiey  are  ^ri-eat. 

Senato!'  Allkx.  Could  you  make  a  loan  to  a  nuinicipality  that 
nw»de<l  a  watei*  and  sewer  system  < 

.  Mr.  KhKerK.  No:  we  are* not  in  that' business.  We  are  a  snuill.bnsi- 
jriess  administration,  and  >^e  deal  wi^h  businesses. 

Senator  Aij.kn.'I  luidertand  tTiat,  ^  .  • 

M\\  KhKePK.  And  the  rea.son  1  nuide  the  point  that  I  did  of  our 
r)&2  is  hex'aust*  of  how  we  can  help#  community  economically  develop 
their  conununity.  They  are  not  agriculturally  orientcdj  l)e<*ause  that 
would  be  n  conflict,  that  would  l)e  duplication,  and  wd  do  not  have 
le^rislative  authority  for  that  purpose.  vSo  our  financing?  benefits  ai-e 
kind  of  fringe  from*  the  standi)oint  of  di^'tly  helping  a  producer  get 
into  business  and  to  give  him  cn^dit^s. 

Senator  Allen.  Oive  me  The  502  top  categories  of  businesses  to 
whom  you  have  made  SBA  loans  or  participation  loans  or  guaran- 
tee's, in  what  aieas,  what  general  an^as  of  business  acti\'ities^ 

Mr.  Kleppk.  Manufacturing,  retail  of  all  kinds,  nuiny  in  the  serv- 
ice industries  

Senator  Au.KX.  Service  of  what  kind  ? 

>Ir.  Klkppe.  All  kinds  of  S(M  vice.s. 

Sciuitor  Alle!*.  a  drycleaning  plant  i  f 

Mr.-KLETPE.  Yes;  a  dr>cleaning  plant.  It  might  l)e*in  food  serv- 
ices, it  niight^l)e  in  janitorial  or  custodial  servic''es,  many  lands  of  ^ 
service9.  All  kinds  O'f  manuftuturing,  aiul  all  kinds  of  i-etail  outlets. 
Many  of  what  you  might  call  cut-and-sew  operations,  what  yon  might 
call  retail  establishments  and  grocery  stores,  hardware  stores— you 
j'9BP%bout  name  it,  we  are  invoved- yi  any  kind, of  a  busines  ac- 
'  tivity.  ,  ' 

Senato!*  Allent.  What  about  farm  and  fai-m  related  ? 

Mr.  Kleppe.  Agriculture  busineSvS  ?  Well,  a  hardware  stoi-e  in  a  farm- 
ing conununity  is  a  busiiH^s.  A  groceiT  store  in  a  farming  cofmmunity 
""is  a  business.  And  we  do  nmke  loans  to  these  people  as  businesses. 
,  Senator  Afj-ent.  What  about  anything -having  to  do  with  the  opera- 
tion of  a  farm  itself? 

Mr.  Kleppe.  The  op(»ration  of  a  farm  itself  probably  would  be  in- 
eligible. I  don*t  know  exactly  wl;|pt  vou  mean.  But  if  you, take — let's 
take  a  feedlot  as  an  example.  Xow,  this  is  a  farm-related  activity.  W(* 
try  very  hard  to  find  ways  that  we  can  have  these  feedlot  people 
qnlflifv*  So  what  we  try  to  do  is  set  a  percentage  of  the  ownership  6f 
this  business  that  is  not  in  the  business  of  raising  cattle.  But  most  of 
tlie  feedlots  that  we  have  aie  scattered  out  in  our  St^ate  and  the  State 
of  Texas  and  others.  Mo^  of  the  owners  do  raise  some  cattle.  If  it  is 
strictly  for  commercial  basis,  it  obviously  'would  qualify  for  an  SBA 
loaiK  In  other  words,  if  some  jnen  own  the  feedlot  and  other  men  bring 
in  and  own  the  cattle  that  are  fed  out  there,  that  is  a  commercial  op- 
eration, that  is  a  business,  and  we  could  make  them  a  loan.  But  if  some- 
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l)ody  builds  a  fmllot  uiid  ho  mviis  75  porccnt  of  the  catth*  that  <ro  into 
it     be  fed  out,  that  is  i)art  orhis  farniiu^^  opemtioiu  and  that  do(\sn\; 
qualify.  We  have  a  diflirult  time  on  sonu^  thin^rs  like  fish  farms  and 
nxushrooni  farHls.  tryint<  to  identify  qualifieatioji. 
S{»natm'  Allf.n.  You  don't  lend  m  those  areas  i 

Mr.  Ki.RpPK.  W(»  are  trying  to  b(^'(»rv  ^en(M  al  lind  very  broad,  but 
we  Imve  wateh  onr  le^ishitive  authority  from  tlu*  standpoint  of 
eli<ribility. 

Senator  Aij.kn.  Now,  isn't  it  possible  that  SHA  could  eontijine  its 
fine  work— and  I  f(»el  very  dc^tihitelv  that  it  is  fiiu^  work — -and  that 
t*ln»re  is  a  field  of  opemtion  foru  rural  developnu'Ut  bank  as  envisioned 
by     222.3  ?  , 

Mr.  Klkitk.  Mr.  Chairman — I  know  you  nndei*st()od  niy  st^itement — 

I  tried  to  take  tlu^  position  of  a<rreein^  with  th(»  eoiux*pt  and  the  prin- 
eiples  nnd  the  need.  I  l#noAV  them;  you'know  Www.  I  think  t^iat  that 
was  the  intent  and  the  purpose  of  S. 222*5. 

Soeond,  I  think  you  r(HJ!0«:n ized  also  that  I  tried  to  call  attention  to, 
the  fact  tlmt  we  on^lit  iu)t  t^  <ret  into  a  pr(J)leni  of  duplication,  whether 
it  is  SBA,  the  Appalachiun  ConunissionL  or  \Vhat  have  you.  Ami  you 

I I  ave  add  ressed  \o\ i  rs(^  1  f  to^that  i  n  r(*sponse  t o  i  t . 

^Third.  I  wanted  to  set  forth  that  pai"t  of  our  acfTvity  that  fits  at  least 
to  some  de«:ree  in  fulfilling*  pa  it  of  the  objectives  of  S.  2223. 

Xow,  havin*?  said  tlmt,  ni  those  three  definitive  positions,  I  think 
that  represents  where  SHA  stands  on  the  (ptestion  of  this  legislation. 

Semitor  Am.kn.  Well,  if  snch  an  (^ntity  is  s^'t  uj),  it  would  certainly  be 
the  policy  .of  SHA  to  cooperate  in  every  way  that  it  could  with  snch 
a  runil  bank. 

Mr.  Ki.EPeK.  Siu*e. 

Senator  Allkx.  Xow,  what  soi-t  of  backlo<i:  on  loan  a[)i)lications  do 
you  liave? 

Mr.  Klkwk.  Fantastic.  Aiul  they  are  <rrowin^  at  a  pretty  fast  rate 
ri^ht'uow.  I  can't  help  but  think  tluit  part  of  it  is  due  to  the  announce- 
ment that  the  l^reiiident  made  that  the  investment  tax  cn^di  was  a 
recommendaion  of  his.  And  of  course  (\)n^ress  acted — this  is  ])robably 
the  one  jjreatest  thinfj  for  small  business  in  America  in  .this  wliole 
package  that  the  President  recommended,  is  this  tax  credit.  And  Jis  a 
result,  this  is  the  indimt  activity  that  comes  to  SHA.  We  «:et  loan 
applications.  The  demands  for  expansion  and  money  are  givat.  So  we 
have  ^rot  backlo*^  sittiufr  on  the  desk  of  every  loan  officer  in  SHA  that 
will  probably  ran^e  some  place  between  30  days  and  90  days,  if  we 
didn't  ^et  another  application  in.  So  the  demands  upon  oUr  servjces 
and  our  fluid in^  are  huge. 

Senator  A  UjEX.  It  requires  you  to  turn  down  bv  nece^ity  many  good 
and  sound  applications,  does  it  nots  when  you  do  get  around  to  con- 
sidering them? 

Mr.  Klepfe*  No. 

Senator  ALf?Ex.  You  don't  turn  down  any  good  applic4itions? 

Mr.  Kleppe.  No.  We  aye  in  business.  \Ye  have  got  some  minimum 
direct  funds,  but  we  have  got  substantial  guarantee  authority*  and  if 
you  talk  about  a  loan  like  that,  no,  he  is  not  going  to  get  turned  down. 

S(^nator  Allex.  In  other  words,  you  could  say  to  a  man,  we  approve 
your  application  if  you  can  go  out  and  find  the  money. 
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Mr.  KT.F!Pj|»F..  That  is  ri^^ht,  you  find  a  bank.         ,  " 
•  Senator  Aujcn.  In  other  words,  that  is  the  loan  you  approve? 

Mr.  Klkppe.  No,  it  is  not  apf) roved  at  that  point.  That  is  our  ap- 
proval, that  is  onr  OK  that  \\v  \^'ill  furnish  tlie  guarantee. 

Senator  ALr^:K.  I  understand.  But  you  are  not  putting?  that  in  tho 
category  of  loans  turned  down — loans  that  you  are  unable  to  make, 
then,  I  will  Kay,  not  tumed'down?  • 

Mr.  Klepi*r.  There  aren't  very  many  pf  tliosc  tiiat  happen.  The  co- 
operation that  \^e  are  receiving  from  the  banking  industry  today  is 
very  good,  Mr.  Chairman,  ^  \  .  . 

r^t  uio  just  tell  you,  when  I  ffo  into  any  one  of  our  6ommimitios 
I  try  to  have  a  meeting  with  the  banking  [)eoi)lc  wherever  v*'(*  are^ 
l()i  ated,  wherevtM-  I  go.  And'T  give  them  a  cluirge,  as  it  were^  because 
I  used  to  be  a  banker,  and  I  know  wiiat  tiicir  tvsponsibilities'arc.  They 
have  got  to  h)ok  at  that  figun»  at  the  bottom  of  tife  piige.  That  is 
profit.  Tliat  is  not  thr  uuiin  objective  that  I  have  to  look  at  as  the  Ad- 
ministrator of  SHA,  it  is  a  diffcivnt  ^an»e,  it  is  a  Federal*  Agency,  we 
are  trying  to  perform  a  service  and  an  aSvSistance.  So  I  say  to  this 
banker,  you  really  can't  afford  not  to  use  us.  You  i-eally  need  to  use  us 
and  our  guarantee  antiiority  to  build  and  strengthen  the  economy 
of  your  comnumities.  There  isn't  one  other  Federal  })rogmm  that  gives 
vou  tlie  multiplier  i»ffeet  on  y<nir  economy  that  oui-s  will  give  you.  So 
you  need  to  us(»  us  as  a  catalyst  tA  build  on.  And  this  works,  Mr.  Chair- 
inan.  And  I  am  convinced  of  the  fact  that  we  have  got  hanks  par- 
ticipating in  loans  today  with  our  guarantee  that  just  a  short  time  ago, 
like  a  year  or  two  ago.  probiihlv,  Wouldn't  do  it.  So  we  don't  have 
many  of  these  pe()^)le  that  liave  been  turned  down  becayse  thev  can't 
get  fnndnig  by  virtue  of  having  our  giuirantee  authority  behind 
them — it  is  a  lot  less  than  it  used  to  be.  at  any  rhte. 

Senator  Ali^^n.  As  I  imdei-stand  it,  yoii  do  not  nuike  strictly  farm 
loans?    .  ,  t 

Mr.  Klkppe.  Xo,  we  can't. 

Senator  Alt.en.  You  cannot  make  loans  to  mimicipalitiesto  provide 
community  services?        ^  ^, 
Mr.  Kt.eppk.  Xo. 

Senator  Au.EV.  So  in  those  two  aivas  you  cannot  he  helpful  to.the 
T*ural  ecoiiomy.  •  « 

Mr.lvT.KPPK.  That  is  correct. 

Senator  Ali^:x.  By  the  way,  I  might  say  that  I  feel  that  you  have 
a  very  fine  office  there  in  our  home  State  of  Alahama.  ^ 

Mr.  Kt.eppe.  I  have  had  a  chance  to  stop  in  there  and  se.e  that  office, 
and  the  spirit  down  thei*e  is  great. 

Senator  Alijik.  Mr.  PaulBronson  doeskin  outstanding  job.  He  is  a 
credit  to  SB  A  and  to  the  Federal  (xfivernment.  ♦ 

Mr.  Kleppe.  Thank  you.  . 

By  the  way,  the  spirit  in  Birmingham  when  I  was  there  was  really 
.something.  ' 

Senator  Allen.  Yes,  they  are  on  the  move. 
,   Mr.  KlepIv..  This  was  in  a  live  city,  I  found  out. 
'    Senator  Allen.  Now,  I  am  sure,  being  from  a  rni-al  State  yourself, 
you  feel  that  problems  of  mraj  America  and  the  necessity  to  develop 
hiral  America  have  a  definite  bearing  on  the  prj^lems  of  our  tirban 
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areas,  and  that  a  s^Hution  of  some  of  the  prohlems  in  rural  AnuMiea 
would  liave  a  vey  definite  helpful,  eonsfrucfive  efttVct  on  solving  the 
problems  pf  urban  America.  -  -  •  I 

4    Mr.  Kleppe.    stand  iij  acrreemenfe  with  tluit  stntcuieni,  Mr.  Chair- 
'man,  because  that  is  substantially  what  J  tried  to  say  in  h^e.  . 

Senator  Au.ex.  I  wius  more  or  less  recapitulating. 

Mr.  IvLEPi*E.  (.^orrect. 
^    Senator  Ali^n.  Well,  are  you  offering  any  suggestions  to  the  Con- 
gress as  to  ful•th^r  j)r()grams*to  iillow  you  to  meet  some  of  the  credit 
needs  of  rural  America,  or  are  you  satisfied  to  stand  on  vou  three 
areas  of  operation  ? 

Mr.  Ki.EppE.  I  think,  (Miairman,  I  would  have  to  answer  that 
question  by  saying  that  we  in  SBA  would  be  willing  to  stand  on  the 
areas  of  legislative  authority  that  exists  for  us  today.  We^feel  that  jve 
are  well  taken  care  of  from  tlie  standpoint  of  legislative  authority  for 
us:  for  the  thrust  tliat  was, designed  for  SBA.  I  want  agam  to  pay 
utt(Mitiou  to  and  commend  the  concept  of  assisting  rural  communities, 
because  of  what  we  have  reviewed  here  l>efore.  I  am  hopeful  t^iat  the 
hearings  will  open  up  all  areas  that  might  indicate  any  duplicatiofi 
whatsoever.  You  and  I  know  that  it  is  awiuJly  easy  to  expand  our  Fed- 
ci^il  Government  above  and  bevond  areas  so  that  they  thereby  become' 
overlapping.  There  is  a  great  demand  for  credit  out  in  rural  America 
today.  I  am  well  aware  of  this.  I  would  ^Dnly  hope  that  this  would  be 
disclosed.  -  , 

And  then  as  a  third  point,  I  do  believe  that  we  have  got  a  fringe 
i)rogram,  as  it  were,  that  does  assist  in  rural  America,  that  does  assist, 
and  we  are  developing  it.  And  I  spent  a  little  extra  time,  probably,  in 
my  statement  talking  about  it,  because  it  is  a  fit,  I  think,  to  the  ques- 
tion of  this  hearing. 

But  I  think,  Mr.  Chairman,  that  pretty  well  stimmarizes  our  vi^ws 
at  ST5A  reifa  rding  the  pending  legislation  in  question. 

Senator  Allex.  Taking  as  an  assumption  your  statement  and  the 
very  d(»finite,  well  proved  fact  that  there  are  express  credit  needs  in 
ruml  Anrierica.  that  a  bank  that  is  operating  on  the  concept  of  a  limited 
amount  of  Federal  capital,  with  the  thought  in  mind  that  the  bor- 
rower, by  purchasing.stock  in  that  bank,  would  eventuivUv  become  the 
owner,  do  you  think  that  jr concept  of  that  sort  is  sound  ? 

Afr.  Klei^pe.  I  can't  deny  that  I  think  that  concept  is  basically  sound. 
I  tlnnk  we  have'liad  some  experience  with  that. 

Senator  Allen.  JHasn-t  it  worked  .that  way  Ln  the  farm  credit 
system? 

Mr.  Kleppe.  I  think  the  concept  is  basically  sound,  yes  sir- 
Senator  Allen.  Now*  with  the  eventual  pumping  in  of  $2  billion, 
that  would  be  the  basis  of  going  into  the  money  market  and  selling, 
;    possibly  up  to  $40  billion  in  debentures  or  other  evidences  of  indebted- 
♦    ness.  Do  you  feel  that  there  is  enough  need  in  rural  America — and 
this  would  be  over  a  lO-year  period,  the  pumping  in  of  the  Govern- 
ment money — do  you  feel  that  that  amount  of  money  could  bfe  wisely^ 
judiciously  lent  for  the  purpose  of  developing  rural  America? 

Mr.  ICleppe..  Mr,  Chairman,  if  I  said  yes  to  tha^  it  would  sound  like 
^  I  was  endorsing  S.  2223,  and  I  did  not  come  up  here  prepared  to  openly 
endorse  S.  2223. 1  would  add  to. whatever  I  said  before,  however:  that 
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the  availability  to  us  and  others  of  secondary  markets — pensions,  trust 
funds.  State  funds,  and^Jmt  have  you— apun  in  our  openition  in  SllV 
we  aiY  doin^'  soniethin^r  t1)  trv  to  develop  these  funds  to  thereby  shore 
uj)  bank  funds  directly  for  the  puri)ose  of  buildiuja:  the  econoniy  in  a 
^  ^iven  cmnnninity  whetlierit  is  small  business  or  ap:ricultnre.  So  I  think 
this  is  an  aiva  also  that  can  well  be  considered  from  the  standpoint  of 
easing  it,ot]ier  than  just  a  flat  $2't)illion  over  a  period  of  10\vears  from 
the  Federal  ( lovernment.  That  mi^rht  be  anotlier  possibility  to  explore. 

Senator  Am>kn.  Wouldn't  it  be  a  sound  approach  to  <rot  this  money 
into  the  bank  for  tlie  i)urpose  of  lending:,  and  then  irrespective  of  the 
lips  and  downs  of  .the  luoney  market,  and  the  availability  or  nonavail- 
ability of  monev,  and  the  necessity  to  continue  to  sell  your  jrnarantee  - 
program  to  the  hanks,  to  ^ot  that  money  into  the  bank.throujrh  the  sale  • 
of  debentui-es,  and  theivby  avoid  the  iincertainties  of  the  money  market, 
could  that  be  a  sound  a])proarh  ? 

Mr.  Klf.ppk.  Of  course  you  make,  a  very  interesting,  sound  point,  T 
am  rcmvinced.  T  think  we  have  had  some  experience  wrth  that. 
Senntor  Am.kn.  That  is  the  concept  of  the  bill.i. 
Mr.  Klf.ppk.  That  certai^ilV  is. 

Senator  .Vi.lf.n.  Which  you  aj)i)r()ve  of  in  a  <reneral  way. 
Mr.  Ki.KPPK.  I  tliink  the  concept  makes  sense.  ^ 
Senator  Allkx.  We  hope  that  it  does,  yes  sir. 

Thank  you  very  much.  We  appreciate  your  coming  up  and  beinp 
with  us.  You  have  made  a  very  fine  confribution.  » 
Mr.  ^^itchell,  please. 

STAT^ENT  OF  GEORGE  W:  MITCHELL,  kEMBER.  BOARD  0!^ 
GOVERNORS  OF  THE  FEDERAI,  RESERVE  SYSTEM 

Afr.  MiTcnFJ.L.  I  am  Mr.  (ieorjre  W.  Mitchell.  And  this  is  Enuinuel 
^felicliar.    •  %  . 

Mr.  Chairman,  T  have  a  relatii^ely  brief  statement,  and  if  you  don't 
object,  T  tliink  it  would  be  easier  for  me  to  jpad  it.  And  f  thviik  it  cov~ 
ers  the  ^v^'i'^*^  th(Trou^rhly. 

Senator  Allex.  We  appreciate  your  comfi^  u]),  Mr.  Mitchell  jind 
Mr.  Melichar.  And  T  look  forward  to  hearin<r  ^'oiy  testimony  and  beinjr 
driven  the  benefit  of  your  views  with  rejrard  to  S.  2223. 

Mr.  Mm  iiF.rx.  T  ani^pleased  to  ap])ear  todjjy  in  res])()nse  to  your  re- 
(piest  that  a  representative  of  the  Federal  Keserve  Board  di.^cuss  the  \ 
relationsliips  between  ^eneml  monetury  policy  and  expansion  of  fed- 
erally sponsored  crcKlit  j)r()jri  anis  in  niral  ai:eas,  such  as  that  proposed 
in  S.  2223.  ;  ^ 

At  the  outset,  T  would  like  to  note  that  the  Federal  Ti?serve  reco^- 
nixe^  a  need  to  accelerate  the  pace  of  rural  development.  It  is  well 
known  that  averapje.  personal  income  of  rural  residents  continues  sig- 
nificantly below  that  of  url)an  dwellers,  and  that  educational,  medical, 
and  social  .service  facilities  are  mote  limited  in  rural  communities. 

Growth  in  rural  job  opportunities  has  for  many  years  fallen  far 
sho/t  of  providing  employment  to  all  the  young  adults  raised  in  rui  ^^l 
areas,  and  consequently  we  have  been  experiencing  both  massive  mi- 
gration to  cities  and  underemployment  of  those  who  chose  to  remain 
in  the  (Country.  The  inability  of  rural  communities  to  provide  more 
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of  tlio. i**'*-"^  tlif^ JiMHMiitics  of.  in()(l(M-ii  life  dcsirod  by  tlioir  yonn^r 
|)('0|)le-<*0!itinnes  to  ajr^ravatc  the  prohloms  Ix'in^r  ^'xporioiicod  l)y  our 
larger  cities.  Thus,  wo  are  all  woll  advised  to  dc^votc  soiue  of  our 
energies  to  iiiiprovoiuoiit  of  tUo  paco  and  (|ua]ity  of  rural  developmout. 

Amdoration  of  (economic  dev(d()pnHMit  iu  i-iiral  aroas  oncount(M*s 
I)roblenis  other  than  thotsc  of  adequate  and  rcasouahly-pricod  ciXMlit — 
probloius  sucli  as  lark  of  nonfann  rosour<TS  and  distanco  from  Con - 
slnnor  markets.  Case  studios  of  rnnil"Tf)uimnuitios  have  conclndod  that 
local  initiative  and  leadership  play  a  vitai  role  in  successful  develop- 
ment in  tlie  face  of  these  inherent  disadvantages.  Tlijs  element  shonld 
be  recoil ized  in  the  desi<ru  of  credit  l)ro^rams  intended  to  foster  yural 
development.  The  credit  p|-()Ofram  cau  be  a  catalyst  that  spui*s  local 
action. 

One  role  of  a  credit  pro<rram  can  l)e  to  help  ecjualize  the  a<'cess  of 
variou.*=i  economic  sectors  or  areas  to  the  Nation's  flow  of  capital  funds. 
A  portion  of  on.r  nation-Jil  savin<rs,  in  the  form  of  retained  earuin<rs 
of  farm,  industrial,  and  conunercial  enterpruses,  is  directly  employed 
by  the  saver,  plows,  this  I)ack  into  tlie  busine.s.s.  Another  portion  is 
moved  froni  saver's  to  ijivestnuMit  uses  in  the  same  comnumity  by  local 
l)ank.s  and  other  depository  insf itntiona.  But  a  substantial  portion  is 
fathered  l)y  larp»  insurance  coin  panics,  ])ension  funds,  lar^re  banks, 
and  like  institutions,  and  is  made  available  to  u.sm*s  thron^li  national 
capital  and  money  markers..  In  these  markets,  th(vs(»  funds  an*  usc^d  to 
purchase  cri^dit  instruiwcMits  offered  in  sizable*  blocks  Irv  w(dl -known 
firms  and  ])ublic  and  ])rivate  institutions.  Snudler  users  of  credit,  njid 
tho.se  not  known  Jiationjtlly,  thus  are  not  ordinarily  aRle  to  compete 
directly  for  these  funds.  Th(\v  niay.  ho  weaver,  obtain  indirect  ac<'(*.ss 
Neither  thronsfh  private  nrran<;ements  with  larijer  institutions,  or 
\tbron<rh  a  Federal  credit  pro<rram.  A'prominent  example  of  the  latter 
joute  is  the  fedei-ally-sponsored  coo|)orative  farm  credit  .systejn,  which 
LMids  to  farmers  tlio.se  fuiuls  that  it  raises  through  sale  of  credit  in- 
skruments  in  tlie  national  capital  market.^.  The  bill  you  are  considering/ 
wbuld  provide  similar  federal ly-s])onsored  indirect  access  to  ca] 
milrkets  to  other  rural  residents\  fiyiis,  and  ^rovernments,  prob 
thrtrebv  improving;  upon  such  indirect  access  as  these  ^rroups  niny  a1- 
reaVly  )iave  achieved  throu^rh  exi.stin^  private  or  public  arran^enuuits. 

\he  addition  of  another  economic  .s^H'tor — in  thisca^e,  fural  nonfarm 
busmiess  and  ^ov(M*nments — to  those  for  whom  F'ederal  (»redit  pro- 
^i*ams  luive  already  been  provided  would  not.  in  my  opinion,  signifi- 
cantly handicap  the  capabilitv  of  fhe  FccUm^I  Reserve  to  admini.ster 
nu)ntltary  policy.  It  would,  however,  affect  tlie. distribution  of  the  im- 
pact m  ivstrictive  policy  amon^  sectors,  and  would  tend. to  increase 
the  (*ost  of  funds  raised  through  all  Federal  civdit  programs.  The  si<r- 
nilicarace  of  t]ie>se  effects  would  be  directly  i-elated  to  the  size  of  the 
addedW)ro^iam.  ^ 

Distribution  of  the  imj)act  of  restrictive  monetary  policy  would  be 
affected  because  federally  spoitsored  programs  have  demonstrated 
their  albility  to  raise  sul).stantial  amounts  of  funds  even  during  periods 
*of  ti^hi  money.  But  with  re.strictive  policy  lioldin^  dow^i  the  overall 
volume  pf  funds  available,  the  funds  rai.sed  by  an  additional  Federal 
I)m<rran\.  lieyond  tho.se  t1iat  the* sector  served  would  have  otherwi.se 
(^btainedl  imist  necessarilv  be  balanced  l)v  a  reduction  in  funds  raised 
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by  other  sectors.  Ainoii^  the'sectorsthat  appear  especially  vtilnerahle 
to  this  effect  are  those  that  do  not  have  access  to  capitaT  markets. 

Although^  as  just  noted,  thejlbility  to  raise  a  substantial  volume  of 
funds  is  achieved  by  access  to^ne  market  in  i)eri9ds  of  monetary  re- 
stniint,  the  cost' of  these  funds  is  likely  to  be  rapidly  and  significantly 
affected  both  by  policy  actions  and  by  economic  developments  in 
fjeneral. 

Rural  borrowers  from  federally  sponsored  agencies  are  thus  likely 
to  encounter  more  rapid  sizable  variations  rn  interest  cost  than  otiier 
rural  borrowers  who  are 'obtaining  their  loans  from  typical  rural 
banks.  HecTause  nn*al  banlcs  obtain  most  of  their  loanable  fiinds  tbrough 
local  d(^iK)sits  rather  than  in  money  markets,  the  i-ates  of  int-erest  they 
charge  ^  nieir  borrowei-s  have  not  generally  responded  rapidly  to 
changes  in  rates  in  national  markets. 

Tht^  rui*al  borrowers  gi^en  market  access  tli rough  a  credit  program 
are  likely  to  find  funds  available  during  periods  of  re.straint,  but  i)rob- 
ably  at  a  relatively  high  price.  Some  may  postpone  their  projects  until 
interest  rate«  fall.  In  other  words,  if  rural  development  is  stinndated 
bv  improving  rural  access  to  national  capital  markets,  the  degive  pf 
stimulus  woukl  be  related  to  the  prevailing  degi-ee  of  monetary  ease*  br 
restraint  and  its  etlect  on  interest  rate  levels, 

.  The  impact  of  likely  fluctuations  in  interest  rates  may  be  reduced 
or  eliminated  from  some  borrowers  by  providing  a  subsidy  ^^icli  as 
tluit  ])ropose4  in  S.  2l22.'J.  More  generally,  subsidies  may  be  provided  in 
a  Federal  ci-ed it  program  as  a  further  stimulus  to  the  activity  l)eing 
proirtote^.  In  this  event,»it  is  desirable  that  the  element  of  sub,4idy  be 
provided  in  a  forui  that  is  readily  evident-and  quantifiable,  as  is  done 
ni  S.  2*22;i,  and  that  tliQ, continued  need  for  and  amount  of  sucli  sub- 
sidy be  subject  to  i)eriodic  congreiisional  review.  On  this  topic,  as  well 
a«  on  the  design  of  Federal  crcKlit  programs  in  general,  tlie  iwonunen- 
^  dations  made  in  1963  by  the  Committee  on  Federal  Ci-edit  Programs 
( Dillon,  Bell,  Heller,  and  Martin)  continue  to  provide  sound  guidance. 

I' have  mentioned  the  Federal  Reserve  interest  in  rural  development. 
Our  studies  of  regional  and  agricultural  lending  indicate  that  for  many 
V§ars  after  World  War  II  most  rural  bants  had  funds  in  excess  of  local 
ioan  demands.  Some  years  ago,  however,  tJiis  situation  began  to  change.* 
Banks  in  many  rural  areas,  such  as  areas  in  which  the  livestock  indus-' 
try  has  been*  rapidly  expanding,  have  exhausted  acc\miulation8  of 
liquidity  and  still  continue  to  ^ace  loan  fiemands  that  are  increasing 
faster  than  their  local  deposits.  To  participate  better  in  meeting'the 
credit  demands  of  their  communities,  rural  banks  in  this  position  need 
improved  access  to  nonlocal  sources  of  funds,  through  development  of 
markets  for  their  assets  and  liabilities,  through  banking  structure 
change  that  would  bring  the  services  of  larger  banks  to  rural  areas,  or 
through  improved  credit  ser^ces  via  correspondent  banking,  the  Fed- 
eral Intermediate  Credit  Banks,  or  the  Federal  Eeserye  discount 
^mechanism.  Federal  Keserve  staff  work  undertaken  in  the  course  of  our 
reappraisal  of  the  discount  mechanism,  and  since  published,  noted  in 
detail  and  at  length  the  disadvantages  faced  by  smairrural  banks  in 
attempting  to  develop  nonlocal  sources  of  funds.  Consequently,  the 
Board  has  under  consideration  a  proposal  that  would  expand  and 
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,  routinize  the  availability  of '  funds  at  our  <liscount  window  for  t\\^ 
seasonal  needs  faced  by  these  banks. 

As  a  further  outgrowth  of  that  work,  a  System  comntittee  is  condnct^^ 
ing  a  ppoffram  of  research  hito  the  possibilities  afforded  by  the  other 
sources  of  nonlocal  funds  that  I  have  mentioned.  Our  principal  focus 
in  this  work  is  on  mechanisms  through  which  rural  banks  could  raise 
funds  in  financial  markets.  These  markets' presently  do  not  accoiuriio- 
date  the  small  sizes  and  amounts  of  securities  that  each  rural  bank  lias 
to  offer.  Thei:efore  we  are  examining  ways  in  which  such  instruments 
could  be  pooled  into  larger  lots,  or  endorsed  by  larger  banks,  of  in 
other  ways  be  made  more  attractive  to  investoi'S  in  central  markets. 
Other  phases  of  the  research  program  are  examining;  (1)  how  well 
cor^fespoiK^ent^  banking  relationships  are  currently  functioning  in 
terms  of  supplying  funds  to  rural  banks,  (2)  the  effect  that  bank 
bnmching  and  holding  company  activity  has  had  on  fann  lending  by 
banks  in  several  States  where  the  law  has  recently  permitted  such 
ftructnre  changes,  ancl  (3)  the  reasons  why  the  mechanism  which  f)er- 
mit#commercial  hanks  to  discount  farm  loans  at  Federal  Interniedinte 
/Credit  Banks  has  i?ot  been  used  to  a  significant  extent.  We  hope  that 
one  studies  and  findings  will  be  helpful  in  efforts  to  maintain  the  role 
of  rural  banks  a.*?  a  credit  source  for  agriiWltunil  and  other  rural 
development.  < 

Senator  AuAs.  Mr.  Aiitcliell;  on  behalf  of  the  subcommittee  and 
the  full  committee,  I  want  to  express  our  ap])reci'atioii  to  you  for  coin- 
ing before  the  committee  and  giving  us  the  benefit  of  your  views  and 
giving  us  this  fine  testiiiioiiy  regardini;  the  money  mnrkets,  the  role  of 
rural  banks,  and  the  problems  attenuaiit  to  meeting  the  credit  needs 
.  of  rural  Ameri<*a.  And  it  does  present  a  consi<lerai)le  problem,  as  you 
have  pointed  out  here. 

I  was  interested  in  the  comments  about  the  impact  of  monetavy  re- 
straints, w,hich  of  course  would  limit  the  ovel'all  ainount  of  money 
available  for  all  sources.  And  youj  discu.ssioii,  I  gathered,  was  that 
the  lapping  up  of  s^yne  of  this  available  credit  by  a  bank  as  contem- 
plated by  S.  2223  might  s(»rve  the  exhausting  of  J^ome  of  those  available 
funds.  Is  that  what  you  are  suggesting? 

Mr,  MiTCii4ci.L.  In  a  period  of  monetaiy  restraint  what  the  Fcnleral 
Reserve  is  attemf)tin£r  to  do  is  hold  dow|^  the  total  vohUne  of  funds 
employed.  What  has  happened  in  pivvious  periods  is  that  our  markets 
have  remained  free  to  function  and  to  accnmiiiodiite  l)orrowers  who 
can  ^et  into  those  markets.  The  rationing  device  has  been  price,  and 
this  IS  the  way  the  niiykets  work.  But  the  banking  system  and  the 
pavings  and  loan  system,  for  example,  have  been  held  down'  in  their 
access  to  thes^  moneys,  because  of  the  .stnicture  of  their  assets  or  liabil- 
*  ities,  or  just  by  rules  relating  to  what  they  are  allowed  to  pay  for  their 
deposits.  The  arrangement  that  yoii  are  tallking  about  here  would  give 
users  of  credit  in  rural  areas  access  w>  these  national  markets. 

Senator  ArxEK,  That  is  desirable,  isn't  it? 

Mr.  MrrcifEix.  That  is^iesirable.  But  rural  iiorrowers  wonld  have  to 
be  prepared  to'  pay  higher  prices  than  they  usually  pj\y.  And  they 
would  liaVe  to  make  a  judgment  as  to  whether  it  was  better  to  go  ahead 
orto  defer  their  expenditures. 
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StMiator  Allkn.  Many,  times  a  l)()rr()W(»r  ;xot>  hito  a'pohitioii  wlicn^ 
he  (loosn't  worry  too  iimch  about  wliat  it  is  ^oiu^r  to  cost  liinu  it  in  a 
(|iiestioii  of  where  hecaii  oiet  tlu*  i)rincii)al. 
*  *  *  Mr.  AlrrciiEij..  If  it  is  a  lUMwsitous  situation,  he  just  Irtis  to  have  th<» 
funds.  Hnt  wis(;  borrowers  try  t(^  avoid  <rettin<jr  into  ti>af  situation. 

HtMuitor^ Allkn.  Oil  the  eredit  restraint  and  tiie  "nnavaiini)ility  of  / 
money  on  tiie  credit  jvserve,  wouhl  it  not  i)e,  possible  for  a  i)anii  sucli 
as  envisioned  i)y  this  legislation  to  ^o  TTtto  tiic  money  'market  with 
tlielr'cmlit  instruments,  their  (l(*i)entures  ahd  sell  tiu»m  wiien  money 
.was  free-iuid  not  ti^iit  andVe  were  not  in  a  period  of  monetary  re-' 
straint  imiK)sed  by  tiie  Federal  ll*»serve  Hoard  s  They  wouhhi't  hate 
to  ^o  in  at  any  [)aHticnlar  time,  they  cou^d  wait  uhtil  tiie  market  was 
favorable  before  tiiey  offered  del)entures.  *  ^     ,  . 

'  Mr.  MiTCiiKLL.  Some  i)orrowers  do  tiiat.  I  assume  tiiat  yoir*  antic- 
ipated u.*^  of  tiie  ])ro(  eeds  soinetime  in  tiie  future,  Imd  not  imnw»di- 
ately^  .         ^  " 

Senator  A i.LKN.  Yes,  sir. 

Mr.  MrTciiKLi,.  1  borrowers  ^o  to  the  market — and  this  is  what  cor- 
porations are  doin^ — to  improve  their  lic^uidity  position  they  antici- 
pate their  need  for  funds  and  in  the  interim  invest *<in  some  kind  of  a  - 
market  instnin^ent.  Later  they  can  either  fcell  tiiat  market  instrument, 
or  let  it  nm  otf,  at  the  time  they  will  need  the  funds.  Yes,  that  can  be 
done,  and  is  done. 

Sedator  Am^x.  It  is  (piite  obvious,  and  I  think  it  is  certainly  com- 
mendable, that  the  Federal  ]<eserve  Hoard  is  giving  a  great  deal  of 
study  tQ  the  problems  of  rural  banks,  and  to  assi.sting  them  with 
rendering  a  better  service  to  the  rural  community.  That  is  certainly 
fine  that  you  are  doin^  that.  Thjs  thought  qccui*s  to  me,  though,  that 
the  rural  Lanks  of  necessity,  and  all  banks  for  tliatmatter,  in  the  main 
lia\^»  to  lend  mv  short  periods,  tor  00  days,  for  G  months,  for  a  year, 
whereas  nniny  of  the  credit  needs  of  the  towns  and  cities  and  other  rural 
needs  have  to  be  on  a  long-term  basis  and,  therefore,  they  do  not  turn 
to  the  bank  even  if  the  funds  are  available,  which  they  are  not. 

Mr.  MiTciiKr.L.  vSoine  of  the  larger  banks  through  term  loans  are 
making  longer  i)ertod  loans,  uj)  to  H,  (>,  7.  and  S  years.  "But-it  is  pretty 
diffieult^r  a  relatiyely  small  banlj  to  do  this.  I  a^ree  with  you.  The 
small  banker  is  pretty  much  tied  in  to  the  harv*csting  cycle  or  to  the 
feeding  cycle,  and  he  has  to  protect  his  ability  to  adjust  to  those  cycles'. 

Senator  Alt.ex.  Would  it  be  possible  for  a  city  or  town  needing  a 
water  system  or  a  sewage  sy.stem  to  turn  for  a  long-term  loan  on  its 
system : 

Mr.  MrrriiRLL.  Ijocal  community  banks  perform  a  very  important 
role  here  in  assisting  the  municipality  in  selling  its  issues  and  taking 
the  shoit  part  of  the  issue.  If  it  is  a  serial  issue,  they  might  take  the 
first  2  or  3  years  of  the  iSvSue.  But  the  rest  has  to  be  sold  some  place  else. 
Thabank  linay  be  instrumental  and  helpful  in  selling  it  to  the  investors 
in  the  area.  But  of  course  there  are  other  devices,  such  as  natiotial 
underwriters,  who  can  sell  the  issues  elsewhere. 

Senator  Allrx.  Well,  a  small  town  of  two  or  three  thousand  people, 
their  boncls  wouldn't  be  rated.  t  * 
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Mr.  MrrcitEiiL.  No.  they,  are  iipt  fated,  but  there  are  agencies  and 
large  banks  that  deal  in  theise  small  issues.  I  was  concentrating  my 
attention  on  the  role  of  tha'sftltill  comjn unity  bank.  Y^'&i\  a  small  com- 
munity bahk  cao  be  helpful  in  making  the  arrangements  and  taking 
the  shorter  dated  maturities.  And  through  its  correspondent  or  other 
connections  with  ^nancial  facilities  (ind  financial  experts,  it  cai)  aid' 
thqm  in  marketing  their  issues.  There  is- a  ver}^  large  "market  fot  State 
arid  municipal  issujes.  And  th^  banks  are  very  large  bjiyers  of  these 
i^suefe^  not  just  locally,  but  all  over  the  country.  And  that  •market  is  set 
•  lip  in  such  a  T^ay  thaV  while  I  think  that -the  unrated  issue  is  liandi- 
^  tca^Bped,  still  tli6se  issued  can  be  placed.  And  somo  of  them  are^extremely 
'  at t»ractiye,  and  very  safe.  \      ■.      *^      ,  .    ^     •  *  , 

, Senator  xVifLEX..Do  you  feel  that  this  ctoncept  of  a  bank  to  meeti  or 
.  'tissist  in  meeting  the  cr^it  needs  of  imral  America,  that  ha«  the  con- 
*~  cept  of  borrowing  the  money  wlii<:h*is  needed  in  addition  to  the  capital 
that  the  Government  ptits  into  the  national  money  market,  and  to 

f>ro vide  •.for  eventiial  control  of  the  bank  byitlie  born)wers,  do  you 
eeilthatihat  concept  is  a.  sound  concept?  , 

Mr.  MiTCHELjU  -WeD,  in  ccmsidering  this  testimony  today  we  have 
notfocHsed  oa  that  issue. -What  we  were  thinking  about  in  preparing 
this  testimony  w^as  simply  whetner-this  device  M^ould  interfere  wnth 
^the  proper  administration  of  monetary  policy.  Our  conclusion  is  that 
it  would  not.  There  are  precedent  for  it.  We  liave  been  living' with, 
other  arrangements  of  a  similar  nature,  and  we  can  also  live  witli  this 
one.  I  woiUd  have  ter  say  on  your  last  question,  I  just  haven^t  con- 
sidered it.  I  think  the  other  thing  that  I  coujd  say  that  we  have  con- 
sSdered,  aijd  Imve  a  settl^d  view  on,  is  that  there*  is  a  need  for  some 
improvement  in  the  financing  arrangements  for  rural  areas,  for  com- 
munity development,  and 'for  business  and  for  farmers  in  those  areas. 
On  that  I  think  w  e  have  a  kind  of  settled  posi^on.  And  we  have  beea ' 
Mvorking  on  i'mproving' our  owti  arrangements  and  suggesfting  other 
arrangements  for  scfving  that  problem. 

'  Senator"Aii,EK.  This, concept,  then,  might  be  one  of  the  answers 
to  polving  that  prdblem  ?  \  *  ' 

-  Mr.  MiTCHEix'.  Yes,  it  might  very  well  be.  *  . 

Senator  ArxEX.  You  state^^th^,  that  if  this  bank  is  ^et  up,  and  the 
6ank  "goes  into  the  xjational  money  market  for  funds  by  4he  sale  of 
its  crmit  instruments,  that  that  would  be  no  handicap  to  the  F^eral 
Reserve  System  in  controlling  the  monetary  system  of  our  country  ? 
Mr.  MiTCHELii.  That  is  my  j'udgment,  yes  sir. 

Senator  kijUK^.  I  believe  I  wfll  rest  with  that  answer,  Mr.  Mitchell. 
Mr..MiTCHEix.  Well,  thank  you  very  much,  sir.^I  enjoyed  being 
here  tbday.  * 

'  "  Mr.  McHale,  please  ?    '  * 
'  -Mr.  JMEcIfele  is  secretary  of  agriculture  pf  the  Oonuhonwealth  of 
Pennsylvania. 

Mr^  McHale,  we  appreciate  your  coming  before  the  committee  to 
giye  us  the  benefit  of  your  views  with  regard  to  S.  2223.  And  we  look 
forward 'with  great  interim  to  your  testimony. 

And  you  may  prd^eed,  if  you  will,  please. 
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STATEMENT  OF  JAMES  A.  McHALE,  SECRETARY,  PEpfSYLVANIA 
DEPARTMENT  0^  AGRICXJLTTIRE,  HARRISfiTJRG,  PA, 

Mr.'MoHALE.  Thank  voii,  Senator.  .  * 

•  ^  i  b^ave  presented  our* written  testimony.  And  I  think  rather  than 
go  ttirou^n  all  of  it  I  will  fri vo  it  off  the  cuff  briefly.  ' 

'  Senator  Ai^lbk.  All  right,  sir.' And  then  if  you  wish  the  entire  state- 
imVnt  >vill  be  inserted  in  the  record  as  though  given  orally  at  this  time.  ^ 

Mr.  Mg-HaiiE.  I  am  Janws  A.  McIIale,  secretary  of  agriculture  of  the 
Commonwealth  of  Pennsylvania.  heartily  endorse  and  urge  favor- 
aWe  action  ^n  S.  '2223,  the  ^arm  and  JRui*al  Peveloi^mgnt  Act.  And  I 
am  speaking  both  frtr  Governor  Sh.app  and  myself.  j^^- 

And  in  the  back  of  the  tes^timonv  we  have  printed  the  pamphlets 
"Farmers  of  Kural  America,"  and  ^'The  Groals  of  thevDepartmont  of 
Agri<^ulture."  !>  Q  ■  ^ 

^    Senator  AixKN.  We  shall  see  that  thatas<put  in  the  record,  .  .  ' 

,    Mr.  McHai^e.  It  is  printed  in  the  back.  / 

Mr.  Chairman,  on  behalf  of  Governor  Shapp  and  myself  I  thank  you 
for  the  groat  interest  you  personally  have  alwavs  taken  in  niral 
America  and  in  farmers,  small  town  businessmen,  ol<ler  Americans,  and 
all  people  living  in  the  disadvantaged  areas.  And  we  feel  it  will  give 
us  the  real  power  we  need  to  revitalize  afid  recapitalise  rural  Americi^. 

We  are  quite  concerned  in  Pennsylvania.  The  last  census  showed 
that  we  had  an  out  migration  from  the  State  of  400,000  people. 

Senator  Allen.  Thatwas  in  what  period  ? 

Mt.  McHat^k.  The  last  10  years,  1960  to  1970. 

Most  of  the  out  migratidfn  was  from  the  rural  areas,  about  857,000. 
And  the  real  alarming  part  of  it  was  that  we  were  losing  the  youth  be- 
tween the  ages  of  16  and  44.  We  have  counties  that  run  as  high  as  30 
^percent  (in  most  rural  counties  it  is  20  to  30  percent)  of  the  population 
who  are  ovf^r  60  years  old.  They  are  the  people  who  are  left. 

Pennsylvania, is  being  depopulated.  In  rural  Pennsylvania,  what  has 
happened  is  that  the  people  have  moved  into  the  cities.  When  they  got 
enough  money  in  the  cities  to  move  oxTt,  they  went  to  other  States,  they 
^idn't  stay  in  Pennsylvania.  Those  trends  aren't  good  for  Pennsylva«^ 
or  rural  America  either.  *     ^  * 

We  •feel  verj^  strongly  that  today's  niral  problems  are  tomorrow;'s 
urban  problenis.  This  didn't  happen  just  in  the  last  few  years.  Tlie 
trend  of  decay  and  negligence  has  been  going  on  for  a  long  time. 

Tlie  Federal  farni  f^rograms  since  the  thirties  have  helped  in  the 
larger  agricultural  States,  but  we  don't  think  they  l)ave  done  the  jol) 
in  Pennsylvania  for  our  kind  of  farming.  So  far  as  I  am  concerned,, 
it  is  likt;;^ putting  a  I^iind-Aid  on  a  large  wound.  We  think  we  must 
have  long-tenn  planning  instesul  of  just  action  on  a  crisis  l)asis  from 
tiuj^  to  time.  We  tried  in  the  fifties  at  the  State  level  to  do  something 
aftout  fhe  problems.  Hut  the  planners  at  that*  time  seemed  to  Avork  in 
the  urban  areas  and  really  didn't  get  into  the  rural  problems.  Ttural 
America  has  sent  billions  of  dollars  worth  of  young  |*ieople  to  the  dty. 
The  way  the  tax  setups^are  made,  it  has  just  drained  us»  so  that  there 
is. nothing  much  left  in  the  niral  areas. 
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Vm  have  rereiN-^d  less  for  manffgeiu^Mit  tJi^in  aiiyoae  else. -We  re- 
t»eivm  J?50lbillion  less  for  what  we  sold, /than  we  paid  out  for  produc- 
tion supply  costs,  r^t,  qredit,  interest,  and  taxes.  .  / ' 

J  gwess  the  increase -in  h^^^d  prices  is  the  only  thii)^  that  has  really 
icept^ie  fanner  on  the  land.  ,  , 

*  Ue  iieed  a  large  n'e\v_  in^'e^tment  in  miral  America.  We  think  we 
need.$i()0  billion  in^the  next  5  yeai's  to  create  jobs^and  income.  We 
don't  tmnk  this  i»  spending  money,  we  think  it  is  an  investment  in  the 
future.  \Ve  don't  think  the  basic  prqbleni  is  money,  we  thmk  it  is  atti- 
tude.^We  think*  that  as  long  as  we  (jan  spend  billions  of  dollars  doing 

'c^eei-tain  tliina^,  lik^j^iiig  to  the  inoon,  and  fighting  the  war;  then  we 
Van  spend  iv. Tittle  bit  of  luoneyjo  helirrevitalize  and  recapitalize  rural 
Americj^i  .  -  ^ 
'  We  know  that  your  interests  are  tlie  same  as  ouiu  We  think  the 
enactment  of  this  bill  will  go  a  long  way  toward  rooting  <tut  the^ 
poverty  in  the  liiral  areas.     ;     ^  ' 

We  need  imi)rovement's  in  housing  and  health  delivery,  education 
for  young  people,  water  and  sewer.  And  we  need  some  kind  of  a  higli- 
speed  transpaitation  setup  so  we  can  move  the  people  and  the  products. 

We  held  scmie  poverty  hearings  in  Pennsylvania.  I  x)f  course  have 
traveled  roadA  for  yeai-s  and  knmv  the  problems.  Rut  we  decided  to 
work  with  soniV  other  agencies  and  1^/1  some  other  hearings.  We  held 
theiii  throughout  Pennsylvania.  And  vae  got  evidence  thaVeven  I  didn't 
know,  rt^i  mu!ch\as  I  had  ^traveled  in  the  rural  areas.  We  had  people 
come  in,  and  they  talked  about  the  sewage  systems. 

And  the  sewage  system  the  lady  was  talkijig  about  was  an  open 
ditch,  with  raw  sewage  running  in  it.  And  she  said  it  was  i)lugged. 
And  when  we  questioned  her  on  how  the  smell  was,  she  said,  on  some 
hot  days  it  got  pretty  bad.  And  they  ^ave  a  slum  landlord  over  there. 
He  owned  a  small  town.  And  he  was  charging  rent  from  $35  to  $75 
u  month.  And  he  owned  the  water  system.  And  he  changed  $7.50  a 
month  for  the  water.  And  they  brought  in  samples  of  the  water,  and 
the  water  was  brown  instead  of  the  color  of  this  watef-  And  they 
brought  in  the  filter,  the  one  lady  said  had  'been  on  for  3  days.  And 
she  said  that  filter  really  didn't^ tell  the  story.  You  really  could  hardly 
stand  the  smell  of  it.  But  beyond  that  she  said  they  had  taken  out  the 
tadpoles  and  the  gree^  stuft,  and  one  thi^g  and  another. 

There  are  some  real  Problems  out  there  that  I  think  we  have  to  get 
national  help  on.  I  thii%  the  farmers  will  have  to  get  more  credit.  We 
have  to  have  money  available  at  the  same  rates  as  Lockheed  aij^d  the 
Pennsylvania  Railroad  and  these  other  businesses.  We  ha^  e  got  to  have 
some  bargaining  power  on  credit. 

The  Federal  Government  needs  to  put  financial  muscle  behind  the 
stfljtement  of  national  policy  of  giving  highest  priorities  to  the  rural 
development  component  of  balanced  rural-urban  growth  that  was 
adopted  last  year  m  title  IX  of  the  Agricultural  Act  of  1970.  We  pass 
bills  and  enact  laws,  but  we  just  never  follow  up  with  money  where 
our  mouth  is. 

•  We  need  S..  2223  enacted.  And  it  certainly  will  give  us  some  break- 
through. I  think  the  entrenched,  vested  interests  liave  really  been 
caHingthe  shots  instead  6{  the  people. 
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Next  to  the  people  in  Pennsylvania  we  Inive  tlie  huui.  AVe  have  the 
most  beantifiil  land  in  the  eonntiy,  1  think-  It  is  a  better  i)]aee  for 
people  to  live.  Beyond  that,  it  is  something  tliat  really  has  been  ulniost 
untapped. 

I  likOfthe  fact  Ihat  your  S.  is  structured  around  the  snnill 

cpuntiy  banks.  You  need  niriH  participation,  aiftl  you  need  to  involve 
rural  people. 

l  agrce  with  your^^fli|of  makin<i^  tlje  banks  active  agents  in  revital- 
ization  oiJjcMral  AmeBRThe  provision  of  the  bill  recpiiriuf?  that  board 
members  of  the  ruraHcvelopment  credit  biuiks,  the  repojial  banks, 
and  the  Federal  (jievelopment  cmlit  banks  be  residents  of  rural  areas. 


I  think,  we  could  locate  the  bead([uartei*s  in  rural  areas,  that  it 
would  be  a  help. 

Rural  America  has  been  neglected  so  long  tliat  we  have  to  have  a 
real  imaginative,  hard-hitting  campaign  to  get  anything  done;  AVe 
just  cant  do  it  by  talking  about  it. 

The  needs  are  great,  I  realize  thi.s.  We  ai*e  only  one  out  of  5^  States. 
But  (xovemor  Shapp  and  I  rj»commend  that  the  U.S.  fjovernment  sub- 
scription of,  capital  in  tlie  ruraj  develoimient  credit  syst<*ni  be  in^ 
creased  from  the  $2  billion  provided  in  the  bill  to  a  discretionary  $1(1 
l)illion  to  be  askecl  if  demanc\s  for  loans  requires  it. 

The  authorization  for  annual  subscription  of  capital  stock  should 
be  increased  from  $i^0?)  million  to  $f1  billion.  It  is  going  to  take  big 
money,  and  it  is  going  to  take  action  if  we  are  going  to  save  a  lot  of 
tliese  rural  areas. 

Xo  rural  development  effort  can  succeed  if  we  do  not  have  adecpuite 
income  for  farm  families  and  adequate  soii^es  of  credit. 

Wlnit  we  are  really  talking  about  is  this :  We  need  a  full-time  Assist- 
ant Secretary  of  Agricluture  fffr  the  niray development  credit  sys- 
tem. I  think  we  nee(l.  to  establish  a  fuU^iJnft/ Presidentially  ap^^)o'feted 
and  ?>enate-confirmed  Administratorf^of  the  Rural  Dev(»lo])ment 
Administration.  \^ 

We  can't  do  it  alone,  we  need  a  lot  of  effo^put  into  this.  ^ 

To  sum' it  up,  we  strongly  endorse  S.  222^.  We  will  work  with  you  in 
any  way  possible.  f 

(The  prepared  statement  of  Mr.  McHale  follows :) 

"Mr.  Chairman  and  members  of  the  committee :  I  am  James  A.  MoHale,  Becre- 
•  fary  of  Agriculture  of  the  Comon wealth  of  Pennsylvania.  When  t  heartily  endorse 
and  ursrej^avorable  action  on  S.  2223.  the  Far  and  Rural  Development  Act.  I  am 
speaking  both  for  Governor  Shapp  and  for  myself. 

Mr.  Chairman,  In  behalf  of  Governor  Shapp  and  myself.  I  thank  you  for  t\w 
great  Interest  you  personally  have  always  taken  In  rural  America  and  In  farmers, 
small  town  businessmen,  older  Americans  and  all  people  living  In  the  dis- 
advantaged rural  areas. 

You  have  a  long  and  distinguished  record  for  serving  all  Americans,  but  I 
thank  you  especially  for  the  many  important  contributions  you.  have  made  to 
farmersandallof  us  in  rural  America.  ' 

To  paraphrase  Mrs*  Roosevelt's  famous  remark:  "You  are  lighting  the  candle 
you  are  not  cursitig  the  darkness." 

Enactment  of  this  legislation  would  do  more  than  anything  else  now  on  the 
horizon  to  recapitalize  and  revitalize  rural  Pennsylvania  and  the  countryside 
of  the  entire  United  States. 

Mr.  Chairman,  I  suppose  that  you  were  as  startled  as  I  was  to  learn,  when 
you  had  the  Director  of  the  Bureau  of  the  Census  l)efore  your  subcommittee. 
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that  IVimHylvaiiiu  had  b<'twoeii  \um  nm]  197(>  tht*  IniKcst  ^ross  (lUtmlKialioii 
of  population  of  any  Stute  In  the  Union. 

if  It  had  not  been  for  a  heavy  Inmlgratlon  of  very  low  Incopie  disadvantaged 
people  from  the  rural  South  Into  our  largest  PenuHylvanIa  elfies,  the  entire 
State  would  have  shown  a  very  heavy  net  Iohh  in  po[>ulatlon  resulting  from 
out  mi  nation  of  unemployed  und  greatly  underemploye<l  i>eople  from  the  rural 
areas  of  our  State  to  really  far-away  cltlen  Ui  the  West  and  Southwest. 

More  m*ent  statlsth^  Indicate'  that  the  largest  streanm  of  migration  In  the 
Nation  are  from  rural  areas  In  Pennsylvania  to  metropolitan  areas  In  the  States 
of  Arizona,  Oallfomia,  and  Nevada, 

The  nub  of  this  Is :  When  migrants  move  to  Pennsylvania,  ^they  come  from 
rural  areas  outside' of  Pennsylvania  and  move  to  our  lowest  ln('omQ<>^large  dty 
ueigldH)Fhoo<lH.  When  people  move  out  of  Penusylvania  they  are  U^ivint;  our 
rural  areas  for  far  distant  ciUes  outside  the  State. 

Simultaneously  within  our  State,  many  of  thoKe  who  could  aiford  to  have 
been  moving  from  low-income  city  area»  to  the  suburbs  of  tho^;e  same  cities, 
have  not  stopped  to  establish  residence  in  a  Pennsylvania  suburb  but  have  moveci 
out  of  the  State  along  with  the  large  numbers  of  rural  outmlgrants. 

The  result  has  been  that  Pennsylvania  is  rapidly  becoming  a  State  of  depopu* 
lated  rural  areas,  slowly  growing  tmburbs,  and  an  Increasing  jHiimlatlon  (»f  very 
low-income,  pborly-educa^  people  In  our  overcrowded  inner  cities. 

I  submit,  Mr.  Chairman,  that  these  trends  are  not  good  for  Pennsylvania  and 
not  g(wwl  for  iheL'ni  ted  States. 

I  am  not  o^verty  familiar  with  the  rural  problems  In  other  States,  but  in  Penn- 
sylvania, the  adverse  trends  in  our  rural  areas  have  stemmed  directly  from 
de<*a(les  of  neglect,  disregard,  and  discrimination  against  farmers  and  small 
tx)Mmfi  and  cities,  and  their  i)eople  and  Institutions. 

The  Federal  farm  programs  since  the  early  "TliirtIeK  have  l)een  tailored 
mainly  to  help  solve  problems  in  the  big  agricultural  States.  I  am  not  raying  that 
the  Fefleral  farm  [urograms  have  not  helped  In  Pennsylvania,  because,  rural 
Pennsylvania  would  have  been  even  worse  off  if  we  had  not  had  the  important 
income  parity  and  priee  support  progrnnis  of  'milk  and  <»tlier  coniinodltles.  Hut 
what  I  am  saying  is  that  Pennsylvania  reached  this  rural  crlsls^stage  much 
earlier  than  did  most  other  States,  atid  the  Federal  farm  programs,  designed 
for  the  typical  or  average  condition  throughout  the  country  just  were  not  strong 
enough  medichie  to  meet  the  problems  of  our  Pennsylvania  farmers. 

Sinniltaneottsly.  we  were  faced  with  and  endured  a  long  decline  In  our  ndning 
acthities  that  left  hundreds  of  Ihou^ands  stranded  In  our  small  towns  and' 
viirages  without  even  subsistence  farming  to  tide  them  over. 

In  the  1950*8,  a  progressive  State  government  m<»ved  to  do  something  ahout  the 
high  chronic  level  of^unemployment  In  Pennsylvania.  This  was  well-lnt<Mrtlone<l ; 
and  it  w'as  effective  in  our  larger  middle-sized  cities.  Hut  tho.sc  who  designed  our 
State's  industrial  development  and  re-employment  programs  proceeded  with 
high  moral  but  uninformed  zeal  as  far  as  ritrnl  areas  were  concerned.  Ap- 
parently, the  theory  was  lioth  that  rural  areas  were  mainly  made  up  of  labor 
exploiting  farmers  and  that  industry  would  nof  i>rosrK>r  In  rural  areas  any- 
way. In  any  event,  the  re-employment  and  industrial  development  programs  were 
draigned  for  and  limited  to  the  cities.  And  these  programs  remain  so-  limittHl  to 
this  day.  People  of  rural  areas  can  beneflt  from  leaving  the  homt^  of  their 
forebearers.        f        .  ^  ^  * 

Rural  Pennsylvania  with  the  rest  of  Rural  America  has  sent  $10()  billion 
worth  of  young  people  to  the  cities  In  each  of  the  last  two  generations.  The 
independent  farmers  have  sold  our  production  for  about  billion  le.ss  than 
we  have  paid  out  for  production  costs,  rent,  credit  Interest,  and  taxes.  The 
migration  out  of  agriculture  in  T.S.A.  has  been  about  25  million  people  In  the  last 
25  to  30  years.  The  rural  problems  of  the  last  25  years  are  today's  urban  problems. 

We  have  received  less  return  on  our  capital  Investment  than  any  large  In- 
dustry, We  have  received  less  for  our  Management  than 'members  of  any  well- 
organized  Labor  T'nion.  I  hasten  to  point  otit  that  I  am  a  sui>porter  and  a 
friend  ot Organized  Labor.  '  f 

Our  wives  and  children  have  almost  always  received  much  ies#  than  the  legal 
minimum  hourly  wage.  I 

Mr. 'Ohairman,  I  liope  that  you  and  the  committee  are  planning  to. do  some* 
thing  which  will  really  help  to  recapitalize  and  revitalize  Rural  America.  We 
need  an  investment  of  new  money  In  Rupl  America  In  the  order  of  $100  billion 
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111  the  next  five  yeurH.  1  want  to  eriiplmsize  that  this  wlH  !)e  an  luvestmeut  AVliich 
will  create  John — Income  and  nt*«*  wealth  worth  Kevernt  Inuulied  bllllou  for  the 
future 

We  iiee<l  to  n  citalize  ervrythlnff  In  Rural  America. 

IMcnow  that  us  members  of  the  Senate  Agriculture  ('(Jiiinilttee,  you  are  all 
Interested  In  bringing  the  Incoifle  of  farm  and  all  rural  peo|)le  np  to  a  parity  of 
income  and  living  standards  with  Industry,  labor,  and  the  urban  professions. 

1  know  that  you  must  be  Interested  In  wiping  0!it  |K)verty  In  Uurol  America.  1 
know  that  you  are  Interested  In  bringing  up  to  decent  living  standards  the 
more  than  fiO  |>er  cent  Of  America's  snb-sUindard  houses  which  are  to  be  found 
ia^uirdi  America. 


We  need  a  new  health  delivery  system  in  Kural  America. 
W^  nee<l  a  new  delivery  system  for  education  in  Ruriil  America. 
We  need  new  water  and  sewage  systems  for  Rural  Americans. 
We  must  have  more  bargaining  |)Ower  for  Independent  fanners. 
We  need  a  high-speed,  low-eost  mass  transportation  system  tor  hnmans. 
production  goods,  farm  product^i.  Ilvest(x  k  and  ixmltry. 

In  short,  we  need  Investment,  we  need  public  and  private  credit.  We  neeil 
a  dual  yardstick  crwllt  system  that  will  give  us  equal  bargaining  power  in  the 
money  rnnrket  for  investment  and  ci-edit  money  at  the  same  prime  interest 
rates  and  investment  teams  as  big  business  gets.  We  deserve  It  mV>re  than  tlie 
IVnnsylvanin  Railroad,  the  l/ockheed  Corporation,  and  the  I)ef(?tiHe  Coiitrnct 
creiilt  extende<l  to  America's  Industries. 

I  am  no\  at  all  sure  that  i'ennsylvania  can         Itself  o!it  of  thew*  adverse 
'circumstances  on  Its  own  steam  even  with  the  help  of  even  larger  Federal  i;even!ie 
sharing  grants  that  have  so  far  t>eeu  proposed. 

WV  ne«'d  the  Federal  government  to  really  put  financial  muscle  behind  the 
statement  of  national  policy  of  giving  highest  priority  to  the  rural  development 
component  of  balanced  riiralMirban  growth  that  was  adopted  last  year  In  Title  IX 
of  the  Agricultural  Act  of  1970. 

S.  222:^.  M-r.*('hainnan,  will,  wc  think,  in  Pennsylvania,  give  us  the  progressive 
impact  that  we  need  to  break  through  the  entrenched  vested  Interests  that  are 
blockhig  progress  jn  rural  Pennsylvania.  We  re<«ommend  and  urge  yo!ir  early 
approval  and  enaqtment  of  S.  221*3. 

We  suggest  that  the  langiiage  of  the  bill  or  ofnhe  Committee  reimrt  make  It 
cleft^^at  mushroom  growers  and  outdoor  rccivationnl  oi»erators,  the  largest 
rural  ihdustrfces  in  our  State,  are  eligible  for  both  Title  I  and  II.  Likewise,  I  hope 
tliat  the  bill  be  amended  to* Insure  that  the  Indians  of  northern  Pennsylvania 
and  elsewhere  In  the  ^tate  will  not  be  relegated  wholly  to  the  Bureau  of  Indian 
AtTalrs. 

While  your  Committee  may  wish  to  tighten  up  and  make  more  si>eciflc  some 
*of  the  broad  vague  lauf^tiage  (Concerning  rural  development  piirposes  that  S.  222:^ 
picked  up  and  carried  over  from  the  President's  rural  community  development 
proiMwai.  I  hope  that  in  rewriting  these  purpo.ses  you  will  not  90  restrict  the 
potential  N»nertts  of  the  program  that  it  will  not  be  as  fully  usefid  as  tt  might  I»e. 

We  In  the  present  State  AduHnlsTiatlon  do  not  have  any  quarrel  with  the 
President's  rural  development  purposes  and  goals.  And  we  feel  sure  that  our 
Senators,  even  though  they  have  not  co-six>nsored  S.  2223,  are  In  support  of  these 
goals,  and  pfobably  will  not  op|K)se  the  riiral  development  credit  bill.  I  am  not 
speaking  for  them.  under.«;tand  :  I  am  merely  stating  the  aspirations  I  have  dis- 
covered In  countless  dlsciisslrms  I  have  had  with  rural  residents  of  Pennsylvn^nla 
from  one  end  of  the  State  to  another  In  several  series  of  rural  development 
meetings  that  my  Department  has  sponsored. 

We  are  strongly  opposed  to  the  cynical  view  of  some  urban  oriented  economl8t;s 
who  say  that  Kural  America  should  be  given  enoiigh  subsidies  to  die  peacefully. 

We  hf>ld  that  next  to  the  wonderful  P<»ople  of  rural  Pennsylvania  the  greatest 
asset  «we  havein  Pennsylvania  Is  our  o\m\  hpace  In  our  beautiful  rural  country- 
side. >rore  tlian  50  per  cent  of  the  land  In  our  state  Is  in  forests  and  over  70 
l>er  (»ent  of  our  land  Is  outside  of  the  Standard  ^fetrofxdltan  Statistical  Areas. 

This  is  our  great  natural  resource  which  we  nnwt  save  from  being  exploited 
and  destroyed.  We  must  preserve  and  Improve  this  great  treasure  for  the  benetit 
of  fut!ire  generations. 

Hills  have  been  introduced  In^the  (^ommoaweaith  of  Pennsylvania  Legislature 
ta  proviile  for  rural  development  t^rongli  Public  Service  Kmployment. 

We  ar^  preparing  a  bill  for  introduction  in  the  legislature  which  will  author^ 
Ize  n  J?l  billion  Rural  Development  Administration  In  Pennsylvania.  It  will  b^ 
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drafted  lii  such  a  manner  that  It  (nii  provide  e<iuiry  capital  for  rural  recapitaliza- 
tion, new  developuientH  and  rural  small  cities  where  a  quality  of  iffe  ran  be 
built  for  those  who  live  In  rural  Pennsylvania  now  and  for  those  who  may  wish 
to  come  to  rural  Pennsylvania  when  jobs  and  Quality  Living  can  be  assured. 

Mr.  Chairman,  we  8upi>ort  the  provisions  of  8.  that  would  revitalize 

and  Ktreugtli^n  the  existing  private  structure  of  sum II  ((mntry  banks  and  financial 
IntJtitntions  that  exist  in  nirai  Pennsylvania.  If^  rural  development  is  to  be 
permanent  andWoadly  based,  It  mu^t.  among  other  (;oals,  Htrengthen  the  private 
credit  fitmcture  of  Cc>untryQlde,  U.S.A. 

We  applaud  your  making  counties,  boroughs,  and  miuiicipalities  active  agents 
in  the  recapitalization  of  rural  America. 

We  are  pleased,  also,  to  note  that  you'iiave  drafted  the  language  of  the  bill 
in  Kuch  a  wo^  that  recalcitrant  or  reacfiona^y  local  banks  and  local  govern- 
ments cannot  block  access  of  applicants  in  any  area  to  the  financial  resources 
of  the  institutions  provided  In  Titles  I  and  IJ.  We  urge  that  you  -retain  this 
provision  to  give  applicants  dire<  t  access  to  tiie  District  Rural  Development 
Credit  Agency  In  any*  instanw  when  local  goyemmentu  and  bank^  chose  not 
to  become  participants  or^cooperators  in  the  recapitalization  of  Rural  America. 

Although  oar  areavtide  niultl-coaiity  planning  and  development  <listrict3  in 
,  Pennsylvania  are  In  a  chaotic  condition  owing  to  past  errors  of  recent  State 
Administrations,  we  welcome  your  utilization  of  these  agencies  in  the  Rural 
Development  Oretlit  System  beeauae  we  think  that  your  initiative  in  this  mat- 
ter will  help  us  In  Pennsylvania  to  dear  up  and  straighten  out  our  confused  and 
chaotic  situation  in  this  regard. 

In  planning  to  abolish  the  State  Planning  Commie^slon  and  reshuffling  the 
planning iind  development  districts  set  up  in  the  Htate,  Governor  Shapp  does  not 
movo  from  a  basic  animosity  to  the  planning  process  or  from  opposition  to  the 
idea  of  the  broader  rural  community.  Rather,  iUs  purpose  is  to  wipe  the  slAte 
clean. of  the  encrustatious  of  years  of  spider-webbed  vested  interests  whose  ma- 
jor purpose  seemed  to  be  to  block  rather  than  to  promote  progress. 

The  key  role  given  In  8.  2223  to  areawlde  general  purpose  planning  and  devel- 
opment .districts  will  eiiable  Governor  Shapp  and  me  to  give  a  new  start  and 
.  a  new  focus  on  rural  development  in  the  State  of  Pennsylvania.  The  financial 
resources  provided  in  Title  I  and  Title  II  related  to  areawide  plans  and  the 
establishment  of  financial  Hubsldlarles  of  the  planning  and  development  dis- 
tricts established  by  the  Governor  will  assist  the  Governor  and  me  to  demand 
a  sill  ft  from  conversation  to  block  action,  to  action  to  i^omote  and  provide 
rural  development. 

The  Regional  Rural  Development  Credit  Banks  are  most  important  in  our 
evahmtion.  We  welcome  and  urge  that  you  t^tain  the  provision  for  direct  access 
to  the  Bank  by  individual  applicants  who  are  blocked  olT  from  rural  develop- 
ment by  recalcitrant  lc>cal  govermnents,  banks,  or  planning  and  development 
distri(*ts.  We  think  this  safeguard  Is  most  neceflsary. 

We  strongly  applaud  the  provisions  of  the  bill  thaj;  rifqulre  that  Regional  Bank 
Board  members  and  members  of  tfie  Federal  Rnnil  Development  Credit  Board 
be  legal  residents  of  the  rural  areas.  We  hope  you  will  retain  the  require- 
ments that  the  headquarters  of  the  Rt^glonal  Banks 'l?e  located  In  a  ruftir  area. 
When  permitted  to  do  so.  we  have  a,  list  of  suggested  locations  4n  rural  Penn- 
sylvania for  your  conslde«itlon. 

liHStly.  Mr.  (Airman,  let  me  say  that  ^vernor  Shapp  and  I  are  strongly  In 
support  of  the  simultaneous  co-jofnt  operation  of  the  provisions  of  Title  I  and 
those  of  Title  II. 

We  do  not  look  on  this  as  unnecessary  dupll(»atlon.  Rather  It  Is  absolutely 
essenttftl  l;isunince  that  the  Nation  will  move  fon>'ard  to  implement  the  niral 
development  component  of  section  901  (a)  of  the  Agricultural  Act  of  1970  which 
Is  a  kind  of  Magna  Oharta  for  Rural  America  of  the  same  high  stature  In  the 
hierarchy  of  national  polity  as  the  Employment  Act  of  11M6  and  Title  VI  of 
the  Civil  Rights:  Act. 

Rural  America  has  been  neglected  so  long  that  hard-hitting,  vigorous.  Im- 
aginative, and  lnnovi|tive  effort  is  required.  Not  all  of  the  proposals  for  develop- 
ment wlirbe  fitUy  sound  from  conservative  banking  standards;  some,  of  course, 
will.  S.  2223  provide  for  the  making  available  of  financial  resources  for  both. 

Title  II,  the  hard-nosed  l?anklng  provisions,  will  probably  meet  the  bulk  of  the 
needs  in  rural  Pennsylvania  when  ft  gets  underway,  but  It  can  never  meet  all  of 
the  needs  as  the  conttnued  operation  of  Formers  Home  Administration  attests 
in  the  fields  of  farm  credit  and  water  and  sewer  system  loans. 


EjIc    •    ^  595 


1 


590 

C<iiisl«t^ut  with  'thv  empiiasis  of  tlie  liiil  on  strenf?tliei»inic  local  tinaiioiul  in- 
stitutions, the  proviHions  prevent,  even  tii^  new  rural  develoiunent  lianliinK  kjs- 
t«w,  from  l^^^umln^;  u  (•r)nipetitive  stance  cith(»r  witli  pWvnte  bauliinij  or  with 
the  already  existing  Federal  ('redlt  prouramt*  in  Snuill  Business •AilminlMtrauon, 
Kconomic  Development  Adnilnlfltrutlon.  Appalacluuii  Devc.Iopnient  rounuission. 
and  tite  Department  of  liousliij?  and  Trbau  Development. 

We.strongly. holfl  to  the  conviction  that  Indepeiulem  farmers  and  Uural  Ameri- 
cans are  entltiefi  to  obtain  credit  at  the  siimc  Interest  rates  anil  terms  us  heavy 
industry.  processorH,  a  nil  ilefense  plants  rweive.  To  tlie  extent  that  private  hauk- 
ijJK  and  c^lstinj;  Ketlijral  ('rcHlit  programs  provi«le  credit  and  Investments  on 
wpuil  terms. ^we  do  not  ol)J(M-t  to  the  noiM^UH'titive  stance  mentioned  above. 

We  do  strongly  HU{rgest,h(m-ever»  that  the  new  rural  development  eretlit  systenj 
should  not  be  so  timid  in  avoidlnp  <*om|>etition  thnt  It  forgets  Its  basic  rural  ilevel- 
opment  ndtiHion,  u«  some  of  the  exlatin^  aKenciefl  appear  to  Imve  doi»e. 

We  HUp|M)rt  the  aim  of  Title  II  of  the  Hill  that  the  hard-credit  instlturlons  of 
the  rural  developihent  credit  Hvotem*  shall  ultimately  become  borrower  asid 
partldpijnt  owned  and  controlled.  We  tidnU  the  Huccf*ss  of  the  Karm  Credit  Sys- 
teui  provider  Justification  for  thiB. 

Hut. Just  as  in  the  cum*  of  Karm  Credit  Ailminjslratloii.  we  believe  thnt  the 
imr(UTC4lH  QtccncletJ  and  InstUutbnis  of  Title  II  will  il^  n  Natter  job  over  tho  years 
If  there  In  ample  provisitvn  for  n  crwjitor  i>f  last  rcKort  as  provlflinl  In  Title  I. 

Mr,  rhalnnan,  the  rural  develoi'inent  cretlit  ueedw  In  Pennsylvania  are  of  tjreat 
inmjrnihule.  Vet  rcnnsylvanlii  Is  imly  ()ne  of  the  .'iO  ntatea  and  by  no  mcan«  the 
largest  in  need  for  rural  cnMUj.  With  our  totaK needs  In  mind,  (xovernor  Shapp  and 
I  recoymiend  that  the  initial  T\jS.  (Jovennuent  subscription  of  c5ipital  in  tin- 
Rural  Development  <*riMlit  System  be  iiu-reased  frf>m  the  billion  provi<le<i 
in  the  bill  to  discretionary  billion  to  t)e  used  if  demand  for  loans  re- 
iiuires  it.  The  authorization  for  aiinival  subscription  of  capital  stock  should  be 
increased  from  $2()0  million  to  $3  billion. 

Mr,  ChnirmaT).  Pennsylvania  Is  ni  a  crisis ^of  rural  decline.  If  you  put  off  the 
fleshing  out  the  flnancial.muscle  of  ithese  new  rural  development  credit  programs 
too-  long.  Rural  I*ennsylvania  wllfi  already  have  giaie  dow.ft  the  drain  before 
.vour  new  rural  development  hanking  system  gets  into  operation.  The  canary 
'^dieilMiLii^Oiit <>f-tB'e  coal  mineiTtirfeenoaylvania.  The  canary  is  gasping  for  lif<' 
in  rtira I  Pennsylvania.  } 

W>  need  in  Pennsylvania  o.ur  sh arte  of  $l<k)  billion  of  rural  develormient  credit 
within  the  next  three  years.  We  urgp  that  you  e^and  both  Title  I  and  Title  II 
so  that  we  may  attain  tiiese  goals.      '         \  '  * 

My  Department  and  the  Govemm^t  of  the  Commonwealth  of  Pennsylvania 
are  dedicated  to  an  all-out  effort  to  reverse  the  flight  of  the  people  frgm  the  laud 
in  rural  areas  of  our  State.  ,         1  '  ,  , 

We  want  to  do  everything,  that  oatt  i>e  dine  to  build  prosi)erous.  attractive, 
permanent  rural  communities  throughout  our  State. 

.To  do  80  we  need  a  vast  program  of  recapitalization  to  provide  the  funds  nee<le<l 
to  build  modem  fully-adequate  community  facilities  and  public  works,  provide 
fast-resort  public  employment,  vastly  fmprore  the  access  and.qimllty  of  public 
and  ctinm unity  services,  and  vastly  expand  tne  private  business,  recreational,  and 
industrial  development  required  to  provide  a  rapid  Increase  In  good  paying 
jobs.  '  I 

In  this  regard,  Mr.  Chairman,  I  cannot  overemphasize  the  Importance  of  keep- 
ing Intact  and  expanding  the  provisions  In  ».  2223  foivf  ural  development  incen* 
tlve  payments  and  capital  grants.  j  '  . 

Our  rural  communities  in  Pennsylvania  have  been  In  a  decllnnig  condition  so 
long  that  they  simply  cannot  develop  a  feaspillty  cash  flow  situation  which  will 
fully  pay  off  a  loan  for  the  cost  of  the  needed 

Not  only  do  we  have  a  "Pollution  Control 

If  the  Federal  Government  and  the  State 
mental  quality  standards,  an  they  should, 
{/rants  pr&vided  in  Title  I  and  Title  II,  wi 

It  Is  that  serious.  Mr.  Chairman,  in  Pennsylvania  and  I  am  sure  In  all  the 
other  states  In  the  Urilon.-If  we  seriously  mean  to  implement  Section  901(a). 
the  Balanced  National  Growth  Policy,  we  simply  cannot  do  so  without  grants  to 
counties  and  municipalities  In  our  rural  arOas.  and  if  the  jobs  and  Increased  tax 
ba.se  required  to  maintain  an  expanding  economy  and  increased  Incomes  needed 
to  hold*  our  people  and  attract  others  are  tb  be  provided,  loans  must  be  backed 
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Up  wit:h  grants  in  tho  form  of  rural  location  inmitiie  i>aymoiits  to  hunineHK  and 
induKtry. 

I  am  not  suggo«tinfc  welfare  iiaymentg  or  paynionts  to  mar^rinal  hUMin(^H  oiUer- 
l>ri^H.  I  am  sthmKly  urKin^  ^rreater  provisionH  than  S.  2223  makes  for  direct. 
strai{;htforward  rural' development  location  incentive  jn'ants  or  payments  to 
solvent,  strong;  national  and  multi-national  corporations  to  induce  and  eiu>oiira{i:<' 
them  to  locate  their  expanNlonn  in  plant  capacity  in  less  populated  rather  than  - 
more  densely  populated  areas.  \ 

No  rural  development  effort  can  succeed  if  we  do  not  provide  parity  income 
for  family  farmers  with  an  adequate  source  of  credit.  Th(»i:pforc.  Mr.  Chalrmau. 
we  urfce  the  enactment  of  the  provisions  of  Title  I  that  establlwh : 

»  1.  A  full-time  Assistant  Secretary  of  Afjriculture  for  Rural  I>evelopinent 
Credit.  The  apafl  <f>f  attention  of  the  current  Assistant  Se<Tefary  for  Rural 
Development  and  Conservation  Is  m  wide  that  he  cannot  fjlve  the  full-time 
attenthm  It  deserves  to  the  credit  necd>r  of  Rural  .Vnferlca. 

2.  The  et^tablishuient  of  the  Farm  Development  Admlnlstnitlon  that  will 
have  a  full-time  rref4ldentially-appoitited  and  Henate-C(mflrnied  AdminlNtra- 
tor.  The  AdminiMtrators  of  Farmers  Home  Administration  have  all  l>een 
crrcat  in  insisting;  upon  ample  farm  credit.  But.  as'tht*  non-farm  functl(ms  of 
FHA  have  expanded,  lem  and  less  of  the  Administrators'  time  could  he 
^^Jevoted  to  the  credit  problems  of  fanners  who  cannot  qualify  for  conven- 
tional credit.  We  think  farmerg  deserve  a  full -time  Presidential-level  credit 
advocate. 

In  conclusion,  Mr  Chairman,  let  me  say  a^^in.  Governor  Shapp  and  I  strongly 
endorse  and  urge  your  favorable  action  on  S.  2223.  We  urge  your  thoughtful  coil- 
elderation  of  the  ouKjjeGtlons  for  Improvement  we  have  made. 

I^t'o  get  recapitalization  of  rural  America  underway.  We  can  perfect  the 
resulting  legislatirm  an  we  go  along  In  later  years. 

ThanU  you,  Mr.  Chairman,  for  allowing  uo  to  present  this  statement.  I  shall  be 
happy  to  respond  to  ^ny  qnesttpns  that  the  Subcommittee  members  may  have. 

(Tbe  exhibits  are  as  foljmvfit)  -  ^ 

Commonwealth  of  Pennsylvania/ 

•   Depabtment  of  Aocicuixums, 
James  A.  McHale,  Secretary  of  Affi^caiture.  * 

Exhibit  A — Policy  Statement  and  Goals 

The  policies  and  goals  of  the  Department  of  Agriculture  rdiit  uiwn  the  con- 
viction that  a  land  and  resources  policy  for  the  Commonwealth  of  Penn.sylvanla 
must  he  based  upon  a  prosperous  and  growing  rural  society. 

Prosperous  farm  families  owning  and/or  tilling  their  own  Jand  Is  the  bal- 
ancing force  laeeded  in  the  social,  economic,  and  /political  structure  vital  to  the 
stabiyty.  preservation,  and  Improvement  of  representative  democratic  govern- 
ment and  of  an  efficient  cohsumer-producer  system. 

nrRAL  POLICY 

We  believe  that  the  great  open  "Spaces  of  Pemisylvaiiia  are  the  heritage  of  all 
the  i)eople.of  Pennsylvania— urban  and  rural. 

In  the  final  analysis,  those  who  live  and  work  In  the  rural  areas  of  our  State 
are  trustees  and  husbandmen  entrusted  with  the  responsibility  of  conserving 
and  improving  the  last  Area t  resource  we  have,  other  than  our  people,  namely 
the  Unused  and  largely  unplanned  space  of  our  State. 

COMMON  PBOQBESS  ^ 

^  It  is  imperative  that  a  common  vset  of  goals  be  developed  between  urban  Penn- 
sylvania ns  and  those  who  live  and  work  In  rural  Penn.sylvanla.  The  problems 
of  each  Interrelated;  No  permanent  solution  can  be  reached  for  either  nrban 
or  ruraUpeople  except  by  their  complete  cooperation  with  eaoh  other. 

nOALS  TO  ACHIEVE  POU(*Y 

l/€reate  a  brid^  of  understanding  between  rural  and  urban  t)eople  In 
Pennsylvania.  ■.  :  • 
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2.  Ovate  a  bridge  of  understanding  and  cooperation  between  the  Federal,  the 
rounty,  and  Township  unit«  of  government,  and  the  State  of  I'enusylvania. 

3.  Improve  the  Ineonie  and  Mtaiidard  of  living  of  all  cltlzeiia  of  rural  Venn - 
Hjlvanhi.  ^ 

4.  Improve  the  quality  of  life  for  all  I'ennaylvaniuirH  by  preherving  and  im- 
proving  the  rural  areaa  for  all  the  people-  urban  and  rural. 

5.  Ke-i;H)pulate,4-e- vitalize.  re-<-apiUilize  rural  Pennsylvania. 

«.  AnslHt  i)eople  In  rural  Pennsylvania  to  have  a  more  effective  aud  vital  voice 
in  the  policy  making  proceagew  of  the  Commonwealth.- 

7.  Create  new  economic  and  nonprofit  tservice  irtHtltutlouH  in  rural  Pennsyl- 
vania through  community  and  re;;;lonal  actions  in  ( turiH  ration  with  8tatc  iihd 
national  governmental  and  private  agencies. 

K.  Kif^velopa  functlcmhiK  practical  program  of  service  work  for  rural  and  urban 
people  of  all  a^en, 

K^UIDIT  H  '  FAIIMKIIQ  and  Hi  HAL  ASJEIUCA 

It  IM  almoat  luipo:i:dble  U)  diKcusa  aRricultURil  ennjonilc  and  nociiil  Oinditionn 
without  dl^'UHt^Ing  the  total  cnvnomlc  and  wwial  conditions  of  ruriil  com  muni  tics 
in  n  Inrtjely  urtwin  America. 

l)e|)ret>-Hlon  In  rural  Anierica  since  U>r)2  has  helped  t<>  bring  lntoleral»le  condi- 
tlona  to  urban  iVmerlwi  and  U)  deepen  the  det^resHlon  in  the  cities.  The  troutilc  in 
Watt>i.  (Milcagi),  l>etroit,  Wajihlngton.  D.C,  and  other  clth^  was  to  a  large  degue 
brought  akH>ut  by  the  migration  of  poor,  untralniMl.  uneducate<l  rum  I  people  seek 
ing  Joba,  Ijetter  houj5lng,  better  ht^iltb  care,  better  Hlucatlon.  and  more  k^k  iai 
oppi)rt  unity. 

Agrlcultun'  and  farmerK^  ninil  nonfanti  ueighlmrs.  farming,  pnycesplng.  and 
marketing  to  farm  products  muHt  be  considered  as  an  Integrated  and  Important 
element  of  ^rural  Amertei. 

Rural  America  has  been  de-capitalizcd  by  pumping  more  than  $100  billion  of 
it«  invetJtment  In  Ita  young  people  out  of  rural  America  each  generation. 

It  ha«  de-capltallzed  to  the  extent  of  approximately  $150  billion  more  l»y  pur- 
('ha^ing  more  goods  and  b-ervlces  from  outside  rural  America  than  It  has  recvivcd 
in  income  and  under  President  Nixon  it  fell  below  Its  1983  level. 

Moreover,  the  Income  of  nonfarm  rural  reBldentn  lias  not  I  wen  on  a  parity  with 
urktan  America. 

The  fact  Ih  that  more  than  50  percent  of  tlie  poverty  is  In  rural  America  while 
lcKJ4  than  ;i5  percent  of  the  population  llv€5j  outside  of  the  metn)|K)lltan  areas. 

There  are  more  occupied  living  (housing)  units  unfit  for  human  occupancy 
{i)y  number)  In  niral  America  than  In  urban  Americii. 

Rl  RAL  AME311CA  HA8  BEEN  DE-VITALIZED— 1t  Ha8  BeeN  DBUIlJTATEn 

iRt  be<^use  It  has  been  de^pltallzed  of  Its  young  vigoixnis  people. 
2<I.  by  loss  of  dollar  Income  owing  to  weak  bargaining  iwwer. 
Hd.  by  totally  Inadequate  health  services. 

4th,  by  totally  Inadequate  school  buildings  ami  evt*n  lower  e<lucational  quality. 

.%th,  by  completely  inadequate  occupational  opportunities  Including  farming. 

Die  heavjf  capitalization  6f  the  larger  than  family  farms  has  not  substantially 
benefited  moKt  of  the  people  In  the  rural  community.  Including  the  hulk  of  farm 
famlllea 

Rl  RAl.  AMEaiCA  llA8  BEEN  DE-POPI  LATED 

Because  of  poverty  inctmies  and  lack  of  opportunity  to  live  in  a  quality  life  and 
from  the  sheer  lack  of  jobs  and  pronllsing  economic  opiiortuiilties,  the  youug 
I^eople.  year  after  year,  have  left  In  se|[rch  of  better  opiiortunlty  elsewhere. 

WHAT  ASSETS  DOES  BUBAL  AMERICA  HAVE?  ;;>> 

1.  p/ople  who  have  withstood  great  trials  and  troubles, 

2.  Xcxt  to  people,  rural  America  has  space — for  more  people^  more  industi-y, 
mon^ quality  of  living  opportunity.  People  need  space  to  live  just  as  animals  do. 

WHAT  MUST  BE  DONE  ' 

1.  Increase  the  income  of  all  rural  people,  to  a  full  equality  living  standard. 
The  Incomes  of  farmers,  the  old.  the  migratory  workers,  the  lower  Income  work- 
ers, small  business  men  and  low  Income  professional  people  must  be  Increased. 
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2.  A  tilgh-a>e<Ml,  low  cojit,  luafc:^  tran«i«)rtatlon  s.VHtein  for  pwiple.  inirttrularly 
the  i>oor  and  the  aging,  <iear  acHKCJ  rural  Auierlea. 
a.  Improved  developmental  highwriya  and  accetiS  roa<ls. 

4.  A  public  service  ''lar^t  resoFt"  employment  proftram  uiUt;tM>e  put  lnt<r  vHWi 
at  good  otandard  <rf  living  wage  levela  Hucli  a  protrnim  of  publlr  M**rvi<-e  ♦*iiJi>lo.v- 
ment  can  he  ukihI  ti)  help  *>"l^<'  oiK^ratc  «ohoolH.  hfwpitiilH,  nurslnu  hommS  hll- 
dren't)  day  cwjten^.  enhance  ^uitnrul  heaiity.  (onnene  natural  renounTH.  abd 
any  other  economic  and  wwlal  Infra-otnjrtun*  newled  to  luiild  4<M)  tww  ^i^le^t  In 
rural  America. 

5.  A  guaruntml  anumiljucmne  to  a!)  farmers  e<iual  to  a  modern  fully  mirquatc 
^^ndard  of  living  income  in  ^-onjunction  witll  a  family  a^::dHtance  i)n)«nini  i'lie 
floor  nliiMild  Irt*  the  ceiling  on  Federal  payments  to  imilvlduid  farm  faiaili««M..The 
Federal  Government  should  dircquallfy  any  farm  family  which  grown  Uiore  farm 
commotlitl«»o  than  he  In  allotted.  Trlcv  HUpportM  could  then  !«»  eliminated  or  ernab- 
li«hed  Qt  comiH'tilive  world  level.  Voixl  c?>uld  thru  Iw*  h^>ld  at  fr«M»  uuirket  prUvH. 

Farmen4  would  have  the  reaptmHlbllity  of  taking  luU^ipmte  <are'of  the  hoII, 
water,  and  other  n»Nourc<»H  whicli  tliey  are  uwiug  an  a  condltlofi  of  eliiilMUty. 

0.  A  guarantetHi  annual  Income  to  n»place  imidei|uate  welfarf*  syMteum  eijual 
to  an  adequate  Htandard  of  living  whould  he  provided  tird  to  ralnc  ail  Anu'ricann 
now  In  poverty  to  an  adwjuate  standard  of  living. 

7.  A  nationwide' rural  and  urban  land  uwe  policy  and  laud  um;  taxation  nhould 
be  put  Into  effect. 

ThlH  policy  nhould  dlt^courage  overKrrowding  people  on  t<K)  little  land.  It 
HhouM  encourage  a  wulwtnntlal  re-diatrlbutlon  of  population.  It  nhould  i>lace  a 
prenduui  on  UDlng  farm  land  In  family  type  and  olze  farms.  Such  a  policy  ohould 
place  a  great  emphawlo  on  obtaining  pure  water,  clean  air,  and  general  ecological 
condltlomj  conducive  to  tl»e  Improvemfient  of  the  (junllty  of  life  and  the  general 
upgradlpg  of  human  yaluea.  This  means  that  emphasis  must  be  placed  <m  the 
Improvement  of  the  conditlona  for  hunmn  growth,  Improvement,  and  develop- 
ment. ^  , 

T<)  make  a  population  re-dlKtrlbutlon  policy  workable  in  a  democracy,  and  td 
make  It  tolerable  anywhere,  a  population  re-distrihutlou  imlicy  and  program 
muot  be  precedie<l  by  and  accompanied  by  a  firm  vigorous  determined  policy  nnd;^ 
program  to  geographically  re-dlstrlbute  job«— economic  opportunity— beea use 
people  cannot  and  should  not  be  ask^  to  live  where  tliey  cannot  make  a  gbod^ 
living.  An  adequate  population  re-dlstributlon  policy  a l«o  requires  an  aggressive 
program  for  rural  parity  of  community  Rcrvices  and  facilities,  of  planning  arid 
development  aids,  and  of  recreational  and  cultural  opportunities. 

To  provide  additional  jobs  and  economic  opportunities  In  the  rural  America 
really  hollsjdown  to  four  things : 
Parity  family  farm*  Income. 
Rural  industrialization. 

Location  of  Federal  and  State  Governmental  installatlon-s  and  procure- 
ment contracts  In  less  densely  populated  areas. 

Expansion  of  ^ourlsm  and  vacation^and  retirement  living  In  rural  areas 
through  enhancement  of  rural  cultural,  scenic,  recreational  and  living 
amenities.  •  ^        .  .  ^ 

Except  for  Improving  family  farm  Income,'  i&xpanslon  of  business  activity  and 
jobs  in  rural  areas  Is  uniquely  dependent  upon — 

A  national  full  employment  policy  without  nmaway  inflation. 

Deliberate  hard  pressure  by  Governors,  the  President,  Congress,  and  legis- 
latures to  require  that  Installations  be  located  In  rural  areas,  and  that  Gov- 
ernment procurement  contracts  be  left  to  the  firms  that^will  fill  the  orders 
by  production  in  rural  plants. 

Deliberate  Federal  and  State  policy  to  pro^de  the  loan  and  grant  money 
required  to  bring  rural  community  services  and  facilities  up  to  at  least  a 
suburban  quality  standard  and  even  those,  of  course,  could  and  should  be 
improved  in  most  cases. 


The  problems  o^'hiral  America  do  not  nece.ssarily  require  more  Federal  or 
State  employees.  Providing  technical  assistance  and  education  is  Important. 

WTiai  rural  America  needs  is  more  money  to  make  the  investments  required  to 
overcome  the  artificial  handicaps  that  have  been  imposed  ^tpon  the  rural  areas 
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for  two  <-(*iitiirieM  isi  K\\\\\\i\\\^  tluit  tnlKratloti  to  oltit'H  is  HynonytnouK  witli  pro- 
/xri*SH. 

It  wiil  rt^iiiin'  WW  infiiNion  of  iuvPHttnont  capital  of  Hitfficient  amount  to  move 
rural  »^nu»rl(ii  off  (H'tmoinlc  diMid  (•ont<*r  and  st^rt  It  off  n  ii(»\v  growth  curve 
lit  a  Hclr  Kciu»ratlnt^  take-off  point,  i 

Thl«  we  neein  to  have  hei»ii  nhle  to  «lo  HUtveHMfully  In  KormoHn  (Taiwan)  and 
Houth  'Koren.  Mexlct*  Heeiiis  to  have  ilone  It.  Rural  Auieriea  and  rural  Pennnyl- 
vanlii  can  dr)  it  too.  junt  an  the  Man^hull  Plan  lu'Wewtern  Kurope.  the  ^uccensful 
poMt  ujir  effort  in  Japan,  and  Iti  Me^leo.  Taiwan.  anjI.Hotdh  Korea. 

We  must  put  enouj^h  money  Into  niral  America  to  Ket  It  movliifj  a  train. 

.>fi)ney  t(>  eHtahllwIi  and  oin»rate  new  lndu»trle». 

Money  to  linaJic<»  new  cultural  and  recn»atlonal  facilltleta  to  attract  tourlut^i. 

.Mor<ey  to  ndfje  the  (|uallty  of  «rh(MilH,  welfare  protjraniH,  law  enforcement*  and 
other  community  KervlceH.  ^ 

.Money  to  Imlld  and  improve  adequate  community  facilities  all  the  way  from 
fallout  Hheltercj  fo  eomtnutdty  meeting  hallo.  Jallw,  alrportu,  water  nyHtenm.  and 
aolid  wnwte  dlopo^^al  ny  fit  ems  and  newer  syfitemH, 

,M<mey  to  enable  rural  people  to  operate  tlieir  own  planning  and  development 
atfen<'les,v^lth  their  own  profewslonal  Rtaffs. 

AIk<>  neeile<l  r« — 

1.  A  land  use  plannlnp:  and  ?,oninc:  commisHlou. 

2.  A  Federal  land  transfer  bank  tO  reduce  speculation  and  guarantee  fair 
return  to  neller  and  huyer  when  use  of  land  or  other  physical  resources 

'  chanfje.  Tljls  hank  should  he  Imcked  l)y  J?50  hilllon  of  capital.  It  would  not 
need  in  the  long.  run.  to  cost  anything  (net),  if  pFoperly  used. 

.S.  .\  rhral  deveh>paient  hank  of  ismie  and  discount  to  jisslst  by  loan«. 
tiM'hninil  ;cuidance.  au?l  planning?  tlie  relocation  trf  poluK  Industry  and  busi- 
a<»ss  and  the  cn*^itlon  of  nefW  agro-industrial  t^ntep  throughout  rural 
America.  '  .  / 

4,  The  hnihiing  of  4500  neigh horhoo<l  and  coni;pi4nity-wide  cultural  <»enters 
*      for  e<IU((»ation  and  cultuTiil  revitalization.  Sucji  ('enters  u-^ndd  encourage 
"  f?>flr-Hre  history',  folk  music,  and  self  expressiotti  for  ever^vone.  They  would 
Iw  the  wellfq>ring  for  the  meaningful  use  of  leisure  time  in  self-exprt^on  in 
skills,  crafts,  miislc,  and  arts,  ' 
.Such  (-enters  could  he  the  training  (*(-nter  for  serrjces  in  the  field  of  recreation, 
tr-ftvel,  entertainment,  and  the  development  of  new  mpdes  of  living. 

Such  programs  can  l>e  fi  Ha  need  l)eoause  they  do  nOt  use  up  wealth — as  warfare 
and  military  assLstanc^e  doe.s.  Such  programs  create  new  wealth  in  ttie  following 
ways! 

1.  A  more  dynamic,  healthier,  happier  people, 

2,  Multiplying  many  times  the  use  of  values  Of  our  natural  resotnrcea 

.'1  The  increa.sed  volume  of  Inc6me  created  by  human  and  natural  resource 
improvement  and  more  pn)ductive  use  will  allow  a  many-fold  tax  increase 
.iu.*itifie(i  !)y  a  (|uality  life  In  which  fear  of  want,  fear  of  old  age,  and  fear  of 
ill  health  i.s  eliialnate<l. 

Senator  AuiKx.  Tliaiik  you,  Mr.  Mrllale,  for  this  very  fine  testi- 
nii)ny.  I  niiglit  s;iv  tliat  I  believe  your  statement  is  one  of  the  most 
compreliensive  and  anal vtical  statenientvS  we  have  had  the  pleasure  of 
liwxi^ng  in  our  heannof  l)efoi*e  tlie  rommittee.  I  appreciate  the  sug- 
^^est i on s  t h  at  you  ]  i  a\  e  nia de. 

I  ^atlier  tliat  you  favor  the  concept  of  tlie  bill,  but  you  feel  that  we 
really  are  not  ^roinof  nearly  far  enough,  that  is  about  the  size  of  it/ 

Mr.  ArcllALE.  We  feel  tliat  very  5itronglv.  I  think  it  is  a  nratl  crisis  we 
are  hi.  TV©  must,  do  a  lot  of  long-range  planning.  "We  have  put  things 
together  pie<'emeal  in  the  pa*t..  We  niusit  ttvke  a  look  at  the  ^VJ^  it  is. 

Senator  Allen.  The  people  of  Pennsylvania  realize  now,  I  believe, 
along  with  people  throughout  the  country,  that  some  of  the  very  core 
of  the  problems  of  the  url>an  areas  lie  in  the  rural  communities,  where 
the  outmiffration  problem  in  tJie  rural  community  is  also  crating  a 
problem  also  in^the  urban  ^lrea^s.'  , 
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Mr,  McHale,  Very  definitely, 

SenaAr  Aljjsn.  That,  though,  i-eally  was  fiot  to  i)revaleiit  10  years 
ago,  was  it"? 

Mr.  McHale.  No;  it  wasn't.  I  think  wo  hav^  ^ot  a  real  new  attitude 
(•omiug  out  of  PeniLSvlvania  fnwi  our  (iovenior  Shapp.  He  under- 
stands the  problem.  lie  has  put  together  conclusioiLS  back  in  the  fifties 
that  have  all  come  tine  today.  Some  of  the  thin^  we  are  talking  about 
txKlay  lire  thin^  tliat  he  analyzed  ba<»k  in  the  fi-ftie^3  and  early  sixti(*3. 

Senator  Allen.  We  have  noted  with  a  great  deal  of  inteivst  his 
pr6mpt  action  and  the  tine  recouunendat ions  that  he  is  iuif)lenuMitiiig 
there  in  Pennsylvania.  And  we  appreciate  your  .statement  in  your  own 
behalf,*  and  in  behalf  of  the  (lovenior. 

I  was  interested  on  one  further  item  here  that  I  w-ould  like  to  get 
von  to  commejit  on  ;  that  is,  that  rural  IVnnsylvania  and  rural  America 
liave  sent  about  $'J0()  million  woi'th  of  young  people  to  the  cities  in\ 
each  of  the  last  two  genenition.s.  How  would  you  measure,  in  terms  of 
dollars,  the  young  folks  all  of  rural  America  is  losing  to  the  cities^ 

Mr.  McHale,  We  did  quite  a  bit  of  study  on  that,.^nd  came  up  witk 
that  figure.  But  what  it  amounts  to  is  that  the  rural  people  f)ay  for 
the  education,  and  \ve  get  them  up  there  where  they  can  he  taxpaying 
citizens,  and  none  of  them  stay  in  the  rural  areas,  they  just  1ea\V, 
because  there  is  no  fntnre^ 

I  milked  cOws  ^or  18  years  myself  to  make  the  things  go  the  way 
farm  income  w\s.  The  only  thing  I  told  my  bfjy  when  we  sold  out  was, 
hurry.  We  just  had  a  i)redate(l  check  to  buy  his  Christmas  present 
with.  The  kids  don't  like  that  working  IH  lioui-s  a  day  and  telling  them 
tohurry  all  the  time.  ^ 

This  is  what  is  happening  out  in  the  country.  They  see  the  old  man 
working  from  morning  to  night  and  no  return.  So  the  childivu  liave 
left,  and  that  is  after  all  the  rural  people  have  paid  for  their  education. 

Senator  Allkn.  Do  yon  feel  that  tlie  a])pronch  of  S.  2'2'2Z  is  sound 
in  f)roviding  for  this  Rural  Development  Credit  Bank  ? 

Mr.  McHale.  Very  definitely. 

Senator  Allex.  Yon  are  familiar,  I  am  sure,  with  the  history  of  the 
Farm  (^riHjit  System,  and  the  f  ac^  

.  Mr.  Mc^LE.y^Iy  deputy  is  better  informed.  He  was  the  FHA 
Administrator.  -  ^ 

Senator  Allex.  That  is  a  gn»at  success  story  \^  moderi^  da*y  finance, 
is  it  pot  ?  ,  .   .     ^  . 

Mr.  McHaiji:.  Yes.  I  pointed  out,  I  don't  think  it  is  a  cost,  it  is  an 
iitvestment  for  the  future  tJiat  we  are  talking  about  in  this  type  of 
legislation. 

Senator  Allen.  But  the  borrowers,own  the  farm  credit  system,  do 
they  not  ?  And  that  is  wliat  is  envisioned  by  this  bill,  that  it  eventually 
would  be  owned  by  the  borrowers. 

Now,  are  there  not  enough  credit  needs  throughout  r\m\\  America 
to  take  care  of  any  lending  institution  or  lending  agency,  private  or 
public,  which  has  funds  to  invest  ?  * 

.    Mr,  McHaijE.  I  really  don't  feel  there  are  at  the  present  tinie. 
think  we  are  talking  about  a  lot  of  mone;f.  I  don't  think  it  is  inoney, 
I  think  it  is  attitude.  I  don't  think  the  people  we  referred  to  understand 
the  problem  or  would  be  willing  to  make  the  investment.  And  I  don't 
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believe  they,  really  could.  I  tliiiik  this  time  we  have  to  turn  to  the 
Fedenil  Government. 

Senator  Allen.  Ye^.  The  question  I  asked  was,  are-there  notoi'^it 
needs  enough  to  supply  all  of  the  lenders  who  want  to  lend?  Aren't 
there  enoufi^h  needs  out  there  to  where  everybody  that  wants  to  lend 
can  lejid  ?  In  ot^er  words,  this  \vill  not  encroach  on  the  lendinjr  ability 
of  any  other  agencies,  whether  public  or  private,,  would  it?  Aj*ent 
tliere  enough  credit  needs  for  all  the  instit^itions,  whether  they  are 
public  or  private?  •    r  - 

Mr.  McJHale.  Ye3.^  [  ' 

Senator  Alleic.  In  other  words,  thi6  will  not  deprive  any  lender  of 
the  opportunity  to  lend  if  he  wanted  to ? 

Mr.  McHale.  No,  it  absolutely  'wouldn't ;  no,  sir.  '  * 
Senator  iV^J^N.  Do  you  feel  that  the  bill  would  have  the  support  of 
rural  dwellers  and  citj^  dwe)ler&  in  PAnsylvania  ? 

Mr.  McHale*  I  feel  it  would.  I thinK  our  Senators,  when  tihey  under- 
stand what  we  are  trying  to  do;  wrll  support  it  as  well.  We  are  going 
far  to  build  a  bridge  of  undei^anding  oetween  Congi*ess  and  the  city 
people,  made  up  bf  our  Consumer  and  Rural  Devefcpment  Councils. 
Our  Governor  is^uite  concerned  in  keeping  the  people  informed  and 
making  the  Department  of  Agriculture  and  the  other  agencies  advo- 
cates for  the  people  instead  of  agencies  that  do  something  to  people. 

Senator  Allen.  That  is  very  fine.  And  I  appreciate  your  splendid 
testimony,  Mr.  McHale.  And  t  appreciate  both  of  yon  all  coming  be- 
fore the  committee.  X 
Mr.  McHale.  Thank  you  very  much.  ^ 
Mr.  Norman,  president,  Firet  National  Bank,  Clarksv^lle,  Tenn.; 
and  chairman,  Agftculture  and  Rural  Affairs  ll'ommittee/American 
Bankers  Association. 

Mr.  Norman,  we  appreciate  your  coming  before  the  committee.  I  be-  • 
lieve  also  you  are  chairman  of  the  Agricultural  and  Rural  Affairs  Com- 
ittee  of  the  American  Bankers  Association. 
'  Mr.  Norman.  Yes,  sir.  '  ' 

Senator  -Allen.  Wou]^  you  be  speaking  in  their  behalf  as  well  ? 
Mr.  NoniiAN.  Yes,  sir. 
Senator  Allen.  You  are  appearing  both  personally  and  officially, 
ilr.  XoRMAN.  Yes,  sir. 

Senator  Allen.  Thank  you  very  much.  We  look  forward  to  hearing 
your  testimony.  Proceed.  >  «.  " 

STATEHEier  OF  EDWABI)  M.  NORMAN,  PB£SIIffiNT,  FIBST  NA- 
TIONAL BANK,  CLARKSVILLE,  TENN.,  AND  Cm^UfAN,  AmV 
CTTITTJBAL  AND  BUBAL  AFFAIBS  COHHITT^  AHEBICAN 
BANKEBS  ASSOCIATION 

Mr.  Norman.  Senator,  I  work  forthe  First  National  Bank  of  ^larW- 
ville,  Tenn.  And  oa  you  stated,  I  am  chairman  of  the  Agricultural  arid 
Rural  Affairs  Committee  of  the  Ajnericah  Bankers  As^ia,ti<Sa. 

I  live  in  a  community  of  about  37,000  people.  Our  bank  hus  depo^^lisr 
of  $80|  million.  And  of  course  our  association  has  about  97  percent  oP 
the  banks  in  the  cotiritry  as  members  of  our  association. 


602 


,   /-  _  ,597 

We  are  a  country  bank.  At  tlie  present  time  we  paiticipate  in  some 
three  Farmere  Home  Administration  water  systems  on  interim  tinanc- 
ing^^Jmd  we  have  about  five  loans  with  the  feB A  as  far  as  agriculture 
btlimess  is  concerned.  And  many  of  these  activities  have  as  ivell 
a  pretty  good  portfolio  of  industrial  revenue  built  in  our  own 
community. 

First  oi  alj,  we  think  that  rural  development  is  important,  and  want 
to  compliment  the  conunittee  on  its^activity  in  this* area. 

Rural  banks,  6f  course,  have  a  very  special  interest  in  such  develop- 
ment, since  about  60  percent  of  all  tne  conimeraal  banks  of  the  coun- 
try ai%  located  in  these  smaller  communitiesr--JL 
'  We  endorse  the  general  purpose  of  the  bill  toyaspure  that  capital  and 
credit  is  available  in  rui^l  ai'eas  for  sound  MniAflationaiy  economic 
growth,  and  to  facilitate  the  flow  of  fuj^SoroiA  the  central  money 
markets  into  rural  areas.  Q^^^-J^ 

Our  banking  system  has  undertaken^r^prablem  through  a  taak 
foiar^that  is  currently  organized  and  operating.  And  as  Grovernor 
Mitchell  Mentioned  this  morning,  the.Fed  is  undertaking  special  stud-  ^ 
ies  in  this  area  to  find  some  way  that  the  commercial  banking  system 
can  effectively  support  this  effort. 

While  we  a^reo  wholeheartedly  on  the  objective  of  this  bill,  we  dif- 
fer on  how  this  can  best  be  accomplished.  In  other  words,  how  can  we 
make  rural  development  really  woik^  The  President's  Task  Force 
on  Rural  Development  told  us  what  rural  development  is, not. 

1.  It  is  not  a  new  agency  of  Gfovemment.  -  . 

2*  It  is  ndt^a  new  appi'opriation  to  spend  money  in,  rural  America. 

5*  It  is  not*  a  new  set  of  directives  irom  the  Federal  Government. 

4i  It  is  not  a  new  program  handed  down  and  run  from  above. 

Unfortunately,  we  see  a  lot  of  these  very  points  incorporated'^in  the 
plan  outlined  by  the  legislation  before  your  committee. 

We  hope  to  make  it  clear  that  our  association  agrees  with  much  * 
of  the  thinking,  reasoning,  and  philosophy  expressed  in  the  report 
of  the  President's  Task  Force  on  Rural  Development,  but  disagrees 
with  tlie  recommendation  for  a  nevi'  credit  institutiop.  We  do  not  fool 
that  tlie  task  force  envisioned  a  Federal  ^Ruftil  Development  Credit 
System  of  the  type  proposed  in  S.  2223.  / 
.  ,  The  significant  i)omts  of  the  taSk  fpic'e  repqri  appear  in  this  state- 
ment; "The  real  strength  of  n^al  devel6pment  is  that  it  harnesses, 
local  energies  and  is  nm  by  localB|ople  who  knpw  better  than  anyone 
tlieir  own  problems,  their  o\tn  ^^llbilities,  and  their  own  priorities.'' 
Moreo\  er,  the  report  stresses  that  rural  development  depenos  on  creat-  \ 
'  \ng  job  oppoirtunities,  and  that  jobs  are  created  by  the  ingenuity  and 
iimbition  of  private  enterprise.  Obviously,  then,  whatever  we  do  w^e 
npiu^t  not  destroy  the  incentives  of  local  people  and  private  enter- 
prise. We^feel*  there  are  dangers  of  doing  exactly  this  in  legislation 
establishing  a  new  federally  controlled  credit  system. 

Although  it  is  obv  ious  that  some  capital  and  credit  needs  shoi^ 
'  Tbe  sh^ired  by  society^  we  see^no  convincing  evidence  l\i^t  a  "massi 
amount  of  credit  isiteeded  in  rural  areas,  as  is  suggested  by  the  pro- 
vi3ions  of  the  pending  bilL  Department  of  Agriculture  Research,  re-  \^ 
.  fleeted  in  testimony  on  thiy  legislation,  supports  this  conclusion.  Since 
the  major  i)roblein  in  rural  areas farni  income^  providing  rural 
areas  with  additional  credit  will* not  increase  faxm  prices  or  provide 
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additional  income.  In  fact,  too  much  credit  dispensed  by  ini^xpcrienced  * 
people  is  h'armful  rather  than  helpful.  , 
,       We  stron^rly  urge  prudent  ^effort  to  create  more  opportunity  for 
people  in  rural  America,  to  upgrade  their  incomes,  and  to  reverse 
tlie  migration  from  rural  areas;  but  we  oppose  creating  any  new 
Federal  agencies  for  financing  rural  development. 

The  key  Word  is  new,  for  we  feel  that  necessary  Government  assist- 
ance can  be  obtained  through  existing  programs. 

We  are  aware  that  existing  programs  snojg^d  be  made  more  rffecti^^ 
and  we  fully  support  all  such  efforts.  In  fa?^T,  we  hope  that  this  com- 
mittee would  defer  action  on  the  pending  legislation  and  ^-eestablish 
as  its  primary  objective  the  improvement  of  existing  Fedeml  pro- 
grams. We  found  much  wisdonf  in  the  statement  by  t^he  President's 
Task.  Force  on  Rural  Development  concerning^  the  streamlining  of  • 
Federal  |Si-ograms  when  it  said  "The  Task  Force  on  Rural  Develop- 
ment finds  no  shortage  of  Federal  programs — but  we  db  find  problems 
of  availability  to  users.  Federal  programs  must  be  ;nade  more 
effective."  o  '  /  ^ 

We  fail  t6  se^  ho^y  the  adding  of  a  complex  new  rural  development 
credit  sj^stem  on  top  of  current  programs  is  g(\ing  to  achieve  desir-^  • 
able  ob3C}.ctives.  /  ° 

The  major  question  we  raise  cbncefrns  the  great  duplication  that 
could  result  between  this  proposed  new  credit  system  and  the' 80  sep- 
arate Federal  loan  pli^ograms  referred  to  in  your  committee's  analysis 
and  now  operating.  Either  the  new  cr^it  system  or  a  large  number 
of  these  80  programs  is  not  needed.  <  ^  ' 

In  analyzmg  existing  programs,  we  discovered  the  same  duplica- 
"  tion  cited  by  i^he  Presi dent 's^Task' Force  on  Rural  Develofrment.  How- 
ever, we  feel  confident  that  N\Mtli  proper  legislative  and  administrative 
changes*  many  of  these  prosrrams  could  become  more  effective, tools 
for  rural  development.  I'd  like  to  refer  to  just  three  such  areas: 

1.  The  Farmers  Home  Administration — The  American  Bankers  As- 
sociation endorses  the  general  thrust  of  title  I  of  S.-,2S23  which  would 
iwtganize  the  FfiA  by  separatin/r  farm  lending  from  the  riiral  enter- 
prise and  community  .development  credit  sennce.  We  believe  that  it 
is  wi.se  to  broaden  the  sco])e  of  the  Fanners  Home  Administiution  in 
making  Kbth  direct  and  insured  loans  for  rural  development  projects, , 
as  long  as  they  are  ^onsisteijt  with  approved  nira]  development  plans 
and  are  confined  to  "soft  credit  loans."  We  would  hope  that  an  ex- 
pansion of  the  rural  enterprise  and  community  development  programs 
'  will  not  be  carried  out  .at  tJie  expense  of  loans  to  farmers.  We  are  par- 
ticularlv  anxious  tliat  young  farmers  be  given  every  opportunit^y  to 
establish  potentially  profitable  farms.      "   .  '  • 

.  We  believe  there  are  additional  opportunities  to^engthen  th6  FH A 
program,  which  already  has  an  established  national  orgahizatibn 
'  '  with  county  or  miilticoimty 'field  6ffic6vS.  We  would  like  to  encotim 

the  FHA  t6  adopt'  an  insured  farm  operating  program  as  it  has  in 
\  the  farm'  ownership  and  rttral  housing  areas.  The  FHA  should  be 
commended  for  mb\^ng  more  toward  the  insured  loan  basis,  thnS  bh- 
tnininfir  a  grfeater  propoi4iidh  of  it&  funds  fi^om  the  private  sector  with 
less  telianc^iritt  direct  Government  nlon^y.  We  woidd  suggest  that  the 
Congress  consider  a  Farmers  Home  Administration  program  that 
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would  prwicle  a  ^fiiarahtoo  for  farm  ownei^shii),  housiii^r  ajul  oporatin^ 
lojuis  somewhat  similar  to  tho  Small  liusinoss  AdmiiiLstration  piaraii- 
toe  loan  pro<rram.  \V(*  firmly  l)elieve  that  with  somo  ingenuity,  otlior 
risk-Hhann^  pro^ramy  can  lx»  devoloped  whore  needed  to  brin^  about 
an  etfective  pai-tnei-ship  in  financing?  between  private  enterprise  aJul 
Govei'inneJit. 

Jjicidentally,  we  seriousl}-  question  the  wisdom  of  snl>stantially 
clianpn^  the  statutory  identihcation  of  rural  areas  from  towns  of 
less  than  5,500  j)eople*to  eonununities  of  up  to  '^5,0()0,in  |K)pulation. 
We  feel  that  the  intent  of  the  pending  letrishition  Avouhl  lutually  be 
defeated  if  the  small  eonununify  is  pitted  apainst  larger  ones  in  com- 
peting for  funds.  • 

'2.  Small  Business 'A(buinistf-ation — We  liave  received  excellent  re- 
1)0^3  froni  liankei"s  about  the  pivsent  SB  A  program.  A  iv  freshing 
businesslike  attitude  AvithjajLe  Agency  has  resulted  in  many  changes, 
pai'ticidarly  in  piocedui-e^WBich  have  I'eally  made  the  pro^yram  work. 
The  paper  jam  wvlh  broken^nd  loans  are  now  beinp  pliued  on  bank 
books  whi<»h  ai-e  helpin^r  small  busbiessnien  and  in  turn  their  conmui- 
nities.  P>vidence  of  this  was  reflected  in  the  recent  re])oi't  by  tlie  SBA 
indicatin<r  tlnit  SBA-bank  loans  have  neiirly  doubled  during  the  past 
year.  The  total  outstandin*r  as  of  June  30.  l!)7l  was  $803  million. 

We  are  <  ()nvinced  tliat  other  tliiu^ys  can  dojie  to  make  tlie  arran^e- 
njejits  still  more  elfectiv(\  We  support,  for  examj)le,  S.  i2471  introduced 
on  Au<riist  6  by  Senator  Bellmon  and  referred  to  the  Committee  on 
Banking?,  Ilonsinp:  and  Urban  Affairs.  This  bill  would  exj)and  SBA 
authority  so  it  could  ^nirantee  loans  to  businesses  eji^a^yed  in  fann- 
ing operations  for  financni^  production  of  agricultural  conunodities. 
Tlie  JM)  percent  ^uariintee  enables  the  bank  to  spin  off  tlu^  h)an  to 
other  type  investoi^s  and  thus  ivlease  bank  funds  for  otlier  lendii>^ 
in  the  conmiunity.  It,  therefore,  accomplishes  one  of  the  "main  ob- 
jectives of  S.  that  is.  to  attract  funds  from  outsrde  communities 
to  vnnil  amis. 

»3.  Federal  Housin^r  Insured  Loans — Tliese  are  well  established  pro- 
<rrams.  but  unfoi-tunately,  lendin*?  in  rural  areas  has  been  sonu^whnt 
minimized  9,'i\\co  it  is  vii-tually  impossible  to  ^et  such  insnnmce  on  home 
moi't.^a^es  for  pi^perties  located  in  rural  areas  without  city  water  and 
citv  sewerage  sy^ems.  We  believe  the  abilities  of  the* Federal  Tlonsin^^ 
Administration  to  insure  loans  in  rural  areas  can  be  expandexl  without 
sacrificing  »ny  of  its  requirements  as  to  construction  or  credit 
standards.^ 

In  snmmaiy.  we  fully  a^ree  that  a  ''new  look"  is  needed  for  dealing 
with  the  future,  but  avc  do  not  believe  it  is  appropriate  for  the  'Miew 
look"  to  be  a  complex  and  unnecessai  y  credit  system. 
•  I  hope  the  (»onunittee  in  its  delibei-ations  do(\s  not  lose  si^yht  of  the 
fact  that  established  financial  institutions, a  re  providing":  a  trcmcnff?^ 
amount  of  capital  anei^civdit  to  rural  areas.  There  has  been  a  su'bstanX 
tial  in(Mease  in  sucli  funds  during  recent  yeai*s.  I  can  cite  one  si<rnifi- y 
cant  area,  that  of  direct  loans  to  farmois  for  all  purposes  extended  by 
commercial  banks,  insurance  companies,  and  the  (Cooperative  P^arm 
Credit  System  plus  individuals,  mercliante,  and  dealers.  The.^e  sources 
have 'nearly  $60  billion  outstanding:  as  loans  to  fa rmei-s— twice  the 
amount  of  a  sboit  6  years  a^o. 
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We  believe,  as  (iovtM-iior  Mitcliell  indicated  tliis  morning,  that  ctrat- 
ing  a  new  agency  will  not  ne^e>ssarily  inci^ease  the  supply  of  money.  It 
would  just  be  another  organization  in  the  arena  competing  for  existing 
funds  with  the  Cooperative  Farm  Credit  System,  commercial  banks, 
and  others  already  working  to  meet  the  credit  needs  of  rural  areas. 

It  i3  our  belief  that  established  fiinmcial  institutions,  cooperati]ig 
with  existing— but  improved — Government  programs  is  the  beat  way 
to  finance  sound  economic  growth  for  rural  areas.  We  se^  no  reason 
for  a  new  Rural  Development  Crexlit  System  with  its  cnpplfng 
bureaucracy,  inefficient  duplication,  and  contingenj,  direct  Government 
financial  involvement.  -if*^' 

Thank  you. 

Senator  Allen.  Thank  you,  Mr.  Xoiinan.  I  appreciate  tliis  fine 
testimony,  and  the  contribution  that  j«^have  made  to  the  I'ecord. 

I  wonier  if  you  could  have  the  members  of  your  staff  or  your  or- 
^nizatioii  prepare  some  of  the  suggested  changes  for  title  I,  assum- 
mg  that  we  are  able  to  go  ahead  ^ 

Mr.  Norman.  We  are  in  accord  on  that ;  yes,  sir. 

Senator  Allen.  That  would  let  you  carry  out  the  suggestions  that 
the  Farmers  Home  be  authorized  to  use  the  SBA  type  of  loan  and  also 
the  Federal  Housing  Administration  type  of  mortgage  insurance. 

Mr.  Norman.  Yes,  sir. 

Senator  Allen.  I  lcnow  that  there  is  a  multiplicity  of  Federal  agen- 
cies*that  agree  on  that.  I  was  interested  in  your  figure,  though,  that 
there  are  80  lending  agencies,  80  agencies  where  monev  can  be  obtained. 

Mr.  NoR>fAN.  I  don't  think  we  referred  to  80  lending  agencies.  "We 
simplv  took  this  from  the  President's  Taslf  Force. 

Senator  Allen.  ^0  what? 

Mr.  Norman.  Eigrhty  agencies  assisting  in  r^ral  development. 
Senator  Allen.  Financing? 

Mr.  NoKMAN.  I  wouldn't  think  they  are  all  financing;  no,  sir. 

Senator  Allen.  Study  groups  ana  the  like? 

Mr.  Norman.  Studv  grou>>s,  OEO's,  and  OEA^^s, 

Senator  AiiliEN.  We  get  hordes  of  studies  but  not  so  much  money  - 
sometimes.  That  helps. 

I  think  your  comments  on  the  Farmers  Home  Administration  and 
the  SBA  and  the  Federal  Housing  insured  loans  are  certainly  well 
taken.  And  admittedly  they  are  doing  a  great  job. 

Also  I  want  to  congratulate  you  on  the  fine  work  that  you  are 
doing  there  in  your  own  community.  Certainly  you  are  having  a  p^art 
in  the  building  of  your  community,  by  making  rural  loans  and  par- 
ticipating in  the  development  corporation  loans  and  things  of  that 
sort.  You  ar^  certainly  doing  a  real  fine  job  there.  I  think  that  is  highly 
commendable.  ... 

Do  you  approve  of  the  concept  of  the  present  Farm  Credit  System 
where,  on  initial  capital  furnished  by  the  Federal  Government,  and 
then  borrower  participation  and  purchaser  stock,  the  sjrstem  has  now 
beijome  owned  entirely^  by  the  borrowers  ? 

Mr.  Norman.  Yes,  sir;  the  success  has  been  tremendous.  It  has  cdn- 
tributed  to  rural  areas.  And  naturally  we  would  all  admit  that,  apathy 
on  the  part  of  the  rurial  banks  which  created  the  system  in  the  first 
place.  And  as  was  the  thrust  of  our  testimony  tL  few  weeks  ago. 


601 


our  own  goal  in  ix  coini)etitivfe  system  in  a  free  and  conipetitive 
environment. 

Senator  Allen.  We-Il,  the  Faim  Credit  System,  do  they  not  now  po  to 
the  private  sector  to  obtain  funds  ? 
Mr.  Norman.  Yes,  sir. 
Senator  Allen.  You  approve  of  that  concept  i 
Mr.  Norman.  Yes,  si  r. 

Senator  Allen.  Is  that  not  the  concept  of  S.  2223,  initial  capital 
furnished  by  the  Government  which  would  eventually  be  i^placed  by 
borrower  ownership,  and  then  going  to  the  private  sexitor  for  tlu»  f^mds, 
the  lendable  fimds,  \\ould  that  not     a  sound  concept  ? 

Mr.  NoR^iAN.  It  is.  Our  testimony  here  is  that  the  existing:  agencies, 
the  Fanners  Home*  with  more  insured  loans,  can  enter  the  private 
sector.  The  Feder^il  Housing  Administration  certainly  throngli  FNMA 
and  the  sale  of  loans  throughout  the  whole  system  can  support  it 
through  the  private  sector  as  well  as  Government  funds.  And  also  the 
SBA  through  its  loan  guaranty  program  can  capture  bank  funds. 
And  another  thing  in  the  bill,  if  banks  can  participate  with  the  agen- 
cies, the  newly  established  bank  on  a  recourse  basis,  there  needs  to  be 
some  coordination  with  the  supervisory  authorities,  because  they  con- 
sider tljat  a  full  liability  of  the  bank.  So  if  we  are  loaning  up  to  a 
hundred  percent,  the  sale  of  notes  to  the  new  credit  bank  wouM  nm 
us  up  in  their  eyes  to  110  percent.  So  some  consideration  needs  to  be 
made  of  that  where  we  can  participate  and  take  risks  on  an  equal  basis, 
rather  than  ask  the  banker  agency  to  endorse  the  paper  and  guarantee 
it  in  full.  It  won 't  serve  any  purpose  unless  it  does.  ,  ^ 

Senator  Aulen.  You  spoke  of  spinning  off  these  SBA  guaranteed 
loans  to  other  in  vestors. 

Mr,  Norman.  Yes. 

Senator  Allen.  Do  you  sell  those  ? 

Mr.  Norman.  We  can  sell  them  to  larger  banks  or  individuals  within 
the  community.  We  have  sold  participations  there.  The  supervisory 
authority  does  not  coui^t  that  90  percent  guaranty — ^they  count  that  as 
a  liquid  asset  as  far  as  the  bank  is  concerned. 

Senator  Allen.  How  do  you  carry  it  ? 

Mr.  Norman.  We  carry  it  as  loans,  but  they  segregate  it  into  guaran* 
teed  loans  and  risk  loans. 

Senator  Allen.  They  allow  you  to  put  FHA^and  GI  loans  there 
also?  -  ^ 

Mr.  NonaiAN.  Yes,  sir,  and  also  Farmers  Home  Administration 
paper  purchased  by  the  bank. 

Senator  Allen.  You  understand  that  the  bill  under  consideration 
provides  that  a  person  could  not  borrpw  from'  the  Rural  Development 
Bank  if  he  could  get  the  money  elsewhere. 

Mr.  Norman.  Yes,  sir.  ^ 

Senator  Aixen.  It  would  be  sort  of  an  appeal  of  last  resort. 

Mr.  Norman.  Yes,  sir. 

Senator  Aixen.  So  that  there  would  really  be  no  infringing  on  the 
territory  of  the  existing  agencies,  you  understand  that  of  couree. 
Mr.  NoRAiAN.  Yes,  sir. 

Senator  Allen.  Now,  there  are  enough  credit  needs  to  take  care  of 
all  of  the  supply ,  are  there  not  ? 
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Mr.  NoKMAN.  At  the  present  time<  Of  course,  diiriil^r  tigfht  money 
eveiybody  wiis  short.  Rut  at  the  present  time  the  Fann  Ci^edit  Ad- 
ministnition,  the  insunince  companies  and  the  commercial  banks,  are 
able  to  meet  the  demand  in  rural  areas. 

Senator  Allen.  That  is  loufj-term  donuuuls  also^ 

Mr.  XoKM AN.  We  have  nuina^ed — SBA  with  its  u[)  to  10-year  pro- 
gram— we  have  floated  industrial  revenue  bonds  up  to  a  20-yeai-  ma- 
turity, and  we  have  been  able  to  meet  all  the  needs  of  any  economi- 
cally justifiable  enterpTise.  Now,  I  must  admit  that  this  is  my  area 
only,  and  thei-e  might  l>e  other  areas  where  the  credit  is  not  available. 

Senator  AllfTN.  Well,  Clarksville  is  a  town  of  :55,()00  or  40,()00. 

Mr.  XoRMAX.  85,000,  vea.  ^ 

Senator  Allen.  And  your  deposits  are  uj)  around  $*i7  million. 
Mr.  XoRMAN.  Yes, sir. 

•Senator  Allen.  Obviously  you  could  do  a  whole  lot  more.  And  you 
are  a  conununity-minded  bank.  ' 
Mr.  XoKMAN.  Eight. 

Senator  Alu2,n.  Many  of  banks  are  not  as  comnnmity-minded  as 
your  bank,  so  I  am  informed. 

Mr.  Norman.  Well,  our  interim  financing  at  the  present  time  is  from 
three  small  towns  in  the  trade  area  approximately  20  miles  away.  And 
we  handle  the  interim  financing  and  the  Farmers  Home  Administra- 
tion makes  the  final  loan  on  the  wat^r  system. 

Senator  Allen,  tliis  is  the  interim  financing. 

sMt.  NormM.  Yes,  sir. 

Senator  Alxen.  Who  is  going  to  make  

Mr.  XoRMAX.  One  is'  the  Government's  own  agency,  the  OEO.  And 
the  o^ier  is  the  Farmers  Some  Administration. 

Senator  Allen.  So  the  (Tovernnient  is  througli  some  of  its  agencies 
filling  that  need  there? 

Mr.  NoR3tt\x.  Yes,  sir,  • 

Senator  Allen.  I  notice  that  yon  do  speak  approvin^ljr  of  the  Farm- 
ers Home  Administration,  the  Small  Business  Administration,  and» 
the  Federal  Housing' AdministratioiL  You  think  these  programs  are 
good  and  operate  in  the  public  interest.  ,  - 

Mr.  ^foRMAx.  Yes.  Now,  in  Federal  Housing,  whether  they  are  au- 
thorized to  or  not,  we  eitlier  need  to  encourage  them  to  enter  rural 
areas  or  make  it  so  that  they  can. 

Senator  Alt.ex.  Yon  would  favor,  then,  the  aj)proach,  if  there  is  a 
demand  fhat  is  not  being  met,  of  beefing  up  existing  agencies  rather 
than  setting  tip  a  new  bank  ? 

Mr.  Xorma:^.  Exactly ;  ves. 

Senator  Alijsn.  Even  though  the  new  bank  would  get  the  bulk  of  its 
lendable  funds  ^rom  the  private  sector  ? 
Mr.  NoRM.vx.  Yesvsir. 

Senator  Au.en.  Whereas  all  of  the  ^Farmers  Home  and  a  large  ppr^ 
tion  of  the  SBA  is  all  Government  money  ? 

iVlr.  Norma X.  Yes,  sir.  And  we  believe,  as  stated  in  cur  testimony, 
that  the  insured  loan  program  .sold  to  larger  banks,  giving  them  a  de- 
gree of  liquidity  mucli  as  a  Government  bond*  would  enable  them  to 

!)enetrate  the  private  sector  much  more  for  their  funds*  and  to  depend 
ess  upon  appropriations.  Now*  this  is  true  both  of  tlie  Farmers  Home 
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Administration  and  the  SB\.  That  wiU  enable  them*to  penetrate  the 
private  sector  much  more  than  they  are  at  the  pre^nt  time. 

Senator  Allen.  Are  you  familiar  with  the  provisions  of  S.  2223 
that  provide  for  banks,  savings  institutions,  participating  under  this 
program  as  participating  rural  development  financing  institutions 
whereby  they  could  muke  loans  and  sell  them  to  the  banks? 

Mr.  NoKMAN.  Yes,  sir.  And  I  emphasize  my  comment  that  it  is  going 
to  have  to  be  on  an  equal  risk  basis.  If  it  is  with  full  recourse  on  the 
bankp,  then  we  have  accomplished  no  real  significant  purpose  in  selling 
f  heyloan,  because  the  loan  ratios  are  too  high. 

Senator  Alijcn.  Why  would  you  feel  that  any  different  system 
would  be  used  than  the  SBA  where  you  say  you  dfon't  have  to  carry 
as  risk  loans?  . 

Mr.  NouMAx.  Well,  the  SBA  ^arantees  those  loans,  whereas  we 
offer  our  guaranty  to  the  purchasmg  bank  on  the  loan.  It  is  not  a  mat- 
ter of  quality  of  credit.  1  don't  think  we  would  make  any  loan  if  we 
weren't  willing  to  guarantee.  f 

Senator  xNxijsn.  Would  you  suggest  language,  then,  whereby  the 
loans  would  be  j)ut' — you  would  reconmienu  tliat  we  go  forward  and 
put  them  on  the  same  basis  as  the  SBA  guaranteed  loans  ? 

Mr.  NoR3iAX.  Yes,  sir. 

Senator  Allkx.  Which  would  allow»a  local  bank  to  participate  witli- 
oiit  having  the  loan  classed  as  a  risk  loaTiTr^ 

Mr.  XouMAX.  The  total  liability  to  the  bankj  yes. 

Senator  Allkx.  That  would  be  your  suggestion,  then  i  j 

Mr.  XouMAx.  Yes.  Because  if  this  bank  buys  a  note  fi-om  my/)auk, 
certainly  it  lias  a  responsibility  to  investigate  the  credit  as  well  as  I. 
Tlien  we  would  share  the  risk  according  to  our  participation  in  the 
loani 

Senator  Ali^x,  So  some  portion  of  the  loan  you  might  keep? 
Mr.^XouMAX.  Yes. 

Senator  Aliji^n.  And  yon  would  be  held  liable  for  that  in  your  state- 
ment ? 
*Mr.  NoKMAN.  Yes. 

*  Senator  Allkx.  This  language  does  seem  to  liare  tlie  authority  to 
have  participation  loans  here  on  page -V-l  of  the  bill. 
^  Do  you  have  a  copy  of  this  ? 
Mr.  XoRM.vx.  I  have  a  copy,  but  not  here. 

Arvd  our  own  coninient  on  it  is.  with  full  recourse  endorsement  it  still 
leaves  a  heavy  liability  on  the  selling  institution. 

Senator  Almx.  Yes,  sir;  I  know.  But  mere  participation  would  not 
of  itself  require  full  recourse. 

Mr.  XpRMAx.  Right.  And  participation  among  corr^siM>ndent  banks, 
if  we  sell  notes  to  larger  banks,  then  tlia  risk  is  share!  equally  accord- 
ing to  the  proportion  of  the  paper  that  we  own. 

Senator  Altjex.  Mr.  Xonnah,  you  say  at  the  present  time  there  is 
enougli  demand  for  loans  to  take  care  or  the  lendiitg  institutions  abil- 
ity to  supply  the  money. 

Mr.  XoRMAX.  Yes,  sir. 

Senator  Allex.  But  you  think  possibly  at  a  later  date  that  situation 
might  change? 

Mr.  XoRMAX.  It  may.  And  it  has  been  in  the  past. 
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senator  Aujeht.  Well,  ftreh^t  thl  creditT^eeds  ojP  imral^Vmerica  es- 
calating^ tremendously  at  this  tirixm  .   ^  . 

Mr.  Norman.  Y^s,  sir.  / 

Senator  Allen.  And  is  it  not  projected  that  the  credit -n^ds  of  rural 
America  will  possibly  as  much/ as  double  in  the  ne^t  10  years?' 

Mr.  Norman.  In  our  own  community  we  have  got  to  have  a  four  and 
a  half  million  sewer  system  Within  the  next  5  years.  We  can  g©  the 
municipal  route,  we  believe,  but  it  has  got  to  happen. 

'fiehator*  ALLfcN.  That  would  be  a  type  loan  that  this  bank  could 
make^         *  / 

Mr.  Norman.  Yes,  sir.     /  4* 

Senator  Allen,  And  also  the  grant  program  woulfl  hi  fmmeled 
through  this  bank  as  well/So  that  if  it  is  approved  for  participation 
in  the  grant  program,  that  would  be  made  available  through  the  bank 
under  the  bill.  / 

Mr.  Norslan.  Yes,  sir./  ' 

Senator  Alusn.  Do  the  various  members  of  the  farm  credit  system, 
the  various  entities  theife,  the  Federal  Land  Bank,  and  other  institu- 
tions, the  Production  (predit  Association, >^hey  work  well  with  the 
banks;  do  they  "not?  [ 

Mr.  Norman.  Ye^  And  there  is  *a  relatively — afithough  we  are  di- 
rectly (competitive,  there  is  a  relatively  good  association.  They  do  have 
a  dennite  competitive  Advantage  upon  us.  And  we  are  seeking  to  cor- 
rcct  that.  And  that  is  qfur  own  T)lea.  We  think  they  should  be  regulated 
as  arc  other  lenders.  W©  think  they  should  pay  taxes. 

Senator  Allen.  I  might  state  tliat  wc  passed  that  in  S.  1483. 

Mr.  Norman.  We  thankyou  for  that,  sir. 

Senator  Allen.  And  that  was  done  right  here  in  this  committee? 
.    Mr.  Norman.  Yes. 

And  also  the  State  and  local  laws. 

Senator  Allen.  Bjat  sometimes  I  guess  they  have  been  known  to  bail 
banks  out,  liaven't  tl^ey,  with  some  of  the  slow  loans. 
Mr.  Norman.  Ye^,  sir.  And  we  %jiye  bailed  them  out  too. 
Senator  Allen.  Jt  works  both  ways. 
Mr.  Norman.  Y^  sir. 

Senator  Allen/ You  wouldn't  feel  that  another  bank  getting  motley 
from  the  private /Sector  and  lending  for  the  purpose  of  rural  develop- 
.  ment,  that  that  Would  be  a  bad  thing  for  a  community,  would  jrou  ? 

Mr.  Norman.  No,  sir.  We  believe  the  main  thrust  is  that  it  would 
be  cheaper  to  utilize  existing  agencies  in  this  area. 

Senator  AliJsn.  And  the  overhead  is  the  main  objection  that  you 
have  i  / 

Mr.  NoR3HAyN.  Yea,  sir. 

Senator  Allen.  If  the  Gk)vemment  got  to  the  point  where  that  was 
all  paid  by  the  borowers  themselves  as  the  owners,  you  wouldn*t  have 
that  objection,  then,  would  you  ? 

Mr.  Norman.  No,  Because  it  wouldn't  be  my  business. 

SenatoyjiViXEN,  Becatise  it  would  not  be  tapping  the  Federal  till, 
if  we  comd  get  it  to  that  point, 

Mr.  Norman.  Right.  ^ 

Senator  Ali^n.  I  would  like  to  say,  Mr.  Norman,  that  any  sugges- 
tions tMat  you  care  to  make  or  that  the  association  cares  to  make  i|i  the 
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way  of  suggested  revisions  w<»  woirid  appreciate  hnving  these  sugges- 
tions made,  and  submit  them  to  us  in  writing.  Wc*  will  assure  you  that 
they  will  be  given  very  careful  consideration,  because  Senator  Hum- 
phrey and  Senator  Talmadge  have  both  lept^atedlv  stated  that  they 
'  welcome  methods  of  improving  tlie  l(»gislation.  Tlie  committee  cer- 
tainly wants  to  get  the  legislation  in  as  good  shaptt  as  possible,  get  the 
bugs  out  of  it,  if  any  exist,  and  to  improve  it  in  every  possible  way  we 
can.  Sojall  suggestions  ai-e  welcome.  We  sincerely  hope  that  you  will 
give  us  your  recommendations.  They  will,  I  agaui  assure  you,  be  given 
serious  consideration. 
Mr.  Norman.  Thank  you,  sir. 
Senator  Alt^en.  Thank  you. 

(The  information  requested  above  is  as  follows :) 

The  American  Bankebs  Association, 

WaHhinyton,  />.C.,  October  I4, 191 L 

Hon.  James  B.  Allen, 
U.S.  Senate, 

yetc  t^enate  Office  Buitdino, 
WaahinffUm,  DM, 

Deau  Senator  Allen  :  When  Mr,  Edward  M.  Norman  appeared  before  the  Snb- 
committee  on  Rural  Development  with  reference  to  S.  2228/ you  suggested  that 

I     The  American  Bankers  Association  Hubmit  proposed  amendments  fo  Title  I  of 
S.'2223  which  expands  the  authority  of  the  Fanners  Home  Administration  with 

o    referent'e  to  loans  and  irnints  for  mral  development.  A.B.A.  takes  this  opjjor- 
tonity  to  recommend  tlie  following?  aniendment.s : 

(1)  Section  307  of  the  Coii8oiidate<l  Fanners  Home  Administration  Act  be 
amended  to  eliminate  the  5%  ceillm;  on  interest  rates  that  can  be  charged  by  tlie 
^Fannerfi  Home  Administration,  on  its  farni-owncrship  loans,  water  and  waste 
facility  Uwuis  and  any  other  loans  that  would  be  nmde  inidw  Huhchapter  I — Rfut 
Estate  Ijf)am.  Without  the  recommended  change  the  5%  rate  would  apply  to  all 
the  new  rural  community  development  loans.  The  r>9fc  rate  is  unrealfctlc  t>o<lay 
and  the  Farmers  Home  Admlnistratten  has  previously  recommended  that  the  5% 
ceiling  be  eliminated  and  that  these  rates  he  based  on  cost  of  borrowings  with 
c^>mparable  mattirities  by  the  Treasury. 

*  (2)  Section  1(K>  of  the  bill  be  amended  to  change  the  proposed  wording  of  S*h'- 
.  tion  3(m(a)(7)  A  to  delete  nhirty-flve  thousand  inhabitants"  and  substitute 
in  lieu  thereof  "ten  thousand  inhabitants."  This  would  briiig^  the  definition  of 
"rural  area"  more  in  line  with  the  definition  of  "rural  area"  tor  housing  financed 
by  Farmers  Home  Administration  under  Title  V,  Housing:  Act  of  1949.  It  seems 
that  the  benefits  flowing  from  the  Fanners  Home  Administration  should  be 
dlre(*ted  towards  helping  rural  people.  If  Congress  broad^s  the  leaidlng  authority 
of  the  Farmers  Home  Administration  so  as  to  apply  to  larger  centers  rural  pe<>i)le 
may  find  that  for  all  practical  purposes  they  will  be  left  out  of  the  programs. 

(3>  Your  Committee  has  previously  reported  legislation  that  provides  an  in- 
sured operating  loan  program  ft>r  Fanaers  Home  Administration.  It  is  suggested 
that  this  provision  be  im*orporated  in  S.  2223. 

(4)  Farmers  Honiie  Administration  provides  a  gmirantee  for  farm  ownerbhip. 
housing  and  operating  loans  somewhat  similar  to  the  Small  BuNiness  Administra- 
tion guarantee  loan  program*  The  American  Bankers  Association  is  presently 
developing  legislative  language  to  effectuate  this  rei^mmendadon. 

(5)  Attached  is  S.  2471  introduced  by  Senator  Bellmon,  You  will  note  that 
Section  1  of  8.2471  makes  it  clear  that  the  Small  Bnsiriess  Administration  can 
Ussist  in  providing  credit  to  small  business  concerns  enioKfed  in  farming  o|>ern- 
tions.  Enactment  of  this  provision  permitting  the  Snmll  Business  Administra- 
tion to  guarantee  loans  for  farm  operation  would  make  such  loans  more  attrac- 
tive to  other  investrtrs.  It  would  enable  banks  to  sell  these  loans  and  would  thus 
be  valuable  in  attracting  funds  to  rural  uresis. 

The  American  Bankers  Association  has  established  an  Agricultural  Credit 
Task  Force  which  Is  currently  examining  ways  to  assure  that  capital  and  credit 
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is  available  In  ruraTa^eas.  After  thlH  Task  Force  has  completed  Its  study,  we  ho|)e 
to  be  ijble  to  provide  additional  Ideas,  ♦ 
^Sincerery  yourH,  , 

l4jx€CHtive  Director,  Oovemment  Helat ion H, 

American  Bankers  A  nttociat  I  on. 

(S.  2471  is  as  follows:) 

(8.  2471,  92(1  Cong.,  flrat  n*»8n.J 

A  BILL  To  specifically  uutborize  loans  by  the  Small  Business  Administration  to  small 
business  concerns  engaged  in  farming  opGrations  to  flnanc*  the  production  ojf  asrlca^ 
tural  commodities,  and  to  permit  national  banks  to  Invest  In  agricultural  credit 
corporations 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  titates 
of  Atneriva  in  Congheps  assembled.  That  the  first  sentence  ot  section  T(a)  of  the 
Small  Business  Act  (15  U.S.C.  636(a) )  Is  amended  by  Insertlnj;  after  the  second 
semicolon  the  following :  "or,  in  the  case  of  a  small  business  concern  engaged  In 
"  farming  operations,  to  finance  the  production  of  agrlciUtural  commodities;". 

Sec.  2.  Paragraph  "Seventh''  of  section  5ia6  of  the  Revised  Statutes  (12 
IT.S.C.  24)  is  amended  by  adding  at  the  end  thereof  the  following:  "Notwith- 
standing any  other  provision  of  this  paragraph,  the  association  may  purchase 
for  Its  o\^Ti  account  shares  of  stock  Issued  by  a  corporation  organized  solely  for 
the  purpose  of  making  loans  to  farmers  and  ranchers  for  agricultural  purposes, 
Including  the  breeding,  raising,  fattening,  or  marketing  of  livestock,  but  the 
amount  Invested  In  stock  held  by  the  association  at  any  one  time  In  any  such 
<  nrponitlon  shall  not  exceed  20  per  centum  of  the  capital  sto<-k  of  the  association 
actually  paid  In  and  unlinj)alred  and  20  i^er  centum  of  the  unimpaired  surplus 
of  the  association.". 

Senator  Allkx.  Mr.  W.  Robins,  I  nnderstaiui  you  are,  to  testify 
instead  of  Mr.  Ilolhrook,  is  that  correct  T 
Mr*  Robins.  That  is  correct,  sir.  .    ,  i 

Senator  Allkn.  We  are  delighted  to  ha\e  yon.  And  while  lie  was 
sclieduled  for  this  aftenioon,  since  we  are  moving  a  little  faster  than 
wiv  had  planned,  and  we  did  get  to  start  on  time,  we  will  l)e  glad  to  hear 
froiu  von  at  this  time.  ^  \r    tr  ij.     i  -  ^ 

I  understand  that  Senator  Moss  did  an-ange  for  Mr.  Hifl^i-ook  s  tes- 
tiiiionv.  Senator  Moss  is  one  of  the  sponsors  of  the  legislation.  And  I 
am  Sony  that  he  is  not  here  at  this  time.  Hut  I  am  sure  he  4S  over  on 
the  floor  or  else  tied  up  with  another  committee.  We  do  apj[)reciate  your 
presi^nc^^  here,  and  we  h)ok  forward  to  hearing  your  testimony. 

STATEMENT  OT  W.  B.  .ROBINS,  GENERAL  MANAGER,  UTAH  COOP- 
ERATIVE ASSOCIATION,  SALT  LAKE  CITY,  UTAH,  AND  PRESI- 
DENT, UTAH  COUNCIL  OP  PARMER  COOPERATIVES 

^[\\  Robins.  Thank  yo\u  I  appreciate  being  here,  Senator. 
Mr.  (Chairman  and  members  of  the  committee,  I  api)ear  here  today 
in  su])port  of  S.  22:23— legislation  which  will  create  a  new  financial 
,  svstem,  new  sources  of  credit  for  the  revitalization  of  rnva]  America. 
^  Tlie  crisis  in  rural  America  has  been  clearly  docuiiiented..The  crisis 
of  poveity  in  niral  America,  unemployment,  substandard  housing,  in- 
adequate schools,  inferior  public  services,  deficient  medical  care— are 
all  well  known.  S.  222:^  olfei-s  a  way  to  attack  these,  problems;  it  offers 
hope  of  a  better  life  for  rural  farm  and  nonfann  people  throughout* 

America.  '  ,  .         -r    •  i  ^ '  ^ 

.  My  testimonv  will  be  brief,  less  than  15  minutes.  I  wish  to  support 
particularly  all  of  the  specific  authority  in  the  law,  including  minor 
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anielidnKMs  \vTlicli  we  undei-staiid  will  be  pronosed,  permitting  cer- 
tain typ^Sipf  cooperatives,  specifically  all  bona  fide  nonprofit  coopera- 
tives serving  rural  areas  to  qualify  legally  for  loans  from  the  regioiral 
credit  agencies  (seated  by  h.  2223  if  they  ai-e  unable  to  borrow  from 
banks  for  cooperatives,  c^ininercial  banks,  or  other  (foverinneiit  or 
commercial  lending  institutions.  • 

Despite  the  splendid ^rvice  to  cooperatives  rendered  for  more  tlian 
30  years  by  the  agencies  of  the  Farm  Credit  Administratibn  includ- 
ing its  banks  for  cooperatives  ai/id  Fanners  Houie  Admini^^tration, 
there  exists  today  throughout  the  Sf^tate  of  Ttah  and  the  interniountaiil 
area  and,  as  a  matter  of  fact,  throughout  much  of  rural  Auierica,  a 
serious  gap  in  credit  available  to  cooperatives.  I  shall  cit<ya  few  in- 
stances among  dozens  I  have  encountered  personally — to  illustrate  the 
nature  and  seriousness  of  this  Utek  of  reasonable  credit. 

The  organization  I  manage,  Utah  Cooperative  Association  (a.S8ets$3 
million,  net  worth  $000^000,  voUnrie  $(>  niilHon  annually,  net  earnings 
$90,000)  is  just  now  begmning  to  develop  reasonable  loan  conunitments 
after  30  years  of  business  operation.  For  the  first  time  in  our  historv 
we  were  granted  during  the  pSist  60  days  a  reasonable  line  of  credft 
totaling  $450,000  by  a  Salt  Lake  City  conunercial  bank.  This  money 
costs  us  10  percent  annually.  Wem  we  able  to  borrow  from  the  banks 
for  cooperatives,  tlie  rate  TVould  be  ap])roximately  (>  percent— an 
annual  saving  of  approximately  $17,000,  equal  to  20'i)ercent  of  our 
annual  net  income.  During  the  past  10  yeai*s  Utah  (\)opcrative  Asso- 
ciation l;iaj^  regularly  paid,  throughout  inuch  of  each  calendar  year, 
interest  on  borrowed  moiM*y  at  the  nite  of  10  to  percent  annually. 
Our  disadvantage  in  the  itiarketplace  is  obvious — and  .serious.  Not 
only  have  we  suffered  serious  losses  through  hi<jh  intere^st  payments, 
but  because  even -thevSe  high  cost  funds  have  been  limited,  we  nave  been 
short  on  facilities  and  sJiOrt  on  inventories.  We  have  lost  cjjush  dis- 
couut.s,  missed  volume  btiying  discounts;  and  have  been  unable  gen- 
erally to  carr>  out  expansicili  on  an  orderly  basis. 

At  this  moment,  t'intah  Fanners  (\)operative  at  Roosevelt.  Utah, 
needs  $78,000  to  expand  its  fertilizer  and  petroLenm  facilities.  Inci- 
dentally, this  cooperative!*  is  mortgage  free  except  for  about  irvk(KM). 
Ashley  Farmei's  Cooperative  at  Vernal,  Utah,  urgently  needs  ^IX-MUU) 
to  expand  its  feed-mill  equipment  and  add  custoiri  fertilizer  spreading 
servic'e. 

Sevier  Valley  Cooperative  Asscx'iaMon  at  Hi ch field,  Ctali,  has  a 
legitiinate  need  for  $80,000.  Castle  Valley  Coo])erative  at  Huntington, 
T^tah,  has  art  excellent  proje(*ted  payout  calculation  on  a  nev.'  building 
for  which  $70,000  is  needled.  .  . 

Each  of  thest^  cooperatives  has  a  faiHy  strong  balance  sheet.  Each 
has  a  long  historv  of  reasonably  successful  ()[)eratious.  Three  are  ratcul 
"good'-  and  one  is  rated  "fair"  in  Dun  &  Bradst reefs  current  nitin<rvS. 

For  various  technical  reasons,  partly  because  'of  administrative 
interpretation,  but  inninlv  because  the  laws  specifically  provide  other- 
wise, none  of  these  established  cooperatives  is  able  to  obtain  finaiuMug 
through  tlie  hanks  for  coo})eratives,  the  Farmers  Home  Administration 
or  the  Small  Business  A.dministration.  As  a  matter  of  fact  these  are 
among  the  few  business  corporations  in  the  State  of  T'tah — maybe 
the  only  ones — which  do  not  have  available  an  '^umbrella  of  ])rotec- 
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tion"  in  the  form  of  Federal  Government  credit.  Each  paysj  high 
interest  costs  on  any  money  wHfch  it  is  able  to  l>orrow  and  each  is 
handicapped  in  developi|ig  business  successfully  because  of  the  lack 
of  reasonable  financing. 

There  are  opportunities,  formalized  requests  as  a  matter  of  fact, 
to  Utah  (^oop5pitivo  Association  and  to  my  coHeafjues  at  TTtah  State 
University,  lor  help  in  orpanizinjr  cooperatives  to  ser^e  Utah's  ex- 
pandinjy  apple  p^owin^  industry.  Groups  of  small  dairymen  (20  cows 
or  less)  are  working  desperately  to  form  cooperative  milking  bams 
l)erause  new  s;ini tuition  n^jui laments  now  make  it  mandatory  for 
them  to  operate  on  a  scale  equivalent  to  75  or  100  cows.  Cominercial 
banks  are  not  interesteil  in  **soft  credit"  as  it  is  called  M'hen  loans 
are  made  to  aprencies  of  tbis  kind.  Banks  for  cooperatives  lire  not  iu- 
terevSted.  Small  Business  Adniiuistration  states  tbat  "cooperatives 
are  not  eJipnyPi  for  SBA  lolius."  As  a  re^lt,  Utah  State  TTniversity 
estimates  that  perhaps  1,000  T'Uih  dairjineu — and  Dr.  Morris  Tay-^ 
lor  of  Utah  State,  one  of  its  leading:  ecx)nomists.  told  me  yesterday  this 
fipire  is  nearly  4.000.  perhaps  4,000  dairymen  will  be  driven  out  of 
busineas  in  iVah  during:  the  next  few  years,  many  of  which  could  be 
salvji^red  if  reason^ible  credit  were  available  to  permit  them  to  form 
associations  or  cooperative  milk  barn.s.  Two  or  three  such  "association" 
barns  have  been  organized,  but  we  have  been  forced  to  use  a  stnicture 
of  deliberate  subterfuge,  organizing  as  "for  profit  corporations''  as  a 
technical  matter,  operating  "in  the  nature  of  cooperatives"  in  order  to 
qualify  them  for  SBA  loans. 

AVhat  is  nrg(^iitly  needed  is  a  dear-cut  statement  of  inteiit  in 
S.  2223  whicli  makes  all  types  of  bona  fide  nonprofit  cooperatives 
eligible  for  financing,  if  they  uieet  the  financial,  test  of  the  law  and 
if  they  are  unable  to  obtain  satisfactory'  financing  from  otJier  sources. 

TVliat  is  also  needed,  in  my  judgihent.  is  a  statement  which  requires 
allo<*ation  of  funds  available  through  the  district  banks  to  be  allo- 
cated by  its  board  on  a  reasonably  equitable  basis  to  all  eligible  classes 
of  borrowers. 

Tfhe  language  in  S.  222^  is  dramatic  ami  approprinte,  but  the  .scope 
of  S.  2223  is  so  broad,  involving  overall  ''rural  development"  and  the 
mechanics- and  procedures  so  all  encompassing  that  in  my  opinion, 
even  though,  cooperatives  are  covered  by  the  existing  language  of  the 
bill,  under  the  present  language  they  would  find  exceedingly  low  pri- 
ority. For  example,  capital  generally  must  come  from  private  sources 
under  compli(^ated  procedure.s.  Similarly  an  areawide  multiple-coun- 
ty planning  unit  is  established  whicli  would  have  primarv  purposes 
unrelated  only  remotely  related  to  the  .structured  role  of  a  co- 
0[)erative. 

•  While  S.  2223  certainly  would  encompass  "agricultural  coopera- 
tive??.'' that  definition  is  unduly  restrictive,  for  many  nonprofit  co- 
operatives functioning  in  a  true  cooperative  fashion  and  serving  rural 
people  do  not  and  cannot  nneet  the  technical  requirements  of  that 
de^nition  under  the  law. 

Again,  it  is  only  the  small  and  medium-sized  cooperatives  that  gen- 
erally have  no  source  of  credit  through  any  Government  agency.  St4ited 
another  way?  affluent  agricultural  cooperatives  have  a  Govern ment- 
flj^onsored  "umbrella  over  their  heads"  in  the  form  of  the  banks  for 
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cpopoFatives.  Small  business  ha©  an  "umbrella  over  its  head"  in  the 
fom  of  the  Small  Business  Administration.  Only  small  and  inter- 
mediate);8izcd  cooperative^  which  cannot  qualify  (under  the  law  or 
under  diverse  ana  changing  administrative  interpretation^  for  eith^i: 
of  the  above  are  deprived  of  an  "tmibrella  of  Government  financing." 

My  appearance  here  today  is  in  tlie  hope  that  this  serious  credit  gap 
can  bo  dosed  clearly  and  definitely  by  specific  language  in  S,  2223.  ' 

Of  approximately  80  mai^keting  cooperatives  in  the  State  of  Utah, 
only  approxinfately  10  are  qualified  to  borrow  from  the  banks  for  co- 
operatives. At  least  30  have  no  adequate  source  of  credit  whatsoever. 

If  tune  jpermitted,  I  believe  I  could  demonstrate  rathei^  clearly  that 
the  financing  of  cooperatives  in  the  State  of  Utah  alone  which  could 
reasonably  be  expected  to  be  made  available  would  increase  agricul- 
tural net  income,  conservatively  speaking,  by  $3  to  $4  million 
annually  the  second  year.  As  one  example,  we  forecast  that  the  $90,000 
loan  required  by  the  Ashley  Farmers  Co-op  at  Vernal,  Utah,  referred 
to  earlier,  would  increase  net  farm  income  m  Uintah  (Jounty  by  $200,- 
000  to  $300,000. 

We  commend  the  f^uthoi's  and  sponsors  of  this  legislation.  Thank  you 
for  the  privilege  of  Appearing  before  you  today  to  share  views  which  I 
earnestly  believe  represent  tne  thinking  of  a  substaiitial  majority  of 
Utah's  farmers. 

Senator  Allex.  Thanlc  you  very  much,  Mr.  Hobins.  We  appreciate 
your  coming  before  the  committee  ai^d  giving  ns  the  benefit  of  your 
views. 

As  to  the  suggested  change  to  take  care  of  all  bonjf  fide  noncoopera- 
tives,  I  am  sure  the  committee  would  welcome  any  suggested  language 
that  you  might  be  willing  to  submit.  And  I  ani  not  sure  whether  you 
feel  that  you  should  prepare  something  on  that  or  not.  The  committee 
is  going  to  take  that  under  consideration,  because  I  am  sure  the  purpose 
of  the  legislation  is  to  close  some  of  those  gapsj  not  to  leave  them  out- 
standing. So  I  feel  that  the  committee  woifld  give  very  serious  consid- 
eration to  this  suggestion.  And  certainly  the  members  of  the  staff  will 
work  on  that  and  oring  that  before  the  committee  for  action.  And  I  do 
feel  that  it  is  contemplated  that  these  co-ops  would  be  covered.  And  we 
would  certainlyjje  glad Jx)  consider  the  matiev    ^he  committee, 

Mr,  Robins.  Thame  ycfi.  Twill  be  happy  to  furnish  language  for  your 
consideration  if  you  so  desire.  ^ 

Senator  Allen.  Here  on  page  46. 

Mr.  Robins.  Section  606,  ^Eligibility." 

Senator  Alusn.  On  line  23.' But,  certainly,  you  have  already  spelled 
out  the  possibility  of  langufige  that  might  coyer  it. 

Mr.  Bakeu.  Ijet  me  show  him  the  language  in  the  Star  print,  Mr. 
Chairman. 

Mr.  Robins.  I  am  ^referring  here  to  section  606^  ^hich  does  refer  to 
"cooperative  associations  as  defined  in  the  Agricultural  Marketing 
Act/'  and  then  provides  the  reference  numbers,if  such  associations  are, 
unable  to  borrow  from  the  banks  for  cooperatives,*  corporations,  part- 
nerships—the language  could  be  interpreted  in  many  ways,  and  that  is 
what  I  am  really  afnaid  of,  that  this  whole,  thing  will  fee  interpreted 
as  applying  only  to  agricultural  cooperative  associations  as  defined 
under  the  law. 
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Senntor  Au-^n.  You  submit  some  lan'guage  tliat  you  feel  would  cure 
it    **       /  "  ' 

Mr.  BoBiNS.  DeBcribing  all  bona  fide  cooperatives  serving  the  rural 
areaa  would  da  it.  But  I  will  be  happy  to  crie<*k  it  and  provide  wTiat  I 
think  would  do  it.  ^ 

Seno^tor  Axlen.  This  terrific  interest  you  are  being  called  on  to  pay 
is  stifling  your*gr(^wth  and  the  service  you  can  render;  is  that  not? 
^  Miv  KoHiNS.  It  has  for  25  years.  And  wo  finally  have  broken  tlirough 
in  asmall  way,  biit  it  has  taken  a  lifetime  to  do  It. 

You  see,  when  a  business  cori>oration  of  any  kind,  whether  it  is  co- 
operative or  "for  profit''  biisiness,  is  eligible  for  l>orrowings  only  from 
one  agency,  say  commercial  bankers,  Irninfr  good  busine?teiiien,  bankers 
know  this,  sense  it.  Fsnally  they  are  faced  with  tlie  necessity  of  com- 
peting, at  least  in  theory;  with  the  Oovornment-sponsorod  financing 
agencies,  the  banlis  f<5r  cooperatives,  REA,  SBA,  or  any  unmbcr  of 
others.  Rut  these  smaller  cooneratives,  wliicli  are  a^rricnltural  in  char- 
acter, which  do  serve  gome  urban  and  somiurban  people  partially,  can't 
maintain  the  technical  Irinds  of  membership  inimbei-s  and  tfic  per- 
centage of  business  requirexi  bj  the  fa nn  credit  rules,  and  they  arc  in 
a  no  man's  land,  and  they  are  out  of  businests,  so  to  speak,  with  i:es[)ect 
to  competitive  "money  in  th€i  marketplace. 

Senator  AiXeV.  Aren't  there  other  gtips,  as  well  a^Hhiu,  in  filling  the 
credit  needs  of  rural  America  ? 

Mr.  Robins.  Many.  And  they  have  be>en  clearly  spelled  out  in  this 
law.  T  am  attempting  to  confine  myself  in  the  interest  of  time.  T  am 
deliffhted  with  the  breadth  of  this  law,  and  its  (lej)th.  There*  are  credit 
neeas  that  we  could  spell  out  her  for  a  .solid  hour,  I  suppose. 

Senator  Altjsx.  Yon  feel  that  this  legislation  is  needed  and  that  it  is 
sound? 

Mr.  Robins.  It  is  needed,  it  is  sound,  and  it  is  vitnl.  1  am  impressed 
ivith  it. 

*  I  have  been  watching  rural  America  for  40  years  and  Jiving  in  it. 
Tliere  is  no  question  but  that  this  can  be  one  of  the  most  important 
breakthroughs  for  prrveuting  outmigration,  for  developing  good  life^ 
in  rural  America — T  am  more  ex<'ited  about  this  legislation  than  almost 
anv  piece  of  ecor\^mic  legislation  T  liave  seen  in  10  years  orTuore. 

Senator  Atj.kv.  Can  it  ])e  the  macliincrv  for  <  rcating  job  ojSportiN 
nities  in  many  areas? 

Mr,  ^{oBiNs.  TtVau  be,  and  in  my  judgment  it  will  be,  if  this  whole 
intent  as  explained  in  the  law  is  maintained. 

/Senator  Allkn.  Tn  providing  conununitv  .sem  ices that  will  make  for 
a  better  and  more  meaningful  life  for  people. 

Mr.  Robins.  Right,  absolutely  coirect,  there  is  no  question  about  jt. 

Senator  Allrn.  Isn't  the^lack  of  job  opportunity  one  of  the  chie^ 
reasons  for  the  outmigration'f  rom  niral  areas? 

Mr.  Robins.  The  lack  of  job  op])ortunities,  and  the  lack  of  opportu- 
nities for  getting^ into  busiii<*ss,  fdr  being  an  entrepreneur,  of^  course, 
and  for  engairing  in  farniinir  on  a  proper  basi.s'  And  of  coui*se  the  lack 
of  facilities  in  health  and  the  dcterirtratiuir  quality-  of  educ  ation — all 
of  the  cultural  things  tJi#t  go  for  thc^good  life  are  re'sponsihle  for  mVich 
of  the  outmigpaJjon.  -  ' 

Senator  Allkn\  Thank  you  ver\-  much,  Mr.  Robins.  I  appreciate 
your  oov0^  before  the  subcommittee. 
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Xo\V;  we  have  taken  two  of  the  afternoon  witnesses  already.  I  have 
some  work  I  need  to  do -over  on  tjie  floor  and  in  tjie  office.  Since  we 
BaviB  hjid  Mr.  Norman,  who  was  scheduled  to  appear  at  1 :30,  and  Mr. 
Kin^.is  the  next  witness  scheduled  at  2,  We  will  follow  .that  schedule 

-and  keep  the^schedule  Hereior  Mr.  Kin^f.^Ve  wiJI  recess  until  2  o'clock. 

/And  if  all  witnesses^re  present,  we  wilFtake  Mr.  Kinn:,  followed  by 
Mr.  Ernst,  and  followed  by  Mr.  Watkins,  which  is  the  order  that  they 
are  listedrhefe»in.the  agenda.  So  we  will  recess  how  until  2  o^clock. 
(Whereupon,  at  11 :29  a.m.  the  hearing  recessed  until  2  p.m.  this 

»sameday.)         \  ^ 

»    '     '  AFTERNObN  SESSION 

\    Senator  AliLex.  Mr.'|3i:nst,  wi^  you  come  up,  please  ? 

We  haVe.your  prepa^red  ^atement  bere.  You  may  proceed,  sir. 

STATEMENT!,  0^  LLOYD  A.  ERNST,  ASSISTANT  TO  THE  GENETIAL 
MANAGER,  BASIN  ULECTRIC  POWER  COOPERATIVE,  BISMARCK, 
N.  BAK.  ^ 

Mr.  Ernst.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Lloyd  Emst^^  am  assistant  to  the  manager  of  Basin  Electric  B^er 
Oooperative  h^dquartered  in  Bismarck,  K.  Dak.  We  want  toT^ank 
our  North  Dakota  Senator  Burdick  for  the  invitation  to  make  this 
statement.  ip  ,  "  - 

Ba«ia  Electric  is  a  regional  wholesale  power  supply  cooperative 
organized  and-owned  lia rural  electric  cooperatives  in  eight  States 
of  the  Missouri  Basin  including  the  Dakotas,  Minnesota,.  loWa,  Ne- 
braska, Wyoming,  Colorado,  and  Montana.  TKese  member  coopera- 
tives of  Basin  Electric  serve  the  electric  po^er  needs  of  mqre  than  1 
million  rural  people.  Kural  electric  cooperatives  in  our  region  have 
erased  the  artificial  State  1  ines  that  have  in  ^ome  instances  slowed  the 
development  of  rural  areas.  By  so  doings  our  region  benefits  ffom 
wholesale  power  rates  which  are  among  the  lowest  in  the  Nation.  This 
in  itself  represents  a  major  step  toward  rural  developrr\ent. 
' '  Recognizing  that  this  Nation  needs  to  attack  the  problem  of  rural 
development  6n  a  regional  and  indeed  a  national  basis,  we  strongly 
support  thfe.  concept  of  S.  2223.  We  are  pleased  that  this  legislation  is 
patterriegi  after  the^arm  t^redit  Act  which  established  this  Nation's 
very  useful  and  successful  Farm  Credit  Administration.  The  institu- 
tions created  by  that>.act,  including  the  Federal  land  banks,  ^e  inter- 
mediate credit  banks  and  the  banks  for  cooperatives  have  brought  an 
unparatleled  sourcer  of  financing  to  the  rural  areas  of  our  Nation.  All 
of  these  institutions  are  today  wholly  bwhed  on  a  cooperative  basis 
by  their  borrowers.  This  has  resulted  bemuse  from  the  very  outlet,  this 
.system  was  structured  to  be  controlled  and  ultimately  completely 
owned  by  the  user.' Our  farm  credit  system  has  had  a  healthy  and 
beneficial  effect  on  the  availability  of  credit  to  the  agricultural  pro- 
ducers of  America,  Indeed,  without  such  a  cooperatively  owned  major 
syste^m,  it  is  difficult  to  try  to  say  how  high  interest  rates  on  the  locaJ 
level  might  have  been  over  the  years.  I'm  sure  there,  would  have  been 
times  when  credit  would  have  been  extremely  scarce  if  not  completely 
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unavailable  in  many  of  tKo  local  communities  throughout  the  Great  ^ 
PJaiixs  region.  .  *  ,      .   i  j- 

The  new  credit  system  proposed  by  this  legislatiox^  mcluding  the 
-  Eural  Development  Investment  Equalization  Adraim^otion,  the 
Federal  Rural  Development  Credit  Agency,  the  Fttrm  Development  , 
Administration  and  the  Rural  Enterprise  and  Commumty  Develop- 
ment Administration,  c6uld  become  among  the  most  significant  and 
useful  ajgeneies  in  achieving  the  goal  of  recapitalizing  rural  America. 

We  smcerely  commend  the  many  Senators*  who  liave  joined  to- 
l^ther  in  sponsoring  this  legislation,  and  we  appreciate  their  deep 
concern  jind  dedicate^  efforts  in  this  difficult  job  of  rural  development. 

There,  are,  however,  a  few  snecific  comments  that  we  would  like  to 
make  conceniingtSiis  proposed  legislation : 

1.  tfnder  section  102,  grant  authority  now  restricted  to  water  and 
waste  disposal  projects,  would  be  authorized  for  Other  rural  com- 
munity development  projects  and  the  maximum  amount  of  grants  au- 
thorized in  a  fiscal  year, would  be  increased  from  $100  milli(^  to  $300 
million.  We  certainly  support  this  broadening  of  grant  authority. 
While  water  and  sewage  projects  are  very  important  in  the  com- 
munity development  process,  there  are  other  eanally  important  pro j- 

,  ecte  that  must  be  funded  in  order  to  create  jobs  and  keep  people  in 
%      rural  areas. 

2.  This  legislation  strongly,  and  in  a  number  of  sections,  encourages 
regional  or  multicounty  and  multijurisdictional  plfiinnin^  and  .dei^elop- 
ment.  This  is  a  good  approacli.  Just  as  rural  electric  cooperatives 
learned  some  years  ago  tliat  probjems  of  i)ower  supply  and  trauFmis- 
sion  must  be  approached  on  a  regional  basis  to  find  effective  solutions, 

^  *  so^  too,  many  of  the  other  problems  of  rural  development  are  best 
attacked  on  a  regional  basis.  *        *  - 

'  3.  We  are  convinced  tha1>  it  is  in  the  very  small  rural  communities 
that  development  prmects  encounter  the  most  difficulty  in  securing- 
financing.  Farmers  Home  Administration  now  restricts  its  housing 
loan  programs  to  rural  areas  and  towns  under  10,000  population.  The 
Rural  Electrification  Administration  restricts  th^  use  of  REA  l0an 
funds  to  serving/oBly  the  farms  and  ranches  and  rural  communities  o 
under  1,500  population.  We  believe  this  new  legislation  likewise  should 
be  directed  at  helping  tq  solve  the-|)roblems  ot  the  smaller  nital  com;; 
muiiities.  We  question  the  advisability  of^redefining  niral  areas  in  sec- 
tion 105  of  title  I  and  in  other  sections  to  go  so  far  as  to  allow  Farmers 
"  Home  Administration  financing  in  cities  up  tp  35,000  inhabitants.  In 
other  sections  of  the  bill,  rural  areas  are  denned  as  towns  or  cities 
which  have  a  popvdation  not  in  excess  of  35,000  inhabitants.  In  most 
rural  Statejs  in  this  country,  a  town  or  city  of  35,000  inhabitants  is  con- 
sideredSd" fairly  large  city  and  there  may  be  onlv  four  and  five  cities 
in  the  enthieState  exceeding  this  size.  Such  provisions  in  this  bill  would 
seem  to  slam  the  emphasis  aiid  potential  benefits  away  from  the  truly 
rural  areas  and  small  towns. 

4.  S*»tion  104  of  ti^^le  I  provides  "No  Grant  shall  be  .made  under 
paraioraph  (2)  of  this  subsection  in  connection  with  any  project  unless 
-       the  Secretary  determines  that  the  project  will  serve  a  rural  ar^  which 
is  not  likely  to  decline  in  population. .  .  .'^  It  would  seem  such  a  deter- 
mination may  sometimes  be  very  difficult  to  make,  and  more  important, 

'     ...  ■  ■      ■    "  ^ ' 

Er|c  618  ' 


,613 

it  seems  unfair.  Such  a  ])roviHion  in  the  law  could  be  the  death  blow 
for  many  communities. 

5.  We  are  pleased  that  title  2 — F'ederal  Rural  Development^Credit 
Systems  recog-nizes  at  the  outset  that  farming  and  forestry  form  the 
backbone  of  the  niral  economy  and  that  these  mdustries  must  be  giTcn 
financial  support  so  as  to  adequately  raise  farm  family  income.  We 
cannot  overemphasize  the  matter  of  farm  income  and  a  decent  level 
of  farm  prices.  This  above  all  is  the  most  important  and  far-reaching 
requirement  for' ruraWlfevelopment-  Adequate  and  low-cost  credit  is 
vital  to  family  farmers,  but  creating  additional  credit  sources  is  futile, 
without  attacking  the  problem  of  low  farm  price^s  which  have  persisted 
for  so  many  yeai^s  ami  driven  so  many  thousands  from  their  land  and 
from  the  rural  community  to  the  city. 

6.  We  strongly  support  the  provision  "it  is  the  policy  of  Congress 
to  meet  a.large  part  of  the  need  for  increased  inve^stment  in  rural 
areas  by  ^establishing  a  system  of  borrower- owned  financial  institu- 
tions. .  T^iis  is  however  a  very  comprehensive  (103  pages)  and 
rather  complicated  bill.  In  some  sections,  it  seems  to  us  to  emphasize 
using  existmor  hanks,  savings  and  loan  associations^  and  similar  pri- 
vate financial  institutions  as  first-line  lending  institutions.  A  better 
approach  may  be  to  provide  for  the  establishment  of  new  borrower- 
owned  lending  institutions  at  the  first  le-^el  w„here  individuals  and 
groups  may  go  to  borrow  money  for -.niral  development  projects  and 
program^.  . 

This  would  truly  follow  the  example  of  the  Farm  Credit  Act  which 
established  local  production  credit  associations.  Federal  land  bank 
associations  and  tne  district  banks  for  cooperatives.  This  may  have 
a  better  effect  in  holding  down  interest  rates  than  would  the  alternative 
of  simply  working  through  existing  banks  ffud  pavings  and  loan  asso- , 
ciationsmnd  having  their  loans  to  borrowers  insured  by  the  District^ 
Rural  Development  Credit  Agency  or  a  similar  body. 

7.  Section  <  00-— Special  powers.  Pages  Tl  and  72  of  the  bill  are 
not  clear  to  us.  This  section  would  seem  to  allow  loans  for  just  about 
any  purpose  except  electric  or  telephone  utilities  which  are  supi)orted 
byJederal  or  State  programs  and  are  determined  by  the  Federal  Rural  ' 
Development  Credit  Agency  to  have  attributes  of  public  facilities.  We 
cannot  understand  why  this  seemingly  discriminatory  prohibition  was 
inclucled,  and  we  urge  that  it  be  removed,  if  indeed  this  is  intended 
to  exclude  loans  to  iriiral  electric  ai\d  telephone  systems.  One  of  the 
most  serious  threats  facing  the  rural  electrification  program  in  this 
country  today  is  the  very  real  danger  of  economic  starvation  caused 
by  lack  of  adequate  low-cost  loan  sources.  It  is  our  genuine  hope  that 
this  legislation,  if  enacted,  will  be  another  source  of  truly  low-cost 
financing,  which  is  ou r  most  important  need  today. 

8.  Section  71Q — Teclwiical  assistance  is  certainly  deserving  of  sup- 
port. This  wells  out  verv  clearly  that  the  Rural  Development  Credit 
Agency  shall  have  qualified  personnel  to  give  technical  assistance*  in 
a  \vide  vjiriety  of  rural  development  projects.  It  has  been  our  experi- 
ence tha*^  sucli  assist anc(»  is  irreatly  neerVd  iu  rural  development 
projects.  We  hope  this  is  intended  to  include  providinfir  l)asic  economic' 
feasibility  and  engineering  studies  >oncerning  specific  projects  and 
proposals. 
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9.  Subtitle  G  would  establish  a  Federal'Rural  Development  Invest- 
ment Equalization  Administration.  T\us  section  also  provides  interest 
supplement  loans  to  public  and  private  borrower  and  rural  develop- 
ment credit  augmentation  payments.  A  direct  Federal  loan  program 
would  probably  be  easier  to  administer  and  would  seem  to  be  a  more 
etlVctive  way  to  keej)  interest  rates  low: 

10.  Section  1008.  Tax  exemption  provides  tluU  the  Federal  Rural 
Development  Credit  Board,  the  regional  banks  and  tttfe  District  Rural 
Development  Credit  Agencies  shall ^)e  exempted  from  Federal,  State, 
and  local  corporate  income  t.iixes  and  fro^nll  other  Federal,  State, 
and  local  taxes.  To  help  achieve  truly  lo\VM^)st  financing  for  Ixirrow- 
ei-s,  v,e  believe  this  is  a  desirable  provision. 

We  mentioned  earlier  that  this  is  not  a  simple  legislative  proposal. 
The  organizational  structure  and  various  levels  of  agencies  vvlucb 
won  Id  be  created  mav  make  this  a  nmch  more  difficult  act  to  admin- 
ister than  a  simple,  direct  loan  pmgram  such  as  the  Rural  Electrifica- 
tion Administration  created  under  the  KKA  Act.  We  i-ecognize,  how- 
ever, that  the  pur])ose  and  services  to  be  rendered  by  tliei?e  rural 
development  agencies  are  very  numerous  and  broad. 

We  have  tried  to  nuike  an  objective  analysis  of  this  bill,  and  the 
fact  that  we  have  raised  some  questions  concerning  various  ])r()visions 
should  ceilainly  not  l)e  taken  as  a  lack  of  interest.  We  believe  tliat 
what  seem  to  us  to  be  shortcomings  could  easily  l)e  correlated  by  amend- 
ment. This  legislaticm  contains  many  desind)le  ])rovisions  which  can 
be  highly  effective  in  achieving  a  higher  degree  of  rurai development 
in  thiscouo^ry.  Indeed,  this  is  probably  one  of  the  broadest  legislative 
proposals  dealing  with  rural  development  that  has  been  considei'ed 
by  the  Congress. 

I  have  only  one  final  conunent.  I  understand  that  about  S  weeks 
ago,  the  ])rice  of  Hard  Northern  Spring  wheat  fell  to  06  cents  from 
00  cents  in  various  comunuiities  thmughout  western  North  Dakota. 
This  variety  of  wheat  is  generally  acknowledged  to  be  tlie  highest 
<|nnlity  produced  in  this  country  and  probably  \vt)rld wide. 

As  one  who  has  long  been  associated  with  the  j)roduction  of  wheat, 
it  seemed  impossible  to  me  that  in  our  lifetime  we  would  again  see  the 
price  of  this  basic  commodity  decline  to  below  a  dollar  a  bushel.  Not 
sni(»e  the  terrible  depression  of  the  1030's  has  this  happened.  It  seems 
unbelievable  that  00  to  00  c^ints  for  wheat  should  be  repeated  now  in  a 
period  when  all  other  prices,  except  those  in  agriculture,  aw  at  record 
levels  of  inflation. 

Once  enacted,  properly  fuiulcd  and  administered,  S.  2223  could  re- 
vei-se  the  trends  of  history  throughout  the  rural  areas  of  this  country. 
But  unless  we  achieve  significantly  better  levels  of  prices  farmers 
receive  for  their  raw  products,  we  will  be  defeating  the  very  worthy 
purposes  of  this  legislation. 

,  A^ain  we  commend  the  sponsors  of  this  legislation,  and  we  deeply 
appm»iate  thiy  opportunity  to  state  our  views. 
Thank  you. 

Senator  Allen.  Thank  you.  Mr.  Ernst.  We  appreciate  you  giving 
us  this  testimony.  And  we  appreciate  the  suggestions  that  you  have 
made. 

As  the  sponsors  of  the  legislation  have  pointed  out  time  and  again, 
they  solicit  suggestions  and  recommendations.  The  committee,  I  am 
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sure,  would  appreciftte  it,  if  yon  so  desire,  if  yon  would  reduce  to  writ- 
ing the  specific  recommendations  that  you  would  like  to  make  for  the 
improvement  of  the  thrust  of  the  bill  and  its  covera^^e.  I  assure  you 
''that  the  committee  will  pive  careful  (Hmsideration  to  all  of  our  sua- 
gestions.  *  *^ 

Mr.  Ernst.  We  wil  1  be  happy  to  do  so.  Senator. 

Senator  Allkx.  I  gather  thnt  in  the  main  you  sui)pol-t  the  aoucept 
of  the  legislation/ 
Mr.  Ernst.  Tliat  is  correct. 

Senator  .Vllex.  Making:  available  for  the  needs  of  our  rural  comuui- 
nxttes,  and  for  niral  development,  more  funds  obtainled'tlirou^rh  a  bank 
which  will  ultimately,  aop<ordin^r  to  its  concept,  be  owned  by  the  bor- 
rower that  has  its  initial  infusion  of  Capital  from  the  Federal  Govern- 
ment but  then  turns  to  the  private  sector  fpr  lenclable  funds,  you  ap- 
prove of  that  concept  f 

'Mr.  Ernst.  I  reco^niize  tliat  this  is  the  common  way  that  we  admin- 
ister credit  programs  in  this  Nation.  As  I  mentioned,  we  also  have 
direct  loan  [)mirrams.  And  in  my  view  that  may  ju^hieve  a  lower  rate 
of  interest.  ^Ye  feel  strongly  that  the  present  very  inflated  intei-(^sC 
rates  have  worked  adversely  in  many,  maiiv  ways,^not  only  in  rinul 
development,  but  national  economic  developtnent.  And  we  would  like 
to  see  the  menus,  the  inachinerv'  to  achieve  the  lowest  possible  interest 
rates,  and  not  just  by  subsidizing  existin^r  londin^?  institutions  where- 
tinder  the  Federal  rrovernnient  put  ii[)  the  diffen^nce  for  a  pnrt  of  the 
interest  so  as  to  p^t  the  iutemst  rates  down  teethe  boiTower  for  a 
worthy  need.  That  seems  to  us  not  to  have  the  best  influence  on  check- 
ing interest  rates. 

Senator  Ao.kn.  In  otlier  words,  you  feel  that  to  get  the  lowest  in- 
terest rate  the  best  way  for  the  Government  to  subsidize  such  loans  is 
for  the  Government  itself  to  make  the  loans  at  a  below  cost  interest 
rate? 

Mr.  F^NST*  That  is  correct.  .       '  - 

Senator  Allkn.  But  it  would  actually  be  six  of  one  and  half  a 
dozen  of  another,  would  it  not?  And  the  disadvantage  of  the  Govern- 
ment makinor  the  direct  loans  would  be  that  that  would  be  .c/)vered 
by-^it  would  have  to  go  in  the  market  itself,  and  it  would  increase 
the  drf)t  limit  that  much,  by  the  amount  the  Government  borrowed 
on  a  dirwt  basis. 

Mr.  Ernst.  That  is  correct.  Whether  it  is  bv  FNMA  or  one  of  the 
other  institutions  like  that  that  does  the  bor^wing  for  the  Federal 
Government,  the  interast  rate  has  to  he  paid.  The  Fe<leral  rrovem- 
ment  can,  however,  borrow  money  cheaper  than^another  agencv  or 
smaller  agencies  of  the  Government  can.  And  usiTig  this  technique 
would  l)Q  better,  therefore,  But  perhaps  an  appropnation  creating  a 
revolving  fimd— the  Federal  Government,  we  must  understand,  still 
gets  most,  of  its  money  interest  free  from  t-axation,  And  prpbably 
putting  some  of  that  in^  a  revolving  fund  program,  where  it  is 
loaned  out  and  comes  back  in  and  out  again— and  I  know  this  takes: 
some  time  to  get  started,  but  that  is  one  way  to  check  interest  rates. 

Senator  Allkn.  You  feel  that  there  are  credit  needs  of  the  rural 
.community,  crexiit  needs  if  the  niral  areas  are  to  be  developed,  that 
are  not  being  met  ? 
Mr.  Ernst.  Tha^  is  correct,  Senator. 
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Senator  iVixEN.  Aiid  whetlicr  we  go  the  concept  of  setting-up  an 
institution  which  can  borrow  from  the  private  sector,  or  whether  the 
(iovemnieiit  itself  will  get  into  th,e  business  of  making  still  more  loans 
through  its  existing  agencies,  you  fexsl  tluit  Icndable  funds  should  be 
auulo  available  also  ? 

>Ir.  Ernst.  That  is  corrwjt.  a.  i  i 

Senator  AtuiN.  And  do  you  feel  that  the  rural  development  bank 
oontenmlatod  by  S.  2223  Is  a  souijd  approach,  and  it  will  umke  funds 
available?  i 
Mr.  EiiN ST.  That  is  correct.       \  i 
Senator  Ai^x.  Now,  \vould  yobr  co-op  be  eligible  for  loans  ^ 
'     Mr.  Ernst.  1  understand  that  it  ^ould  not  under  this  bill— it  seems 
to  ine  that  there  Ls  a  si)ecific  prohibition  in  here  that  would  restrict 
thu  agiMicies  fixjm  making  loans  to  electrical  or  tellsphone  systems 
which  have,  as  they  call  it,  attributes  of  public  institutions,  I  believe^ 
and  are  supported  by  one  or  another  publK;  program.  The  unfortunate 
thing  about  that  is  that  REA,  the  USuA's  agency,  is  very  limited,  even 
with  the  greater  appropriation  tliis  ^ear  or  substantially  greater.^  And 
we  are  most  appre<:iative  for  that  increased  funding.  But  even  with 
that  the  rural  el^ictric  i)rogram  in  this  country  faces  capital  starvation 

in  the  years  ahead.  ,      ,      .  i.-  • 

Senator  Au.en.  You  feel,  then,  that  the  electric  cooperatives,  in* 
eluding  the  wholesale  electric  coopemtiv^,  should  be  pennitted  to 

borrow  from  the  bank^ 

Mr.  ERNST.  I  believe  that  iscorrect. 

Senator  Ai.ucx.  I  am  sure  that  recommendation  will  be  taken  nito 

account.  1   i»     .1  i.  1 

Mr.  Ernst.  I  think  it  is  a  good  approacl)  for  the  co-oi)8  to  hav« 
niore'than  one  system  available  as  a  means  of  securing  capital.  True, 
the  co-ops  did  orgiuiize  the  Kural  EkH-trification  Financ*  Corp.-^  FC. 
Bat  ('FC  is  very  limited  in  its  capital  resources,  and  the^extent  to 
which  it  can  help  meet  the  ne^ds  of  the  rural  elect  tics  throughout  the 
Nation  So  this  should  Ixj  ver>'  seriously  considered,  tiiat  under  this 
legislation  another  way  for  ruralj  electrics  to  luthieve  financing  could 

borealizi^d.  ,       ...     -  ^  x 

Senator  Aij^:n.  Vou  make  an  exti-emely  valid  ixunt  when  you  su§:- 
gest  that  no  niatter  much  money  is  made  available  for  loans,  if 
Vve  do  not  have  a  sound  agricultural  economy,  wo  cannot  develop 
runil  America.  That  is  certainly  a  mui^t,  that  is  tiie  platform  on  which 
all  development  must  be  built,  is  it  not  I 

Mr  Kkxst.  That  is  corm  t,  in  rural  areas  certainly. 

Senator  Au.kk.  So  then  you  would  feel  that  the  lack  of  job  oppor- 
tunities and  the  lack  of  proper  community  services  are  some  of  the 
coLTint  reasons  for  the  outmigration  from  the  rural  ^ii*eas? 

Sir.  Ernst.  That  is  cojrect.  As  farm  units  ai^e  consohdated,  cer- 
tainlv  in  our  region,  at  a  rapid  i^ate,  for  tliese  peo[)le  that  move  off 
the  land— there  is  no  opportunity  in  the  small  towns,  there  is  not 
even  any  more  oi)portunitv  in  the  towns  of  1^5,000,  and  they  are 
i|K)ving  to  the  metropolitan  areas,  and  bringing  more  problems  tp 

tliost*  a  reas.  ,  .    i    •  ,    •        •  w 

Senator  Allen.  You  would  feel  that  this  legislation  miglit  serve 
the  dual  purpose  of  creftting  job  opportunitie.s  plus  enabling  the 
smaller  areas  .to  provide  better  community  services. 
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Mr.  Ernst.  We  believe  thiit. 

Senator  Allen.  I  note  also  that  you  approve  the  concept  broaden- 
ing the  j?i*ant  authority  to  allow  uioi-e  coiimumitv  development  services 
to  l)e  eligible  for  grant  than  merely  miter  and  sewer  systems. 

Mr.  EiiNST.  That  is  correct. 

Senator  Allp:n.  Also  vou  i\pprove  of  the  inulticounty  or  multi- 
juriridictional  approach  tliat  is  cout'^niplated  by  the  legislation. 
'  Mr.  Ernst,  ne  do.  And  we  have  exi)ei  ienced  this  directly  in  the 
rund  electric  program,  where  we  liave,  as  I  said,  eimsed  State  Imes,  and 
plan  on  a  regional  basis  now.  That  has  benetiUfd  the  consumer  with 
low-cost  power. 

Senator  Allen.  You  seem  to  feel  un<^er  your  statement  that  the 
definition  of  a  rural  area,  including  conmumities  up  to  35,000  i>opula- 
^tion.  goes  l)eyond  what  is  really  a  niral  area.  And  the  thought  would 
be  that  the  money  would  be  sopped  up  by  areas  that  are  really  not 
rural  areas. 

Mr.  Ernst.  That  is  absolutely  the  way  I  feel.  It  seems  that  we 
have  got  programs  that  operate  in  the  larger  centers  like  the  35,000 
,  or  ei^en  20,000  and  below.  There  is  urban  renewal  to^help  solve  commu- 
nity problems.  Proi^rams  of  HFI),  the  housing  programs  of  HTD  that 
do  not  extend  to  the  rural  comuumities  e.xtensively.  There  are  other 
agencies  that  help  the  larger  towns  that  are  just  not  there  for  the 
smaller  to\vns  in  tlie  runil  areas.  So,  it  would  have  to  be  my  recommen- 
dation that  we  look  at  the  detinftion  of  a  somewhat  smaller  size,  fearing 
that  the  $3f)0  million  that  we  provide  hei'e  could  (juickly.  be  utilized 
to  serve  larger  towns.  We  are  tall5^g  about  needs  in  terms  of  dollars 
far  greater  than  would  be  available  under  this. 

Senator  Allkn.  And  what  would  l)e  the  maximum  population  nuni- 
!)ei's  you  would  recommend  for  that  definition? 

Mr.  Ernst.  We  took  no  exception  to  Farmers  Home  redefininig  their 
authority  to  towns  up  to  10,000,  or  something  thereabouts.  I  think  when 
you  get  to  a  town  of  10,000,  you  encounter  problems  that  are  very 
similar  from  there  oil  down. 

Senator  Allen.  So  that  would  be  one  of  your  recommendations 
to  th^  committee?  v 

Mr.  Ernst.  That  is  correct.  ^ 

.Senator  Allen.  Now,  I  note  also  that  you  object  to  section  104,  title 
I.  saying  that  no  grants  shall  be  made  under  paragraph  2  in  connection 
Avitli  the  project  unless  the  Secretary  determines  that  it  is  going  to  be 
in  an  area  that  is  not  likely  to  decline  in  population.  l  ean  certainly 
«ce  vour  point.  Tt  mi^ht  be  that  the  grant  itself  would  preyent  this 
<lei  line.  It  might  decline  without  it,  but  with  it  it  might  not  decline. 
*  Mr.  Ernst.  That  was  exactly  my  first  reaction  when  T  read  that 
4)mvision.  It  may  be  just  tlie  grant  that  is  needed  t^  help  that  little 
town;  whether  it  is  for  a  public  facility,  a  ^school  improvement  or  a 
community  program  of  ot^e  kind  or  another:  it  may  prevent  the  death 
of  that  community,  and  the  disruption  of  the  lives  or  several  hundred 
j)eople. 

*     Senator  Allen.  Tlie  project  could  revitalise  the  community,  conhl 
it  not? 

Mr.  Ernst.  That  is  correct. 
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Senator  Ai,len.  It  mi^ht  be  that  the  committee  would  want  to 
give  thought  to  changing  that.  It  may  be  that  the  star  print  has  al- 
ready made  Uiat  change. 

Mr.  Ernst.  Senior,  I  would  like  to  study  the  new  draft.  And  I 
appreciate  your  invitation  to  (M)nsolidate  our  points  in  a  letter.  We 
would  like  to  reexamine  that  sec  tion  and  try  to  tit  that  into  our  letter. 

Senator  Allen.  That  is  fine.  We  will  be  delighted  to  hear  from 
ycjuj;  in  fact,  we  look  forward  to  it.  : 

Now,  I  note  that  in  hearing  from  the  various  witnesses  we  have 
some  witne^es  who  say,  this  concept  is  fine,  but  we  feel  like  you 
oug^it  to  operate  through  existing  Federal  agencies.  Your  position  ap- 
parently is  iust  opposite  of  that,  that  it  ought  to  l>e  a  new  system, 
and  a  new  place  or  Dusiness,  new  offices,^,new  agencies,  new  personnel 
and  a  new  progratm  rather  than  to  fit  it  into  some  of  the  existing  pro- 
grams, or  to  w^k  with  existing  lending  institutions,  for  that  matter. 

Mr.  Ernst.  |1  might  go  h^  k— I  jtaiKed  about  creating  first  loan 
agencies — wheKQthe  ultimate  borrower  ^oes  to  get  his  loan.  In  creat- 
ing institutions  fllat  are  owned  by  him  smiihir  to  what  we  did  under 
PCA  and  the  la^id  banks,  and  that  is  in  niv  judgment  a  way  to  help 
keop  the  costs  lower  to  the  borrower,  1  tliou^jht  of  reA-onmiending  that 
*we  adapt  the  existing  P(>A  s  or  land  banks  to  serve  those  purposes. 
However,  I  concluded  that  it  was  outside  of  certainly  my.pnr\'iew 
to  try  to  recommend  sucli  exttMisive  changes  in  the  stiucture  of  those 
agricultural  creditlnstitutions.  I  do  not  believe  that  the  institutions, 
firstline  institutions  we  talked  about  as  needing  to  be  created,  would 
necessarily  jnean  a  lot  of  employees.  I  don't  think  these  would  have 
to  bo  created  in  every  cx)unty — and  Jbhe  idea  is  expressed  about  utilizijig 
multicounty  jurisdictions  uilder  economic  development  a^lministra- 
tiou  provisions — using  those  as  firstline  lending  institutions,  as  I  in- 
tei-pret  the  language — and  I  could  be  wrong  on  that.  1^  would  cer- 
tainly think  tliat  is  a  good  idea,  because  that  would  haTe  uie  semblance 
of  complete  control  by  the  users,  the  public,  and,  therefore,  should  have 
a  good  effect  on  inteitjst. 

On  the  regional  levels,  I  just  do  not  know  of  any  pi-esent  regional 
authority  or  a^encias  that  could  b^  adapted.  Tlierefore,  I  think  the 
new  ones  would  have  to  be  created  if  mdeed  we  go  in  a  direction 
other  than  a  direct  lending  program.  If  we  had  a  direct  leaiding 
program  such  as  Farmers  Home  or  REA,  you  would  need  only  the 
one  level  in  Washington  on  the  national  level,  and  then  working  di- 
rectly through  these  multicounty  jurisdictions,  or  similar  bodies.  This 
would  seem  to  me  to  minimize  the  bureaucracy  that  is  created,  if 
I  can  use  that  term.  There  are  many  approaches  to  this.  We  are  ^oneet- 
ing,  in  a  manner  of  speaking.  I  am  sure  it  is  going  to  haVe  to  oe  care- 
fully evaluated,  which  is  the  oest  way  to  go. 

Senator  Allen.  Tliank  you  very  mucn,  Mr.  Emst.  We  appreciate 
your  giving  us  the  benefit  or  your  views.  And  you  have  made  a  veiy 
valuable  contribution  to  the  record. 

We  are  delighted  that  Senator  Burdick  invited  you^  to  aj>pear 
before  the  committee.  He  is  one  of  the  sponsors  Qf  the  bill,  and  has 
already  appeared  and  testified  in  its  behalf.  And  we  believe  that  he 
arranged  for  the  testimony  of  a  very  fine  witness.     '  ^ 

Mr.  Ernst.  Thank  you.  Senator. 


^  Senator  Allbx.  We  appreciate  it,  sir. 

vMr.  King,  f  understand  vou  have  a  plane  to  catch,  and  also  that 
you  wanted  Senator  Humphrey  to  be  here  when  you  gave  your  testi- 

Mr.  Kino.  That  isn't  quite  mie.  I  am  awfully  ^rlad  to  have  the 
opportunity  to  meet  you.  And  I  know  Senator  ifuuiphrey,  so  it  is  a 
plus  to  te^stify  with  you.  lie  did  ask  that  1  holdover  until  todays 

Senator  Alijsn.  We.raii  holdoif. 

Mr.  Kino,  If  it  is  all  right  we  will  testify.  If  I  don't  make  my  plane 
I  will     home  later. 

My  testimony  is  not  too  long,  and  if  you  would  like  to  ask  ques- 
tions afterward,  or  to  interrupt  

Senator  Allen.  Will  you  proceed,  Mr.  King. 

Before  you  be^n,  Air.  Ivin^r,  I  would  like  to  insert  in  the  record 
a  letter  the  committee  has.received  from  Senator  Stevenson  of  Illinois 
in  regard  to  you. 

( The  letter  referre<l  to  follows :) 

I'.S.  Skxatk, 
Washington,  D.C.,  Srptemher  24, 197 J. 

Hon .  HyuETVT  H .  Ht  m  p  1 1  oic y , 

Cf) airman.  Rural  Of'velopment  SuO'committn*, 

Committee  fm  Agriculture t 

UM.  Seriate, 

Washington,  DJ\ 

Dbah  Mil  Chajiiman  :  The  henringK  that  you  .are  roudfurtiiiff  on  the  Uurni 
Development  Act  are  extremely  Important.  In  this  regard,  I  was  pleased  to  note 
that  you  have  Invited  Mr.  Wilson  King,  of  Rock  Falls,  Illinois,  to  testify 

Mr  King  served  as  a  distinguished  fanner  on  the  President's  National  Ad- 
visory Ck)mmlsslon  on  Rural  Poverty  that  produced  the  excellent  Report  "The 
People  Left  Behind."  Even  more  Important  is  that  since  that  Report,  Mr!  King 
has  taken  It  upon  himself  to  encourage  the  Implementation  of  the  Commission's 
recommendaUons  by  InsUtQtlons  and  agencies  In  the  public  and  private  sector  at 
the  federal,  state  and  local  lovel. 

*w^''iL^*!??       J>^n  a  close  friend  of  two  generations  of  Stevensons.  and  I  know 
that  he  will  make  a  most  slgi^ilficaht  contribution  to  your  hearings  T  regret  that 
because  of  long  standing  schedule  commitments  to  return  to  TlllnolR  on  EVidav 
I  cannot  l>e  present  during  his  presentation  before  your  Subcommittee 
With  best  wishes. 
Sincerely, 

Adlat  E.  Stevknson  hi. 

STATEHENT  OF  W.  WILSON  KING,  KINGLOKE  PAEMS,  KOCK 

FAILS,  ILL. 

Mr.  Kino.  Mr.  Chairman  an<t  meuiher-s  of  the  Hubrounuittee,  I  thank 
you  for  the  opi)ortunity  to  testify  today  hoforo  tho  Rural  Dovolonment 
Subcommitteo.  ^  * 

Mr^  Chairman,  may  T  ooinmond  you  and  the  suboomrnittoe  for  not 
only  reco^rnizing  that  our  problems  of  this  Nation  that  are  social  and 
economic,  are  not  just  the  problems  of  the  cities  alone,  but  of  all  Amer- 
ica, and  that  you  mtend  to  do  sometliing  about  them.  I  think,  as  you 
probably  know,  I  am  a  farmer,  a  family  farmer.  That  it  is  my  only 
occupation. 

As  a  farmer,  I  would  like  to  speak  t)ut  this*mornin<r  on  behalf  of 
le^ifislation  providing  and  generating  capital  for  rural  A/nerica,  to 
attain  balanced  national  growth. 
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As  a  inoinluM-  of  rresideiit  Johnsons  Kuriil  Poverty  Commission, 
I  spent  a  year  and  a  lialf  in  study  and  holding  hearinjrB  ncross  rural 
America,  and  our  (\)inmissi()n  wvoh»  tlie  report,  ^*Tlie  People  I^it 
Behind/'  From  tliis  hiickjrround  and  other  experiences  nnd  as  a  fanner, 
I  would  testify  and  substantiate  my  endorsement  of  tlie  Kural  Develop- 
ment Act, 

Mr.  ('liairmau,  as  you  are  prol)ahly  as  well  aware  as  I  am,  in  the  past 
i:)<r years,  we  came  from  a  D.Vpercent  rural  population  to  a  Uo-pen^ent 
urban  population.  That  transition  has  been  one  of  the  real  strengths 
of  our  Nation.  ,l)aclv^n^>imd  of  learnin;:  to  work— l)einjr  I'espoiisible 
for  some  chore.s  at  an  early  a^e,  willing  to  ^^et  in  that  (^xtra  load  of  Iiay 
before  (piittin^j:.  Thev  caine  to  cities  witli  the  philosophy  of  the  fawn 
j)ack<rround  that  euibruced  motivation,  recognizing?  and  assimiin^  re- 
sponsibility~->the  (puilities  that  soon  found  many  of  them  our  leaders 
ii,i  business,  imlustry,  the  professions,  education,  relijjion,  and  politics. 

Without  a  policy'or  plan  for  this  transition,  up  to  World  War  II,  in 
retrospect,  it  was  a  reasomd)le  and  orderly  transition.  Since  World 
War  II,  the  niijrration  of  the  [)e()ple  from  our  farms  and  rural  America 
to  our  citie.H  represents  one  of  the  most  massive  migrations  of  human 
resources  eN'er  l  ecoi'ded. 

liecanse  of  this  massive  mi^nation,  the  cities  had  and  have  their 
;j:reat  i)roblems,  dealing:  with  rural  mi^j:ration.  . 

A  balanced  natioinil  trrowth  policr.iuust  be  ajuifional  ap})roach.  Not 
a  State-by-State  or  a  city-by-city  a])proach.  May  1  ^ive  an  example. 

Senator  Allen,  If  I  tnay  break  in,  I  have  been  very  interested  in  the 
testinumy  of  the  various  witnesses.  One  testified,  as  I  pointed  out  a 
moment  a^jo  to  Mr.  Ernst,  that  we  on^yht  to  use  existing  a^rencie^j  iti 
providing:  this  credit.  Tie  was  arfr\»in^2:  that  we  oufrht  to  have  a  brand- 
new,  wipe-tlie-.slate-clean  approach  to  it.  One  of  the  witnesses  earlier 
tliis  week  was  testifying?  to  the  fact  that  the  Wtmigration  from  the 
rural  areas  was  brin^jin^r  to  the  cities  the  imemployed  and  the  unem- 
ployable. And  another  witness  was  testifying  tXiat  the  cities  were  find - 
incr  it  hard  to  survive  the  ontniigration  froin^e  rural  areas.  And  an- 
other said  that  the  rural  areas  were  exporTTnjnr  the  young  people  with 
the  best  skills,  the  best  talents,  the  best  abilities.  One  taking  one  ap- 
proach and  one  the  other.  And  they  ar^  both  right.  But  the  rural  areas 
are  not  only  losing  the  [)eople  who  have  lost  jobs  on  account  of  the 
change  in'  the  agricultural  economy,  they  are  losing  the  high  school 
graduates,  tlie  college  graduates,  who  are  not  able  to  go  back  home  and 
find  jobs.  They  are  losing  the  verv  best  of  the  young  peo])le  as  well  as 
the  people  who  have  lost  their  jobs  through  a  change  in  the  economy. 
It  is  interesting  how  one  witness  will  take  one  view  and  one  another. 
But  certainly,  both  approaches  are  correct,  is  that  not  right?  ' 

Mr.  Kixr,,  Both  apj)roaches  are  correct.  And  there  have  been  ad- 
vantages and  disadvantages.  And  T  think  maybe  T  can  point  this  out. 

Please  continue  to  interrupt  any  time  you  would  like  to. 

One  of  my  former  colleagues  on  the  Kural  Poverty  Commission*  Dr, 
James  Bonner,  of  the  Department  of  Economics  at  Michigan  State 
T'niversity,  gave  a  report  to  the  ]\finneapolis  Farm  Forum,  He  sent  me 
a  copy  of  it,  and  T  take  the  liberty  of  retelling  M'hat  he  said. 

Dr.  Bonner  reported  that  after  the  riots  in  Detroit  several  years  ago, 
a  prestigious  New  Detroit  Committee  was  formed  by  influential  citizens 
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to  rebi^ild  Detroit,  and  ci-eate  jobs  for  the  hard-core  poor.  These  gen- 
tlemen  woiked  hard  and  lon^  with  local  business  and  industry.  About 
55,<  W  new  Jobs  were  created. 

A  s^urvey  was  taken  after  this  tremendous  effort,  and  the  project  was 
completed,  and  Detroit  had  a  slight  increase  in  unemployment. 

Everyone  had  Written  and  had  passed  the  word  back  to  the  home- 
folkft  to  come  to  Detroit,  as  there  were  jobs  there  for  them.  It  is  like 
dipping  water  out  of  a  rowboat  with  a  tomato  can,  when  it  is  leaking 
in  by  the  bucketful. 

One  city  cannot  solve  this  problem  alone. 

Mr.  Chairman,  I  am  e.specia4y  pleased  with  the  concept;  and  I, 
being  a  fanner  and  a  layman,  do  not  want  to  get  in  the  mechanics  of 
hdw  the  bill  was  written  or  the  terminology,  because  that  is  not  in  my 
aifea  of  knowledge,  but  T  am  pleased  with  the  concept  of  the  Rural 
Development  Act  for  tapping  the  money  markets  for  rural  develop- 

Very  soundly,  it  encourages  and  gives  rural  America  the  oppor- 
</unity  for  the  capital  generated  there^  to  stay  home,  instead  of  being 
if^oiit  to  the  financial  centers  of  the  Nation  for  investment. 

Tliat  is  a  concept  that  I  am  very  much  in  favor  of.  If  you  or  I  or 
anyone  in  the  country  can  save  a  thousand  dollars,  and  we  take  out 
in.surance  policies,  mutual  funds,  stoclcs,  and  so  forth,  the  money  is 
,  sent  to  the  centers  of  the  Nation,  and  then  it  is  decided  how  it  will  be 
'  invested.  And  I  think  tliat  concept  to  keep  the  money  home  for  invest- 
ment, is  very  good. 

Senator  Allj';x.  Oiu>  witness  pointed  out  that  this  was  a  problem  of 
gathermg  m  the  resources.  As  it  is  now,  small  rural  banlcs  cannot 
finance  the  needs  of  the;community.  But  by  this  process  of  gathering 
it  in,  and  concentrating  it^  then  they  can  act  in  these  areas  where  credit 
is  needed. 

Mr.  Kino.  I  thfck  that  fs  very  important  I  believe  I  read  in  "New 
Frontiers  in  Finance"  that  75  percent  of  our  Nation's  new  creative 
wealth  is  cieated  by  farmers  each  year,  and  that  again  emphasizas 
what  you  just  said.  If  we  could  gather  it  in  and  keep  it  home,  it  would 
he  to  our  advantage. 

Mr.  Chairman,  may  I  urge  that  you  and  your  subcommittee  c/)n- 
tinue  to  take  the  lead  in  redirecting  and  slowing  down  the  exhilarated 
flow  of  capital  and  human  resources  from  rum!  America  As  a  family 
fanner,  I  have  redexli(^ed  my  efforts  on  behalf  of  the  family  fanri. 
I  d()  not  know  how  to  divide  the  selfish  aspect  of  wanting  *to  be  a 
family  fnim  operator  from,  hopefully,  my  desire  to  help  all  America, 
and  my  son  would  like  to  stay  as  a  family  fanner,  and  my  grandson 
wonUl  have  the  opportunity. 

Tlie  American  tamily  farmer  is  the  most  efficient  food  producer  in 
the  world  today.  Many  pople  in  urban  America  think  the  problem  of 
the  farmer  is  the  farmer  s  alone. 

'  Rnt  the  9;")  or  96  percent  of  Americans  have  a  great  stake  in  the  fam- 
ily farm.  We  produce  food  for  16  percent  of  America's  take-home  pay. 
The  nearest  to  that  is  Canadian  farmei-s — there  it  is  33  percent  of  take- 
home  pay.  And  I  think  to  generate  support  for  your  bill,  S.  2223  it 
takes  people  like  yourself,  Senator  Humphrey,  men  who  are  able  to 
,  attract  the  newspapers  and  get  the  headlines^  can  sell  the  American 
public  on  the  idea  that  this  bill  is  important,  that  the  family  farm 
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concept  is  important  for  thoir  woll-bain^.  Wilson  King,  a  faiiner  from 
Montgomery  Township  in  Illinois,  ^ets  no  headlines.  But  I  can  onlj 
urge  men  like  youi-seli  on  the  Agriculture  Committee  who  have  the 
national  forum— I  think  it  would  generate  legislative  support  on 
behalf  of  this  bill.  And  I  am  amazed  and  pleased  that  so  many  Sena- 
tors have  cosigned  this  bill.  And  I  tliink  that  is  indicative  that  some 
lessons  have  b<HMi  observed  recently. 

If  the  family  farm  slips  by  the  wayside  in  the  next  decade  or  so, 
America  will  have  lost  one  of  its  social  and  economic  cornerstones, 

Nearly  everyone's  otFliand  suggestion  for  rural  America  is,  "To  bring 
industry  and  factories  ^ifjto  the  country."  We  can  all  agree — rural 
America  is  still  pretty  well  populated  with  small  industry— the  family 
farm.  There  is  six  ortseven  workers  in  rural  America,  serving  directly 
each  farmer,  And  I  would  hope  my  si)eaking  out  todav — and  I  do  not 
want  to  belabor  the  point— in  behalf  of  the  familv  farm  would  be  the 
main  thrust  of  my  testimony  today. 

The  family  farm  surv  ival  depends  on  two  factors,  adequate  farm 
income  and  the  availability  of  the  increasing  need  for  capital  each  year» 
Today  we  are  addressing  ourselves  to  capital  needs.  Adequate  farm 
income  has  been  touched  on,  but  that  is  certainly  a  large  subject  iu  its 
cTwiu  which  I  do  not  think  it  is  for  us  to  get  into  in  this  testimony 
of  mine  today. 

I  have  with  me  the  current  issuer  of  Top  Operator — published  by  the 
Farm  Joumal.  The  feature  story  is,  "Whc»re  to  look  fotahat  extra 
$fiO  billions  farmers  will  need  in  the  seventies/'  ^ 

This  article  is  good  from  the  standpoint  that  spokesmen  in  the  agri- 
cultural economy  aiv  aware  of  the  need  of  capital  in  the  future.  Its  sug- 
gestions nm  the  gauntlet  of  sources  of  capital  f ^:om  rich  uncle— the 
conventional  sources  of  capital— production  credit,  the  Farmers  Home 
Administration,  and  so  forth.  And  many  times  tliey  are  too  minute. 
And  yesterday  afternoon  and  this  morning  I  heard  many  stories  about 
the  limitations  of  that  source  of  credit,  which  I  do  not  need  to  go  into, 
to  the  suggestions  of  g^ng  public  with  stock.  It  has  no  sound  or 
planned  solution  thatUforesee  the  Rural  Development  Act  would  pro- 
vide capital  in  the  next  decade. 

To  go  a  little  further— and  I  have  written  this  in,  it  is  not  on  there — 
the  projection  of  100  million  more  people  by  the  year  2,000  is  a  chal- 
lenge for  food  production.  The  family  farm  can  and  will  meet  that 
challenge  if  its  energies  and  its  time  and  talents  arc^not  dissipated  in 
trying  to  raise  capital,  but  we  can  get  on  with  the  job  of  productioti» 
That  is  not  on  my  written  testimonv.  I  wrote  that  in.  Riit  I  think  thkt 
is  important.  ^     .  ^  ^ 

The  lack  of  cai)ital  is  a  l  oal  deterrent  to  thc>  family  farms*  survival 
and  the  transition  from  one  generation  to  another.  And  I  am  sure, 
Mr.  (^hai  rman,  that  with  your  extensive  background  you  know  the 
ston-  of  the  family  farm  going  from  one  generation  to  another.  And 
you  probably  heard  friend^  or  liad  constituents  say  something  like 
this :  "It  was  the  saddest  day  in  my  life  when  the  family  farm  was  sold, 
but  I  just  could  not  swiuff  it  financially  to  pav  off  my  brothei-s  and 
sistei-s,  so  T  had  to  go  to  the  city.''  That  is  a  sad  story.  And  the  farni- 
ei-s  themselves  are  a  little  bit  to  blame.  Most  fathers  and  inothei-s 
do  not,  plan  for  that  transition  to  make  it  easier  for  the  son  or  daugliter 
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who  stays  lioni©  an4  Helps  pay  off  the  mortgage  and/hel'ps  keep  the 
old  folks  and  ieivaTd  the^ono  or  two  who  home  ^ith  thie  family. 
So,  tliere  is  some  bl  aine  to  be  placed  on  the  farmer  f ami|y .       >  ' 

However,  there  is  no  other  segment  in  the  business  economy  that 
has  to  refinance  itself  every  generation  like  the  family  farm,Und  now 
like  the  family  farm  is  getting  larger,  the  acreagti  is  greater — and 
thei*Q  should  be  some  leadei'ship  there.  J  will  not  go  into  that  unless 
^  you  want  me  to.  "  , 

Mx\  Chairman  and  membei-s  of  the  subcommitt^,  I  wQuld  like  to 
give  you  a  factual  report  on  a  little  industry  in  n^y  small  hometown,^ 
and  how  it  relates  to  helping  Rock  Falls,  III.,  try  to  l)e  a  viable  town 
in  ^'ural  America.  ./ 

In  the  1890*s  a  iwit  and  l)olt  sho[)  was  started  ij4  Kock  Falls,  to  sup- 
plv  the  Hien  new  and  growing  fanrt  inacliinery  community  of  ^ck 
Island  and  Moliiie,  III.,  50  miles  west.  In  1907  it  was  purchased  by 
Euss^U,  Burdsall,  and  Ward,  and  is  still  a  nut  and  bolt  factorv^.em- 

Sloying  400  workei-s.  I  asked  that  plant  manager  to  give  me  a  br^k- 
own  oi\  direct  sales  to  farm  equipment  accounts,  and  what  it  meant 
to  Rock  Falls. 

Tliey  average  250  tons  to  farm  equipment  ^an!ifacturei*s  a  month. 
That  siipplies  full-time  en^ployment  to  50  employees,  $355,000  in  per- 
sonal income,  $lf>0,000  in  retail  sales  per  yelar,  $115,000  in  bank  de- 
l)osits,  and  are  reanohsible  for  35  other  woijkers  employed.  The  fact 
that  tliis  industry  has  fotmd  Rock  Falls  a  [jrofitable  selling  place  in 
rxmil  America  these  many  years,  gives  us  th^  benefit  of  a  total  of  400 
employees.  And  I  multiplied  400  employee^  by  the  amount  that  50 
eanfed,  and  it  amoimts  to  nlmit  $2,840,000  jiayroU  in  our  little^com- 
m  minnty.  I  give  tliat  as  sort  of  a  tangible  example  of  that. 

It  is  not  imreasonable  to  project  and  assume  when  capital  is  avail- 
able for  our  towns  and  small  cities  to  provide  adequate  schools,  health 
facilities,  recreational  activity,  good  transportation,  tlie  possibilities 
that  industries  will  Ik*  outmigrating  to  these  communities. 

Mr.  Chairman  and  membenrs  of  the  subcohimittee,  the  best  Rural 
Development  Act  ton  and  yonr  colleagues  can  possibly  write  will 
sticceexl  in  direct  i)mportion  to  the  leadership  we  have  on  the  home 
front,  I 

May  I  give  you  another  story.  I  am  surfe  yoti  will  ha^e  a  very 
close  correlation  to  your  areas  in  your  respective  States.  When  we 
were  holding  our  Rural  Poverty  (\)nmiiSvsiori  he^i rings,  the  late  Oon- 
gressman  Joe  Resnick  testified  and  told  this  story  about  his  congr^Sr 
sional  district  in  npstate  New  York.  i 

The  t'ongressman  s  district  was  composj^d  of  Dutchess,  Ulster, 
Colum'bia,  G-reeiie,  and  Sc^hai  ie  (\)unties.i  Dutchess  County  was  a 
boom  county — with  large  IBM -factories  there,  I'l«tcr  and  Columbia 
were  avei;«ge.  His  two  noi*th  counties  of  (Ireene  and  Scholuirie  were. 
,  officially  classified  as  depressed  counties.  T^iey  had  more  population 
during  the  Civil  "War  than  they  did  that  day.  Schoharie  had  the  high- 
est unemployment,  highest  illitera<'y  rate,  and  the  lowest  ()eT  capita 
family  income  in  the  State  of  New  York, 

Congressman  Resnick  conducted  a  survey  of  his  district.  Of  all 
Federal  f\mds,  loans,  and  grants  that  wei-^  available  that  came  into 
his  district,  only  15  percent  went  to  the  two  depressed  counties,  be- 
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caui^tliey  lac^ra  tlic  leadei-sliip,  expeilise,  and  niom»y  to  make  feasi- 
bility studies,  et  cetera.  . 

It  is  sort  of  like  the  old  sayin^f,  ''The  rich  get  richer  and  tlie  [xxn* 
jret  poorer."  I  would  ur<re  tl)c  suhrominittee  to  ^ive  this  serious  thouirht. 
The  Fannei's  Home  Achninistration  had  lots  of  ronmjeiit.  And  I 
g-uess  I  will  reu(l  my  short  narafrniph  on  tJiat,  too.  '  , 

I  served  6  yeai*s  on  tJie  Illinois  tann  and  Home  Administrati(m 
Stat-et Committee.  1  found  that  the  pei-sonnel  of  the  Farin  and  Home 
Administration,  by  their  philosophy  and  training  were  a  real  soiuci* 
of  leadei-ship.  If  tbis  pei'S'r)nnel  cbufd  be  expanded — and  1  have  heard 
many  vei-sions  of  this  here  today — to  s(»rve  and  c<)unsel  tlie  pail  of 
rural  America  that  nmls  the  exi)ertisj»  and  professional  guidance,  it 
would  Ih»  onj?  of  the'npssibilities  of  hllni^!:  the  void  of  niral  American 
leaderehip.  John  Hafifr  handed  jne  a  press  i-elease  of  Chaimi^i  H(J) 
Poage  in  the  House.  And  he  also  lias  a  painigrapli  that  speciH(»s  the 
Farmjers  H6nie  A(biiinistnvtion  as  the  veliicle  for  leadei-shi]),  and  so 
forth.  I  liave  not  had  a  chance  to  n»ad  the  bill.  Maybe  you  have  read  it. 

Our  land-grant  w)lleges  have  done  a  tremendous  job  of  making 
better  and  more  efficient  farmers  out  of  most  of  us.  May  I  su^^.n^st  \v(» 
fanners  share  more  of  their  services  we  enjoy  so  the  P^xtension  Servit^e 
could  put  more  em])hasis  on  this  area  of  rural  America  where  ^tlie 
people  have  been  left  behind.''  It  is  my  observation  where  they  have 
^noved  in  this  diiection  it  has  been  effective  leadership. 

Two  weeks  apo  about  40  men  juet  here  iti  Wa.shington — I  guess  you 
were  not  chairman  yesterday  when  Governors  Bi'eatliitt  and  Tliiemann 
testified — on  the  invitation  of  (rovernor  Breathitt  of  I,veirtucky  and 
former  Governor  Thiemann  of  Xehraska,  we  formed  a  coalition  for 
rural  America.  > 

May  I  quote  Governor  Breatliitt : 

As  members  of  a  rural  coaUtiontwe  hoiw*  to  serve  as  catalysts  in  developing; 
a  rational  polic.v  of  balanced  national  j^rfrnth.  We  hope  to  spur  e<*onomic  «rowtli. 
and  try  t^  mobilize  citizen  i>res8ure  to  revitalize  decaying  communities  In  order 
to  halt  the  exotlns  to  the  cities  and  attract  today's  city  dweller  to  the  robust 
rural  centers  of  tomorrow. 

I  was  a  young  farmer  wlien  we  wen*  emeroring  from  the  de])ression — 
and  I  fruess  you  and  I  are  about  the  same  age.  Mr.  CJiairman,  m)  you 
can  think  back  to  those  years — tlie  ])oIitical  and  econorl^Ibal  wise  were 
saying,  ''Depressions  are  farm  l)red  and  farm  fed.'' 

I  would  like  to  update  that  old  <^ayin^r  for  the  subcommittee  todiy 
and  say,  "The  social  and  economic  j)roblems  of  our  cities  today  aie 
farm  bred  and  fann  f(»d/'  ^ 

To  summarize  what  I  luwe  been  ti'yinp  to  say  this  mornin<i:,  I  strongly 
endorse  the^oal  that  is  a  blend  of  well-or^ranized  and  viable  towns  and 
villa^s,  each  with  its  own  jobs  and  industries,  its  own  recrca^'ional 
center's,  and  with  a  balanced  mitional  growth  sharing  in  the  national 
prosperity. 

We  all  have  seen  hundreds  of  bumper  stick ei-s,  and  there  are  a  very 
few  that  most  of  us  would  want  on  our  C4irs.  1  have  one  exception  that 
T  brought  along,  and  if  I  ^ver  /'•et  arv^ther  T  am^oin^'^  to  pvt  thi-  one 
on  my  pickup  truck  (exhibiting  sticker  that  says,  "I  ixni  ])i'oud  be 
a  fanner"). 

I  am  also  proud  to  have  the  opportunity  to  testify  before  your  sub- 
committee today. 
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*  I  will  be  glad  to  try  and  answer  any  questions.  ,  . 

Thajikyou.  -  ^ 

'  Senator  Aixen.  We  ar^  proud  and  ho;iored  to  have  you  come  before/ 

Jhe  committee  and  give  us  tlie  benefit  of  your  views  -^wd  tlie  benefit  of 
some  of  your  philosophy,  with  winch  we  certainly  tihd  oureelves  in 
agreement.  -    *     .  *  . 

I  noticed  in  your  concluding  remarks  a  statement  that  1  feel  is  sig- 
nificant. And  that  is  that  the  proWems  of  rural  America  are  not  only 
the  problems  of  rural  America,  but  they  liave  a  great  effec*t  on  the 
problems  of  urban  America,  and  that  if  we  can  solve  the  problems  of 
'rural  America,  if  we  can  stop  the  outmigration  from  rural  America  • 
into  the  large  urban  centei^s,  that  we  will  thereby  solve  many  of  the^ 
urban  problems  as  well  while  solving  the  rural  problems. 

Mr;  King.  AVhen  we  visited  a  minute  ag^  about  too  many  coming 
in  and  the  leadership  coming,  in,  I  think  you  and  I  would  agree  that 
up  until  World  War  II  it  w^is  a  reasonably  balanced  migration. 
Everybody  could  not  stay  in  rural  America  that  was  bom  theiv  for 
the  ^Jce  of  progress  and  the  growth  of  our  country.  And  we  did 
contribute  as  farm  people  a  greater  perceiit,  of  lea4ership,  I  think, 
than  the  num.ber  would  maybe  justify.  But  I  think  it  was  an  orderly 
transition,  and  I  think  it  was  the  strengtli  ttiat  developed  our  country. 
B^t  it  has  been  since  World  War  II  that  it  has  gotten  out  of  balance. 

'  It  was  a  tremendous  migration  in  the  agricultural  revolution,  and 
the  upihearal  o*f  things  ^>t  out  of  balance  by  far,  and  there  was  a 
tremendous  movement  of  rural  people  who  came  into  our  cities  ill 
trained  and  ill  equipped.  And  the  universities,  as  I  alluded  to,  helped 
many  of  us  become  more  efficient  fanners,  which  entailed  lar^jer 
'  family  farms.  Industry  and  small  community  business  did  not  develop 
fast  enough  to  absorb  the  people.  They  w^ent-to  the  cities — just  as 
I  mentioned  about  Detroit,  when  .tflie  word  was  passed  back  to  the 
home  folks,  they  flocked  to  Detroit,  and  to  every  city., And  so  after 
World  War  II  it  got  so  out  of  balance,  and  that  is  when  the  prdbleni 
developed— the  cities  were  not  prepared  for  this  tremendous  influx 
of  people.  And  I  have  to  be  car&ful  how  I  say  this,  but  they  r&txUy  * 
were  not  prepared  for  the  sophisticated  ec>onomv  and  job  opportuni- 

\  ties  in  the  cities,  tliey  wei*e  not  the  kind  of  people  that  in  many  cases, 
you  would  want.  And  so  they  had  problems.  I  hope  I  said  that  as 
gefntly  as  I  oould.  . 
^    Senator  AixEX.  I  know  what  you  mean. 

I  was  certairfly  interested  in  yoiir.corinonnent,  too— g^d  maybe  people 
do  not  realize  this — it  is  nice  to  have  you  put'  in  words  that  while^ 
we  are  looking  for  industry  for  our  rural  areas,  we  do  so  often  over-'' 
^look  the  fact  that  we  have  many  small  industries  in  our  farms.  We 
certainly  want  to  preserve  the  institution — and  it  is  an  institution— 
the  ifistitution  of  our  family  farms.  I  was  very  interested  in  your 
commit  that  to  preserve  our  family  farms  v^h  have  got  to  first  have 
a^soimd  a^culturaJ  economy  with  decent  prices  for  the  produce,  of 

'  those  family  farms,  and  theii  with  the  greatly  expanded  need  otx^riSdit 
resouroets,  the  fulT  credit  nepds  of  the  family  farms  of  rural  America 
must  be  met  if  we  are  to  keep  the  institution  otthe  family  farm. 

Mr.  Kino.  If  the  projection  is  Correct  of  100  million  more  peopje 
by  the  year  2000,  which  is  not  too  many  years  away  for  ouX  younger 
people,  just  think,  the  capital  demanded— you  and  I  certainly  cannot 
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visualize  the  present  setup  of  available  capital  ever  being  able  to 
support  the  expansion  in  that  direction.  And  I  am  thinking  of  our 
country  geographically,  beings  beef  cqw  and  calf  man— the  West  is 
pf-etty  well  populated— I  am  tliinking  of  beef-^we  eat  115  to  118" 
pounds  of  be^f  a  y^r.  You  multiply  J5hat  by  the  population  ihci^ease, 
and  wKere  are  we  going  to  get  it?  *  ,»         .  ^ 

.There  is  one  plare  they  can.  go,  Alabama,  Tennessee,  the  OaroHnas,  ^ 
(Georgia,  Mississippi,  and  xVrkansas;  thlpre  is  land,  water,  climate  and 
people  there.  It  takes  a  tremendous  development,  but  that  is  where  ex-* 
pansion  can  come.  It  takes  capital,  but  there  is  great  o{Sportunity  in  the 
"    soirfheastern  part  of  the  country  inthat  category. 

Senator  Aixen.  Well,  we  are' availing,  ourselves  of  that,  and  it  is 
developing  by  leaps  and-bounds.  ' 

Mr.  Kino.  It  makes  your  heart  squirm  to.  see^  what  is  hapj^euing, 
-  with  a  hundred  mij lion  more  people.vi  *^  /  ' 

vSj^nator  Aij.]<:x!  T  was  interested,  too,'  and  I  certainly  a^ree  with 
this-T^d  T  may  not  be  saying  it  jfist  like  you  said  it,  but  1  feel  like 
what  you  were  suggesting  was  that  the  instihition,  the  f amity  farm,  is  a 
whole  lot  more  than  the  economic  aspect  of  the  family  farm  as  u  small 
industry,  ns  helping  build  a  sound  economy.  It  is  a  political  and  a 
philosophical  force  in  thi^  country.  And  the  philosopUv  that  we  find 
at  thf  grassroots  is  part  of  the  philosophy  that  has  macle  our  country 
^  great.  We  certainly  want  to  keep  these  family  farms,  one  of  the  by- 
products of  which  is  a  philosophy ^f  hard  work,  and  free  enterprise, 
and  nigged  individual  system,  and  self-reliance.  We  are  too  much  in 
dansrer  right  now  in  this  country  of  losing  a  lot  of  those  precious 
qualities.  We  certainly  want  to  keep  the  family  faiTn  as  a  breeding 
ground  for  those  great  values  that  we  feci  that  the  Americans.— — 

Mr.  Ktn.o.  You  said  it  better  than  I  did.  Apd  T  appreciate  that  vou 
agree  with  me.^'That  is  complimentary.  But  I  sincerely  believe  that. 

And°I  am  reluctant  to  bring  in  family  things,  but  T  have  three  sons, 
a  farmer  son,  a  Xa\;y^  son,  and  a  biisii^essman  son.  And  tbe  businessman 
son  lstarte<l  when  he  srot  out  of  college  in  Sears  and  ^ebiiek,  and  has 
been  working  with  them.  He  ha^?  told  me  many  timers,  "I  am  sure  glad 
-     you  taught  mehowto  work."" 

Senator  Au.en.  That  is  wonderful.  I  am  sure  that  all  of  your  sons 
^  are  fine  young  metl.  ' 

Mr.  Ktno.1  do  npt  think  they  can  say  'anything  that  will  please  me 
more.  ^  *  „  * 

/  *    ^Discussion  off  the  record.)  '  ' 

Senator  Alt.kn.  Thank  you  very  much,  Mr.  King,  I  appreciate  your  . 
testimony.  T  am  sorry  that  Senator  JTumphrey  w^*^        h^re  and  T 
,kn6w  he  will  be  sorry  Tie  missed  yon. 

Mr.  Ktxo.' We  haA^e  had  a  good  AMsit,  and  I  have,  enjoyed  it.  And  I 
hn ye  added  a  neT^  friend  tQ  my  acquaintance.  So  there  are  lots  of  pluses 
toit.^ 

S^^nator  AtjTtx.  Mr.  Wesley  Watkinp.  '  • 

I  understand  Senator  Bellmon,  our  dij^tinmished  Senator  from 
y"  Oklnhoma,  our  good  friend  and  .member  of  the  committee,  invited 
you  to  appea'nbefore  the  subcommittee  and  nrive  us  the  benefit  of  vour 
vi<>vrs.  ^^nd  we  appreciate  your  commg.  And  we  look  forward  to  hear- 
ing vour  te.st  imony.  And  we  know  thnt  the  testimony  will  be  of  great 
benefit  to  the  committee  in  its  deliberations.         -  - 
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And  as  the  sponsoi-s  of  the  legrislation  have  said,  they  are  looking 
for  and  welcoming  suggestioi)s  on  ways  to  improve  tliis  bill.  And  they 
have  the  thought  of  providing  more  credit  for  tlie  development  of 
niral  America,  And^o  feel  like  yon  can  do  the  same  tiling.  We  wel^jome 
yo^  statement. 

Sl^ATEMENT  OF  WESLEY  W,  WATKWS,  EXECUTIVE  VICE 
PKESIPENT,  PERDUE  INDUSTRIES,  CHICKASHA,  OKLA, 

Mr.  Watkiks.  Thank  you,- Mr.  (Imirman.  And  let  me  express  my 
very  smcere  thanks  for  the  privilege  of  being  here.  ,  ^ 

I  am  WeiSley  Watkins.  I  am  a  businessman  from  Oklahpma,  I, am 
with  Perdue  Housing  Industries. 

I  would  like  to  apologize  because  I  do  not  have  a  prepared  text. 
I  was  in  town^on  other  business,  and  w)iije  here,  went  to  vi«it  niv  good 
Cbngressruan,  Carl  Albert.  Also  I  was  visitijig  over  in  Senator  BeU- 
mon  s  office,  and  Qdv\  William.s,  who  knows  of  my  genuine  and  sin- 
cere concern  about  rujal  America  and^  rural  Oklahoma,  asked  ipe 
to  stay  over  and  testify.  * 

Senator  ALLEX.^We  sure  appreciate  your  doing  that.  And  some  of 
our  very  best  testimony  has  been  ad  lib,  off-the-cuff  remarks. 

Mr.  Watkins.  And  I  would  like  to  say,  sir,  that  I  hope  w(^  rxin  have 
an  informal  discussion—and  feel'free  to  interrupt  at  anv  tin\e  and 
make  any  commei^t.  I  know  the  sincere  concern  that  vou  fiax  e,  and  I 
have  it  too. 

I  miglit  say,  I  had  a  lot  of  business  1  needed  to  <  are  for  in  Oklahoma, 
However,  because  of  my  deep,  dedication  to  rural  America  and  to 
rural,  Oklahoma,  I  canceled  it  to  be  here  one  mov6  day  in  order  to  ap> 
pear  before  you.  And  I  hope  that  I  have  a  few  comhients  or  mayl)e  a 
few  suggestions  that  might  be  helpfnl  from  a  layman's  standpoint. 

In  the  beginning  of  my  remarks,  I  would  like'to  make  a  pre<liction. 
If  we  can  eet  this  bil},  S.  222:^,  pr  a  similar  bill  passed,  we  will  not 
only  keep  the  family  faiTn,  but  we  will  rebuild  the  familv  fa  rm,  I  am 
most  urgently  asking  for  the  passage  of  such  bill,  because  I  know  my 
personal  benefits  f  rom  the  familv  fann.  1  aTu  a  farm  boy  from  a  small 
community  in  the  Third  Congressional  District  of  6klahoma,  the 
little  town  of  Bennington.  I  would  like  to  .speak  to  you,  if  von  do  not 
mind,  from  a  personal  standpoint^ so  you  will  know  why  1  am  dedi- 
cated to  this  movement  to  help  build  rural  America^which  \s  <^vol  ving 
later  than  what  it  should  be. 

You  am  probably  ^familiar  with  the  Arki(\s  and  Okies  movement 
to  Califoniia.  I  was  a  youngster  at  that  time.  My  family  made  three 
differjpnt^rips  to  CalifoiTiia  before  the  war  and  during  the  war  trying 
to  find  employment.  It  was  aft<'r  the  depcession,  of  cour.^o:  and  \n  our 
areo,  of  the  countrv^  peo])le  had  not  rebuilt  and  had  not  been  able*  to 
pick  themselves  up  by  their  bootstraps.  And  I  did  not  realize*  at  tin* 
time  that  because  we  were  so  poor  that  wc  were  nio^-iug  to  ''gh(»ttos'\ 
in  Oakland.  Calif.  But  I  weut  Imck  and  looking  at  our  old  apini-nuMits. 
and  I  realized  that  was  exactly  where  wc  wer  e  livliiir^ 

Also  I  might  say  that  probably  the  deepest  iinpi-int  on  my  mind 
today,  and  on  my  heart,  is  au'exp/'Hence  I  had  as  a  vomigster.  S  years 
old.  T  was  living  in  this  small  rural  conmnmity  of  P>ennington.  Okla.. 
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out  on  Uie  family  farm  with  my  mother.  One  day  in  1952  our  neighbor 
caine  driving  up  in  hi&  pickiipj  up  the  long  lane.  His  pickup  was 
loaded,  down  with  all  the  furniture,  his  mattress,  and  so  forth.  He 
pulled  up  in  front  of  our  ;^rard  there  and  he  hollered  dt  me — ^his  name 
was  Mr.  Hamilton— he  said,  " Wes,  is  your  mother  here"  i 
Ajid  I  said,  "Yes,  she  is.*' 

Oiollered  for  my  niotlier.  Out  in  the  rural  areas  you  do  not  get  in 
trouble  for  hoUeiing. 

And  I  noti(*ed  that  he  had  taken  the  chicken  coops  off  of  his 
pickup.  . 

When  my  mother  came  to  the  front  yard  he  said,  "Miu  Watkins,  I 
would  like  for  you  to  have  these  chickens.  I  am  moving  to  California." 

And  I  remember  a  remark  I  made  to  Mr.  Hamilton  at  that  time, 
because  I  laiew  his  children  very  well^  we  were  close  friends,  we 
worked  in  the  fields  together  many  times — I  asked  Mr.  Hamilton  this 

Suestion,  tod  I  will  never  forget  his  answer:  I  said,  "Mr.  Hamilton, 
o  vou  not  like  to  live  in  Bennington,  Okla.?" 
And  his  answer.  Senator,  was  this :  "Wes,  Bennington  is  a  wonderful 
place  to  live,  but  it  is  a  hell  of  a  place  to  make  a  living.'' 

xVnd  since  1952  as  a  youngster  I  have  had  this  imprinted  on  mv 
mind.  I  have  dedicated' my  time  and  efforts  to  go  on  through  high 
school,  and  when  I  graduated  from  high  school  to  go  on  to  coUege, 
Oldahoma  State  University,  and  major  in  afi:ricultnre,  and  to  return 
to  rural  America  and  to  rural  Oldahoma  to  help  build  it, 

I  would  like  to  echo  your  sentiment  on  t^e  family  f  Arm :  I  think  we 
will  rebuild  them, 

I  would  also  like  to  say  that  it  Ims  beeii  erreat  that  we  have  placed 
emphasis  on  production  in  agriculture  and  the  commodity  approach. 
But  I  would  say  this :  We  have  not  been  encouraging  in  rural  areas  the 
development  of  business  and  industry. 

I  might  mention  also  that  all  the  way  through  college  I  did  research 
and  burned  midnight  oil  trying  to  think  of  ways  to  develop  rural 
Oklahoma.  ^ 

While  I  was  working  on  my  doctor's  degree  at  Oklahoma  State 
TTniverstty  I  wrote  a  pai)er  entitled  "The  Need  of  a  Mufti-County 
Organization  for  tlie  Economic  Growth  of  Southeast  Oklahoma."  I 
was  foi-tunate  enough  to  come  to  Washington  in  1963  to  work  on  my 
doctorate  at  the  University  of  Maryland,  and  I  presented  this  paper 
to  8ome  of  the  people  in  the  Department  of  Commerce.  And  I  am 
pleased  to  say  that  in  1065  Congress  adopted  the  Economic  Develop- 
ment Act  of  1065,  whicli  included  many  of  the  same  concepts  that  I 
had  proposed  in  my  paper.  I  believe  in  the  multijurisdiotional  ap- 
proach in  trying  to  solve  the  problem.  You  have  to  build  an  economic 
base,^a  tax  base  from  which  to  work;  and  unfortunately  most  rural 
areas  do  not  ha\  e  this. 

Something  ver>vunfortunate  was  pointed  out  to  me  in  a  survey  that 
T  made  in  my  liome  nrea  of  southeast  Oklaliomn.  I  made  a  survey  of 
the  high  school  graduates  from  many  rural  communities.  Many  had 
gone  off  to  Dallas,  to  the  west  coast,  to  the  big  cities.  From  this  survey 
96.6  percent  of  them  would  like  to  come  back  home  if  they  could  only 
find  a  job.  They  would  like  to  raise  theif  family  there,  because  they 
think  it  is  a  better  way  of  life. 
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Because  of  my  affriculturdl  hack^i*ound  and  education,  I  am  not*  - 
putting  in  second  place  the  emphasis  on  the  producticm  approach  of 
agriculture — but  I  think  the  key  to  rural  development,  Senator,  is  job 
development. 

I  a^ree  witli  Mr.  Kin^  wholeheaitedly  alxnit  the  family  fann.  But 
unfoitunately,  we  have  not  l)een  able  to  keep  our  youn^  people  there, 
^^^ilri^have  to  keep  on  ^o\\\^  away  to  find  othei:  joljs. 
^       1  Wiink  we  should  think  alon^  these  terms:  What  vehicle  or  what 
means  can  we  approach  this  job  development  and  return  industry  into 
our  area,  or  let  it  expand  into  runil  America  i 

I  say  "our  area/'  1  hope  you  will  arcept  that,  beca\ise  I  feel  very 
close  to  rural  America. 

IM  me  mention  several  thin^.s  from  research  that  I  have  done  when 
I  luid  the  privilege^  Senator,  of  bein^  one  of  the  fii'st  executive  direc- 
tors of  an  economic  development  district  in  Oklahoma.  It  was  my 
privilege  to  serve  in  my  great  southeast  part  of  the  State.  I  enjoyed 
it  vei'y  much.  One  of  the  tnings  we  needed  most  in  southeast  Oklahoma 
was  homes.  This  was  the  main  reason  why  I  went  into  the  Tiomebuild- 
in^^  business.  We  must  have  more  quality  homes  today  if  we  are  going 
to  return  people  to  rural  America.  Senator,  peoixle  will  not  come  back 
to  an  outdoor  John,  and  I  cannot  blame  them. 

I  did  quite  a  bit  of  research  and  analysis  of  our  area,  and  I  would 
like  to  point  out  to  you  some  of  the  problems  and  needs  that  we  found. 
And  incidentally,  let  me  say  this:  1  would  like  to  commend  the  Con- 
gress, because  they  have  seen  and  have  acted  on  many  of  these. 

One  of  tlie  gi^eatest  needs,  of  course,  is  water  supply.  Through  a 
great  job  by  Farmei'S  Home  Administration,  more  water  is  available. 
Tl)is  is  one  of  the  greatest  developments  since  rural  electrification.  And 
T  think  it  will  have  as  great  an  effect  on  America  as  rural  electrifica- 
tioi^.  One  problem  I  have  seen  in  this  area  of  develop  nent  is  that  I 
wish  they  would  build  their  lines  for  future  growi:li  instead  of  ju.st 
the  population  that  is  there  right  now.  Many  subdivisions  are  im- 
])ossible  to  develop  because  they  do  not  have  the  line  large  enough 
to  serve  this  area. 

But  we  are  moving  forward.  And  I  would  like  to  commend  your 
committee  and  othei's  that  have  done  a  great  job  here. 

Sewaire  disposal  systems  are  needed  greatly.  And  T  know  that 
is  true  in  your  community  of  Alabama  as  well  as  In  many  of-the  com- 
munities of  Oklahoma,  Senator. 

Tlie  third  need  that  I  would  Jike  to  elaborate  more  on.  Senator,  if 
I  may.  is  housing,  irousing  is  something  that  will  also  help  build  a 
tax  base  for  the  schools.  For  instance,  in  the  little  town  of  Checotah, 
Okla.,  right  outside  of  Muskogee  about  20  miles,  we  have  built  some- 
thinglike 50  homes.  I  drove  by  there  the  other  day,  and  T  noticed  thev 
had  some  metal  buildings  erected  as  additional  buildings  to  their 
schoolhouse.  They  bave  not  expanded  industry  there  in  Chex^otah,  but 
the  people  are  living  there  and  working  in  Muskogee  and  Foii^  Smith 
and  other  areas,  in  order  for  their  children  to  be  raised  in  this  small 
community.  It  has  created  a  little  problem.  But^e  have  helped  build 
a  fax  base,  because  those  homes  are  going  on  the  rolls  as  new  hom^s. 

Perdue  Housing  Industries  has  a  grerit  social  conscience.  Yes,- we 
are  interested  in  trying  to  help  build  our  company,  but  we  have  a 
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Horial  conscience  also.  This  makes  the  third  or  fouiih  trip  I  have  rna(h* 
to  Wushin^on  to  discuss  with  Carl  Williams  hei;e,  of  Senator  Bell- 
mon's  ofTire.  andConi^reHsmaM  Carl  Albeil's  oHice.  and  other's,  the  needs 
and  changes  in  regulations  that  wowUl  help  huild  niral  America  and 
rural  Oklahoma. 

I  am  j)roud  to  say  that  it  was  our  leadership  that  allowed  the 
Farinei-s  Home  Adrninistration  to  put  into  effect  the  packaging  con- 
ception of  housing.  This  was  an  idea  from  our  com[)any. 

Also,  our  company  wascfhe  liixt  to  pf()[)()se  the  increase  of  F'arm 
Home  to  serve  lO.iKM)  [mpuTation.  Now  the  (juestioji  has  been  raised  of 
ipcrcasiu«r  Farm  Houie  po|)ulation  liuiits  to  $Jir),0()0.  In  talking  t-o  the 
A(hninistratoi-  of  Farm  Home  about  this  several  months  ago,  I  en- 
couraged at  lea.st  1(),()0().  and  po.ssibly  !.'>,()()().  or  more.  In  many  of  these 
rural  conununities  it  is  iin])ossible.  .Senator,  for  a  pei*son  to  get  financ- 
ing for  homes  and  other  things,  because  they  do,  not  have  savings  and 
loan  cx)ni])anies.  Thei'eforc.  they  have  to  turn  to  some  other  means  of 
fnuuHMng.  Aiul  other  means  ai'e  not  thei'(».  (k 

The  third  thing  that  wc  .suggested,  and  we  are  iml  pleased  that  the 
Farmers  Home  Administration  ado])ted,  is  that  auTone  who  is  living 
in  a  city  oi*  town  of  ])()j)ulati()n  of  l(),n()()  or  more  (*an  get  a  home  loan 
through  the  Farn)(*i*s  IIonu»  Administration  if  they  move  back  to  a 
rural  area. 

In  the  ])ast  we  helped  build  ghettos,  because  our  ])eople  could  move 
fiom  the  country  to  tlie  city  and  get  fimmcing  for  a  home,  but  they 
could  not  get  back  out  into  ruwil  areas  and  fimuice  a  hofrie.  T  was  glad 
to  hear  Senatoi*  IImn])hrey  making  tliis  point  y(\sterd'i\y. 

•Semi tor  Ai.tjcn.  Thei*c  aiv  niu)i'e  slum  (Iwclliugs  in  the  country  than 
in  the  urban  ai-ens.^Thcy  jus^  <lo  not  get  the  attention  by  the  iumvs 
media. 

Air.  AVatkixs.  That  is  correct. 

Senator  Hui.i[)UFey  also  asked  a  (piestion  ycstei'day  which  I  want  * 
to  conunent  on:  be  asked,  wliy  is  it  that  ])C()])le  cannot  finance  homes 
outside*  of  th(^  citi(^s  ? 

I  think  tin*  Fai'mc««  Home  has  helped  soK'c  this  problem  to  some 
extent.  Hut  savings  ami  loans  companies  tell  me  this: 

W>  do  not  wntil  to  tnko  the  risk.  We  make  mU  tlie  loans  w««  want  t()  witliin 
15-  or  20-ininiite's  ilrivt^  from  our  office.  AVliy  «o  HK)  or  150  miles? 

Seiuitor  Ai.i,>;x.  If  they  had  a  nmre  liberal  attitude  it  M'ould  help 
S()lv(»  souH*  of  the  problem,  would  it  not  ? 

Air.  ^^^\'I'KI^s.  Ves;  it  would.  And  when  you  get  out  into  rural  ar(VKS^ 
if  you  are  able  to  get  a  convent ioiuil  loan,  the  poor  farm  family  or 
the  families  in  these  rural  areas  hav(*  to'c<)me  uj)  with  or  il5  pei'- 
cent  to  tiy  to  buy  a  home.  It  is  usually  an  impossible  task. 

These  are  thrc(^  things  that  our  comi)any.  because  wt*  have  a  sf>cial 
conscience,  has  spent  a  lot  of  money  out  of  om;  own  pocket  to  get 
a(l()])te(l. 

Aiiother  thing  that  T  think  is  luvded-  -and  which  T  like  to  recom- 
mend, if  I  may  ^  There  is  a  need  for  more  Farm  Tlome  person !iel.  Tlu'y 
an'  doing  more  than  just  the  farm  o])erating^loan^  that  you  and  1  aiv 
ac(|uainte(l  with  in  the  ])ast.  They  aie  working  with  water  di-tricts, 
sewer  districts,  and  nuiny  other  facets  of  bomobfiilding.  They  are  be- 
eomiiig  more  involved. 
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yVe  have  tried  to  hel|>  8trt»aiuline  the  liomebuilding  program  by 
iisinc  the  padkafi^irifr  approach.  Our  cdnipany  pei-spniiel  fill  out  the 
^  application  *^a4'ka;a:e."  Wo  have  relieved  Farm  Honic  and  its  clients 
of  quite  a  bit  of  time.  Before  we  started  this  service,  it  vras  evident 
to  me  tliat  many  »poten^ial  homeowners  did  not  know  how  to  fill  *out 
the  applications;  and, /therefore,  they  would  say,  to  he(;k  with  the 
new  home.  /  •         ^  \ 

Another  thing  I  would  like  to  encounige  would  be  at  leust  a  state- 
wide standardization  of  ap|M?ai^al8  for  homes.  In  Oldahonoa  we  have 
•77  counhes.  These  77  county  supervii^ors  are  worked  to  deatli.  They 
cannot  keep  up  wit-h  the  price  ot  lumber,  with  the  pri^'e  of  plumbing, 
the  price  of  electricity.  Hu^  ^ve  could  up  in  each  State  office  a 
section  for  appraisiufr  so  thatvthey  could  Ujppraise  tlio  construction 
materials  in  the  home,  send  the  annlication  to  the  county  Farm  Home 
,  sujiervisor  who  coidd  ^o  out  ana  look  at  the  home  building  site  and 
put  a  value  on  that.  Tlie  two  appraisals  would  he  your  vp-lue  of  your 
total  home  loan.  Ki;L?ht  now  the  county  supeVvisor  does  all  of  this, 
I  think  if  we  take  this  one  step'this  would  relieve  him  of  considerable 
time.  Just  like  the  packa^in^  |)ro^ram:  this  is  haaic.  lUxt  it  could  do 
a^i:n*at  deal  in  building  homey  in  rural  AnuM'ica. 

Another  thiu^  that  I  would  like  to  enconrafre  would  l)e  to  change 
the  le^slation  to  allow  a  higher  priced  home  to  be  built  in  rural 
America — atJeast  U)  the- liniits^)f  wluit  the  Federal  Housing  is  allow- 
ing in  235  right  now  in  Oklahonui.  We  ai-e  not  allowed  to4)uild  a 
home  in  ruralOklahoma  that  is  even  e<juiva)ent  in  price  to  the  Fed- 
eral Housing  '235,  which  is  for  the  low-income  people  in  the  cities  or 
towns  who  meet  Fedenil  Housing  mpiirements.  I  think  that  is  im- 
just  to  our  nual  people.  And  I  would  like  to  highly  I'ecommend 
that  the  mininuun  that  Fanners  Home  looks  at,  at  Jeast'be  the  extent 
of  what  Federal  Housing  is  doing  with  235;  that  i.s,  going  up  to 
$18,500  for  three-bedroom  homes,  and  for  four  be(lrT)onis  to  $21,000. 
Most  of  the  home  loans  under  Fanners  Honie  ai-e  $'14,000  or  less..  Als<^ 
this  is  a  key,  I  think,  to  helping  huild  the  tax  hase.    J  .  • 

The  fourth  thing  1  would  like  to  mention  is  tliat  while  F'armers 
Hoine  has  made  giant  strides  in  becoming  more  progressive  }u*ross  the 
Xation  concerning  subdivision  developments,  they  are  only  able  to 
niake  loans  to  nonprofit  organizations  for  subdivision  developnient. 
Senator,  I  have  been  into  many  rural  towns  talking  to  Tvioiis  Clubs 
and  Rotary  Clubs  and  Chambers  of  Conuncrcc  and  so  on.  These 
people  in  nonprofit  organizations  do  not  liaie  time  to  administer 
the  development  of  a  subdivision. 

I  wonder  Mluit  is  ^vrong  M'itlrniaking  the  loan  to  j>rofit  organiza- 
tions/if it  will  helj)  build  rural  America?  And  I  wmlfd  like  to  highly 
encourage  that  this,  rest ri(^t ion  be  changed.  I  believe  such  a  change 
would  be  quite  effective  in  hel|)inir  build  nual  America.  I  think  the 
adoption  of  the  regulation  Mas  Avell  intended,  but  the  implementation 
of  it  limits  subdivision  development. 

And  T  would  like  to  add  at  this  time.  Senator,  that  T  think  most  of 
tlie  bills  passed  by  Congress  for  the  people  are  great,  but  problems 
occur  in  the  implementation  of  some  of  them. 
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Fifth,  I  would  like  t^encournpe  passage  of  the  bill  that  would  in- 
ciVase  the  family  iiu^oine  limits  for  homes  in  rural  America  throufrh 
Fanners  Home.  Right  now  they  c^annot  ex(»eed  an  income  of  $8,0(J0. 
Again,  in  many  of  these  romnnuiities  thei'e  is  no  place  that  they  can 
get  honm  financing  other  than  thnnigh  Fanners  Home. 

And  sixth,  I  think  one  of  the  crucMal  things  wo  iieed  to  encourajre 
is  an  attitude  change.  This  probjem  was  discussed  yesterday  by  Mr. 
Partridge  of  the  Rural  J^ectric.  Farmers  Home  men  are  directly  re- 
sponsible for  their^PTTonnance,  and  this  makes  them  ultraconserva* 
tive  about  new  ideas  to  help  rural  i)eople.  I  would  like  to  encourage 
that  this  be  changed  to  allow  a  fidelity  bond  io'^l)e  set  up  so  they  are 
protected  against  error,  nnd  held  responsible  primarily  for  fraud 
and  dishonesty.  I  think  this  will  allow  these  people  that  are  in  the 
field  working  with  rural  citizens  to  l)e  of  more  service  than  what  they 
are  right  now. 

Another  suggestion  I  would  have — somewhat  unrelated  to  housing, 
hut  in  this  area  of  development — is  the  need  for  manpower  training 
in  rural  America*  have  developed  a  Voc-Tech  system  in  our  area. 
And  we  have  ht^d  to  aijk  the  people  trt  train  their  people  in  order  to 
be  shipped  out  of  the  county  for  lack  of  available  joos — which  is  liard 
to  get  tnem  to  vote  a  tax  for.  But  let  me  say  thi»:  In  southe^ist  Okla- 
homa I  have  asked  this  question :  "Where  are  your  loved  ones?"  And 
most  ])eople  admit  that  tlieir  (^nldren  and  grandchildren  have  move<l 
from  southeast  Oklahoma.  So  they  voted  a  tux  upon  themselves  in  or<l(»i' 
to  ti-y  to  train  their  people.  Even  if  we  train  them  and  some  of  them 
move  away,  it  is  better  to  send  them  trained  and  skilled  for  jobs  in 
the  city.          o  * 

Seventh — and  this  getH  to  the  meat  of  this  Senate  bill  2228 — is  the 
jrreat  need  of  Nvhat  I  call  venture  capital.  You  might  want  to  call  it 
mvestnient  capital.  But  we  have  got  to  turn  the  c4ipititl  bark  to  niral 
America.  In  the  cities  biVsincsses  (*au  get  the  capital  they  need.  But 
we  know  the  cities  have  a  problem,  as  Mr.  King  ipentioned.  This  has 
been  brought  about  l)ecause  of  the  out-migration  of  many  of  your 
j)eoi)le  fix>m  Alabama  and  our  people  frpni  southea.st  Oklahoma.  Hut 
we  have  credited  a  cancer:  a  hard  core,  urban  problem  which  is  going 
to  cost  billions  to  try  to  solve.  And  if  we  are  to  promote  niral  America 
lA'  working  to  develop  rural  America,  we  can  do  it  much  more  oco- 
noniically  than  to  try  to  go  into  the  cities  and  o|)erate  with  the  can(*er. 

So,  I  think  that  you  are  getting  to  the  heart  of  helping  to  develop 
nual  America  by  setting  np  a  vehicle — and  I  am  not  one  to  argue  or 
debate  the  exact  means — I  would  hope  we  could  administer  a  program 
with  existing  agencies  so  more  dollars  would  get  to  the  people  at  th^ 
grassroots. 

Eighth — anxl  this  is  the  last  major  i-ecommendation  I  will  jjiake 
today — we  need  tax  inwitives  for  indiLstry.  I  believe  the  Senatip^  bill 
2223  actually  does  this  to  a  certain  extent,  hut  I  wc^iild  like  to  take  it 
one  step  further:  the  tax  incentive  for  industiT  that  will  expand  in 
rural  America.  Also  if  tliey  will  hire  and  employ  a  ]>ercent — I  use  the 
figure  of  20  percei^t — of  the  people  from  the  hard  core  cities.  This  way 
we  \\\\\  disburse  from  the  cities  a  lot  of  their  problems,  Senator.  For 
instance,  if  we  had  an  industry  of  100  employees  locating  in  my  home- 
town and  we  used  20  percent  of  these  from  the  cities — and  a  lot  of 
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these  <30uld  be  the  lbvedi  <>ii<^  from^ie  area  who  would  like  to^^eturn. 
A  Irainitig^program  should  be  set  up  automat  irally.  These  [)eopl^^could 
have  biitter  homes  in  their  town  tnan  what  they  moved  from  in  the 
city.  So  we  coiiW  allow  the  tttx  incentive  to  the  industry  to  coriiie  to 
the  areci,  provide  the  venture  oanitaK  and  nlj^)  add  to  this  an  incentive 
to  utilize  20  percent  of  the  people  who  are  iiv  the  hard  core  nnemptpy- 
mentapeaROf  the  cities.  \ 
Getting  names  of  persons  wanting;  to  relocate  could  be  worked 
easifjr.  The  imemployment  offi(»e  would  only  add  two  questions  to  thel| 
application:  (1)  Where  do  you  consider  your  home  to  be?  and  (2)  ir^ 
we  could  find  you  a  job  there,  would  you  like  to  ffo  back  ^ 

This  could  be  worked  on  a  computer  and  sent  out  immediately  to 
all  these  areas.  And  then  we  conld  brinf?  back  home  a  lot  of  those  people 
wh^  would  like  to  come  home  here  and  raise  their  families. 
Senator  Altj^n.  I^pt  only  stop  the  outmipfration.  but  reverse  it. 
Mr.  Watkinh.  Exactly.  They  will  come  back  and  they  will  prob- 
ably want  to  build  on  20  acres  or  f>0  acres.  They  will  build  back 
to  a  certain  extent  the  in.stitution  of  the  family  farm.  We  will  start  re- 
building— not  only  just  industry,  but  rebuild  tlie  family  home  situa- 
tion becatise  they  Will  raise  their  children  out  in  the  rural  area  with 
a  few  calves  and  some  ho^,  e\  en  though  they  will  be  working  in  town 
with  the  industry  and  making  their  primary  income.  This  will  solve 
many  of  our  social  ailments  in  the  cities. 

Now,  Senator,  I  think  the  beauty  of  this  thing  is — and  I  get  enthused 
about  this  fa^or — we  disperse  the  hard  core  problen^s  out  of  our 
cities.  They  all  do  not  go  to  one  town.  Mnvbe  20  of  these  people  will 
to  my  hometown  of  Bennington,  Okla.  ^T^^enty  more  or  thenvmay 
going  to  Norman  or  many  other  towns  where  industry^^  expanding. 
You  are  not  jamming  everyone  into  one  ar^a  again,  but  you  are 
gradually  pulling  these  people  out  of  their  social  problems.  The  social 
})atteni  would  be  broken  ifp  in  the  various  areas  throughout  the  Na- 
tion, and  it  will  be  a  process  to  start  breaking  down  the  city  prob- 
lems and  i-ebuilding  rural  America.  Over  a  period  of  time  it  will  solve 
the  ills  oi  a  lot  of  our  cities*  because  where  there  are  three  familie^'li v- 
ing  in  an  apartment  today  in  New  York,  one  of  these  would  probably 
pull  out  and  come  back  to  Alabama  or  come  to  Oklahoma,  And  so  the 
process  would  go. 

I  think  the  meat  of  your  bill  is  great.  And  I  urge  the  adoption  of 
something  of  this  nature,  utilizing  as  much  as  l>ossil>le^the  present  ad- 
nrinistering  agencies  if  we  can.  ^ 

I  would  like  to  encourage  t<vo  other  things,  feoth^f  which  are  ele- 
raen^ry  in  some  respe4?ts,  but  important  from  a  lawhcija's  viewpoint. 
I  appreciate  this  opportunity  to  speak  to  you  and  r  recommend  that 
you  also  allow  laymen^,  who  are  trying  to  unpleme nt  these  programs, 
to  testify  before>committees.  Sometimes  laymen  imdeMarul  where  tlie 
problenis  lie  and  why  le^rislation,  .which  has  the  greatest  intent  in  solv- 
ing problems,  fails  in  being  implemented. 

I  sincerely  appreciate  your  allowing  me  to  be  heard  on  this. 
And  second^  Senator,  if  you  are  able  to  pass  such  a  bill,  put  in  it  a 
regulation  for  hiring  professional  type  people  to  implement  the  pro- 
gram. Too  many  times  the  piems  of  legislation  that  Congress  has 
passed  are  in  the  hands  of  people  who  are  only  wanting  a  paycheck 
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and  ore  hot  dedicated  into  building  rural  America.  And  I  hope  yoH 
can  have  concern  built  into  a  system  so  that  dedicated  professional 
people  are  hired  who  will  not  look  at  the  clock,  and  wiU  not  try  to 
just  get  a  paycheck  and  say,  ''to  hell  with  other  people," 

I  mentioned  Mr.  Hamilton  earlier  in  my  remarks,  I  think  if  we  can'^ 
help  build  rural  America,  I  will  pi-obably  meet  Mr.  Hamilton  or  otliers 
of  my  former  nei^hboi-s  on  the  streets  m  southeast  Oklahoma  one  of 
these  days.  And  I  think  he  will  answer  me  like  this :  "Wes,  southeast 
Oklahoma  is  a  great  place  to  live,  but  even  a  lietter  place  to  ms^ke  a 
living." 

And  that  is  my  goal  in  life.  ^ 
Thank  you. 

Senator  Allk^.  That  is  mighty  fine,  Mr.  Watkins.  I  appreciate  your 
fine  testimony.  I  assnire  you  tliat  the  conunittoe  will  give  careful  oon- 
sjideration  top^our  wonmiendations.  I  appreciiite  vei7  much  your 


appearance  bwore  the  committee. 

Mr.  W  ATKINS.  Thank  you.  It  was  niy  ple4isure. 

Senator  Au.en.  This  concludes  the  public  hearings  on  the  two  rural 
development  credit  and  investment  hills  now  under  consideration  by 
the  Rural  Development  Subcommittee  of  the  Senate  Committee  on 
Agriculture  and  Fore^h^.  The  record  will  i^main  open  for  1  week 
for  additional  statemen\s,  and  for  the  suggeste<l  improvements  that 
we  have  requested  from  the  various  wtnesses,  or  any  suggestions  that 
any  witness  care  to  make  to  the  comni  ittee. 

So,  the  sulK'ommittee  hearings  on  rural  development  credit  bills  is 
adjourne^. 

(WTiereupon,  at  3:40  p.m.,  the  subconimittee  was  adjoumod,  sub- 
ject to  the  call  of  tlie  Chair.) 

(Additi  onnl  statements  filed  for  the  record  are  as  follows:) 

STATK\fp:vT  OF  Ho.N.  Fravk  K.  AfosH,  A  T\S.  Skxatou  Frou  trk  Statk  of 

FTAIt 

.Air.  ChairnUHK  I  am  (W'lijfhttHi  to  h«v*»  this  oi»[»ortiinity  to  comiiH'ut  on 
S.  222.*^  tho  (\»n»coli<lnte(1  Farm  and  Hurnl  Dt^volopniont  A<-'t.  TIiqs<'  of  ns  (h>- 
H|M>nsorin^?  this  inoasnre  hollevp  It  wUl  mnkc  n  Hiprnlfi<*ant  oontrihutioii  toward 
tUy  solution  of  thr  rural-iirhan  inilmlance  l«K-auKt»  it  corurrnH  a  Vital  t'lement 
in  niral  roflovi'lopment :  tlie  sni)pl,v  of'capital. 

The  t'xodns  of  rural  Inhabitants  to  nrhan  centers  has  been  explained  In 
coiintleKS  studies  over  the  past  quarter  centnr.v.  ['ntil  a  relatively  re<  t  nt 
iH'riod,  it  wa.s  rep:ar(U.d  as  a  more  or  less  normjjil  proot^ss,  ancf  we  cxplnln<Hl 
it  in  terms  that  have  tended  to  lH'(tf)ine  almost  a  rliche:  men  have  always 
mi^rrated  to  cith^:  vitU^  are  the  e<W(»rs  of  culture  and  knowle<lffe.  tiiiarKe 
and  indiiiJttry.  and  most  of  nil.  opportunity. 

In  recent  yearn,  however,  as  our., urban  <»enterR  have  eome  to  he  reeoj:rdze<l 
not  so  mueh  for  their  former  vintnes  as  for  their  present  sins,  there  has  been 
a  chancre  in  the  country's  attitude.  Thos^  of  us  who  have  Ion;;  been  <T>nrorned 
about  the  dryiuK  up  of  rurKl  America  hope  that  this  , changed  attitude  spells 
U  hiurher  priority  for  this  affpert  of  Ameri(»an  life. 

There  Is  h  .set  of  facts  that  des<-ribes  the  niral-urbrtn  imbalance  In  terms 
of  rates  of  rural  outmipratiou  and  urban  concentrations.  These  are-^o  well-* 
known  as  imt»  to  need  re])eatinp:.  But- within  that  set  of  descriptors  is  on^^ 
Item  that  temts  to  obscure  an  extremely  important  problenit  i;elating  to  the 
tr(>verr)ment's  role  In  rural  development.  Tliat  Is  the  fact  that  only  about 
one-fifth  of  the  rural  population  consists  of  farm  i)eoiyie;  thf  otier  four- 
fifths  comprise  the  rural  non-farm  people  who  live  In  the  countryside  or  in 
small  villages  and  towh&  - 
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Typically,  Ft»<U»riiI  pro^nuim  aiuipfl  nt  revitalizing'  or  HUpi^ortin^^  tlie  eroii- 
otny  have  been  ulmed  at  eitlicr  iir!)an  or  farm  iw)pulatlonH:  and  Honiewhore  in 
the  (-oiK'ept  that  (llviden  tlie  ronntryn  population  Into  city  or  farm  Ki{t<»rM. 
thoM*  who  live  in  ninil,  Imt  nonfarni  Anieri<-a  !inv<»  l)f»on  j^hort-i-lianfjw?.  TIiIh 
ix  tlie  reanoii  behind  the  proiM>se<l  ('on>i4>lidnt(Ml  Fann  and  Rural  Development 
Ait. 

Two  major  i»rovisions  are  eoniimsned  by  tbo  bill :  * 

FirHt.  it  would  make  nouje  rlian{;eH  in  the  pr<*s<Mit  Fiirm  CrtMlit  System  to 
ma  ice  it  pf«wlble  for  the  Department  of  AKricultnre  to  be  more  mqioimive  to 
the  nf*e<lH  f>f  public  and  private  horrowerH  to  furtber  tbe  {5t>alH  of  fanu  and 
nonfarin  ninil  development.  Tbe  bill  redeflneH  niral  arean,  an  itsed  in  sec- 
tlou  30U  of  tbe  present  Farmerw  Home  Adndnlst ration  Art.  to  Include  cltleH 
and  towns  of  up  to  35,000  inhabitants,  aH  compared  with  the  5.500  llndtatit>n 
•presently  In  effiK  t.  It  expands  the  FamiePH  Home  Adininistraticm  autborlty  to 
make  or  luHUpe  UmuH  to  prospective  borrowers  for  any  rural  community  devel- 
opment projei-t  that  ban  the  iK)t4*ntial  for  proTldin^  f»mployment  and  Kervic<>44 
to  fanu  and  rural  nonfarni  residents.  It  also  sets  n  hroad  definition  to  tbe  term 
<J.  '  rural  couun unity  development  pn».1ect**  to  Imlude  alma^t  any  kind  of  pro]- 
ec-t  that  would  enhance  employment  opiK>rtunitieK.  investment  pros|KM'tH.  and 
tbe  <|uality  of  life  in  rural  Americji,  It  requires  that  aided  projects  be  con- 
sistent witb  State.  pM-al  or  multljurisdlctional  plans  for  develoimients  of  the 
area  in  which  tbe  pn>[>osed  pn>je<-t  is  to  1h»  Im-ated. 

Tbe  proposal  bill  wcmld'al.'co  expand  the  ffrnnt  authority  under  .section  30(; 
of  tlu»  Fanners  Home  A  dm  in  i.-^t  rat  Ion  Act  from  the  presently  authorlzefl  .?100 
million  iw'r  year  to  $3(X>  million,  and  autborizes  the  Se<retar>*  of  AprricuUun* 
to  nmke  urjints  to  tbe  newly-defintKl  rural  mi  in  unity  development  praje<-t54. 
At  present.  .Ru<-h  prrants  are  |;^ite<l  to  water  and  waste  dlsxJ'^^l  proje<-t.s. 

Tbe  se(t»nd  major  K(»al  of  tlie  bill  is  the  establlslunent  of  a  non-farm  Rural 
rr«^(IIt  Sys^'m.  wbich  in  general  teri^  imrallel.s  the  prejaent  Fanii  (^.redit 
System,  tii'provide  both  fiubsldies  and  hard  loans  for  qualifying  niral  develop- 
ment proje<'ts,  AdministrQtion  of  tbe  System  would  be  vested  ki  a  Rural  Devel- 
opment Investment  Administration,  wblcb  would  overKe*^  tbe  operation  oT  ten 
Rural  T>evelopment  Banks.  Financinp:  of  tbe  system  is  provided  in  tbe  form 
of  a  p:ovemment  snbs<*rlption  of  some  .S2  billion.  Iif  ten  annual  payments  a  vera  p:- 
Inu  JS;*i(M)  millicm.  This  would  enable  the  system  to  issue  $2  to  $3  billion  a  year  in 
debentures  and  ImhwIs  at  the  outset,  increasing  to  billion  or  mrtre  when 
full  borrower-owned  status  is  achlevefl.  The  bill  contemplates  that  most  of  the 
capital  woiUd  ultimately  come  from  private  smircas.  as  is  the  case  with  the 
Federal  I^nd  R.ink  system,  wbicb  today  oi^erates  without  any  Federal  capital  I. 

Amon^r  the  j)rovlsicms  of  Title  I  Is  one  to  wblcli  I  wisb  to  direct  the  Committee's 
special  attention.  Tliis  pn)visi(ai  iiuthorizes  the  Secretary-  to  i^emiit  certain  tyijes 
of  cfK)|K»ratives.  si»e<-if1cally  all  lM>n)i  fide  nonprofit  c{M»iM»ratlves  servinp:  rural 
areas,  to  qualify  lej;ally  for  loans  froni  re^donaj  credit  np:enci(\s  creato<l  by 
S,  222.*?  If  thc»y  are  unable  to  borrowjj^om  banks  for  c*)op*»rativeH.  commercial 
banks  or  i>ther  irovernment  or  comnTemal  lending  institutions. 

On  March  3.  T  intrcMluciHl  S.  1004.  a  bill  to  amend  the  Farmers  Home.Adndn- 
istration  Act  of  1001  to  authorize  loans  and  j;rant.s  to  both  exlstinp:  and  new 
cooiH'ratives  unable  to  secure  alternative  financing.  I  stated,  when  Introducing 
the  niiMi.su re.  that  it  would  fill  a  serious  credit  prap  in  the  rural  economy. 

There  exists  today  throup:hout  the  State  of  T^tah  and  the  Intermountain  Area 
a  seri(ui.<  ;:ap  in  criHlit  available  to  cooiK'ratlves.  T'nder  Title  III  of  tbe  Kco- 
nomic  Opportunity  Act,  the  Farmers  Home  Administration  had  (until  recently) 
authority  to  make  loam*  to  jniral  prroups  of  low-income- people  to  orp:nnlze  and 
operate  rural  ccK>perative8.  This  was  an  outstanding:  proprrani  which  resulted 
in  the  creation  of  many  new  cooperative  associations.  T'nfortuantely.  In  some 
cas<»s.  the  terms  of  such  loans  required  that  these  cooperatives  show  ah  almost- 
instant  success.  What  clearly  was  needed  was  prrant  assistance  to  carry  these 
new  orimnizations  tlinmprh  the  first  difficult— and  often  unprofitable- niont lis  of 
oiferation. 

For  various  t  ethnical  reason  a  partly  be<*ause  of  administrative  inten>retatioii. 
but  mainly  becjuise  tbe  laws  specifit^nlly  pi-ovide  otherwise,  none  of  the.'V^  estalv 
lished  cooperatives  i,s  able  to  obtain  financlne:  throup:h  the  Banks  for  Cooperatives, 
the  Farmers  Home  Administration  or  the  Small  Busl^eJ^s  Administration.  As  a 
matter  of  fact  these  are  anion p:  the  few  business  corporations  in  t^e  State  of 
rtali  which  do  not  have  available  an  "umbrella. of  protection**  in  the  form  of 
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Federal  government  credit  iEaeh  pays  high  Interest  costs  on  any  nioney  which 
it  is  able  to  borrow  and  each  Is  handicapped  In  developing  business  successfully 
becau2se  of  the  lack  of  reasonable  financing.  ^ 
*  BrieJay  stated,  my  bill  would  accomplish  two  main  objectives :  It  would,  first, 
provide  loans  to  organizing  and  organized  cooperative  associations  which  were 
unable  to  meet  the  usual  loan  recinlrementH  of  the  banks  for  cooperatives.  At 
the  mme  time,  It  would  remove  the  requirement  whl<;h  operated  to  restrict  the 
loan  provisions  of  Title  III  of  the  Economic  Opportunity  Act  to  rural  coopera- 
tives whose  family  membership  consisted  mainly  of  those  In  the  so-called 
••poverty"  class.  Second,  my  proposal  would  authorize  grants  to  these  coopera- 
tive associations  by  the  Secretary  of  Agriculture  for  such  periods  as  he  deter- 
mined would  assure  their  successful  operation. 

Mr.  Chairman,  It  Is  axiomatic  that  the  success  of  rural  redevelopment  rests  on 
a  healthy  agricultural  Industry;  agriculture  Is  responsible  for  more  employment 
and  more  opportunity  than  any  other  single  sector  of  our  economy.  The  success 
of  the  cooperative  movement  In  the  American  farm  economy  over  the  past  century 
commends  it  as  an  Important  tool  for  redeveloping  rU|Til  America.  I  firmly  believe 
that  the  therms  of  8.  10^4  would,  in  turn,  help  to  provide  the  criUcal  capital  needs 
of  organizing  and  operating  these  cooperatives. 

The  iernis  of  S.  2223  are  sufficient  to  a<Vompllsh  the  alms  of  my  bill  to  pro- 
vide loauH^and  grants  to  cooperatives.  Section  102  clearly  authorizes  the  Secre- 
tary of  Agriculture  to  make  or  Insure  loans  to  "cooperatives  that  are  unable  to 
obtain  credit  from  the  banks  for  cooperatives."  The  (juestion  concerns  the  au- 
thority of  the  Secretary — In  Section  103— to  make  grants  for  "other  rural  com- 
munity development  projects";  It  may  be  more  nearly  related  U)  Sectl<»n^l05, 
which  sets  out  the  definition  of  "rural  community  developments  projects."  Al- 
though I  could  Interpret  several  of  the  act  Unties  listed  In  Section  10r>  to  Include 
t-ooperative  associations,  what  is  urgently  neede<l  Is  a  clearcut  statement  of  in- 
tent In  S.  2223  which  makes  all  types  of  bona  fide  non-profit  cooperiftlves  eligible 
for  financing.  If  they  meet  the  financial  test  of  the  law  and  If  they  are  unable 
to  obtaix\  satisfactory  financing  from  other  sources, 

Be<'ause  the  definition  of  the  type  of  agricultural  coojieratives  which  are 
qnallfieU  under  S.  Is  unduly  restrictive,  I  propose  an  amendment  to  Section 
<t06  tharRpe<ifically  broadens  the  definition. 

A  phrase  should  be  added  to  Section  606  on  Line  10  of  Page  46  of  the  l»ill  fol- 
lowing  the  section  reference  to  12  r.S.C.  *'114j(a),*'  and  before  the  word  'if" 
to  read  as  follows  : 

Cooperative  associations  furnishing  to  farmers  and  rural  residents  serv- 
ices and  facilities  for  harvesting,  storing,  processing  (Including  preserva- 
tion or  preparation  of  edible  pro<lucts  for  market),  transporting  or  market- 
ing agricultural  commodities  or  products,  consumer  purchasing  services,  or 
the  processing  or  marketing  of  other  products  of  f*armers  or  rural  residents. 
Moreover,  the  scope  of  S,  2223  Is  so  broad  Involving  overall  rural  development 
and  the  mechanics  and  procedures  ro  enc(^mpa8slng  that  in  my  opiijion,  even  If 
cooperatives  are  covered  by  the  bill,  under  the  present  langimge  they  would 
have  exceedingly  low  priority.  For  example,  capital  generally  must  come  from 
prlvnte  sources  under  exceedingly  complicated  procedures.  Similarly',  an  area- 
wlde  multiple  county  planning  unit  is  established  which  almost  entirely  Would 
have  purposes  unrelated  to  the  role  of  a  cooperative. 

Hence.  I  propose  an  amendment  to  Section  .506  that  would  entitle  a  cooperative 
with  equal  and  equitable  treatment  under  the  law.  A  new  section  (c)  should  be 
added  to  Section  506  of  the  bill  on  Page  33  thereof,  to  read  as  follows: 

(c)  The  board  of  directors  of  the  appropriate  regional  bank  shall  allocate 
*    equitably  the  bank's  loans  and  services  between  and  among  tlie  types  of 
potential  users. 

I  am  hopeful  that  the  "umbrella  of  government  financing'/  can  now  extend  to 
small  and  Intermediate  sized  cooperatives  and  this  serious  credit  gap  can  be 
closed  clearly  and  definitely  by /he  above  specific  language  being  added  to  S.  2223. 

I  comtnend  the  Committee  for  their  outstanding  and  effective  leadership  In 
creating  new  Sources  of  credit  for  the  revltallzatlon  of  rural  America.  I  sin- 
cerely hope  that  provisions  for  assisting  cooperatives  can  be  Incorporated  in  the 
final  outcome  of  your  deliberations. 

Thank  yon.  ' 
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TiiK  Secuetary  of  Housing  and  IJubax  Development, 
„  WoHhington,  n.C,  Sept$mbcv  20.  mi. 

Hon.  Hubert  Humphrey, 

Vhnirman,  Rural  Developtnent  Subcofnmittev,  ('f>mmlttee  on  Aynvullure  and 

Forestry,  U.S.  Senate,  Washini/tonf  D.V.  i 
"  Dear  Mr.  (^iiaibmam  This  rt*plies  to  your  letter  of;  Sei>t(»mhpr  14  in  relation 
to  the  additional  hearings  the  Subcommitt<^e  on*  Rural  Develo|>meut  is  holding 
on  S.  2223  and  your  (lewire  to  have  my  views  on  thii  bill. 

In  his  letter  of  .July  23  (-oncerninf?  the  earlier  heaiflngs  held  hv  the  Suhconi- 
mittee.  I'nder  Secretary  Van  Duseii  Indiwited  that  he  believed  this  Depart- 
ment s  viewH  on  S.  2223  would  be  reflec^ted  in  the  testimony  of  other  Admin- 
istration wltresses.  I  have  examined  that  testimony,  Including  the  statement  of 
Under  Secretary  of  Agriculture  Campbell,  and  feel  t  is  in  fact  so  consistent 
wUli  our  own  position  that  there  is  little  I  or  my  assocVtes  could  add  in  appear^ 
ing  before  the  Subcommittee.  However,  I  very  much  ac(i)reciate  your  courtesy 
in  extending  to  me  this  additiomil  opportunity  to  be  Irt^ard. 
Sincerely,  -  ,  \ 

\  George  Romney. 
BisMARCiCN.  Dak.,  August  13,  1971. 

Hon.  Hubert  H.  Huuphkey, 
f  '.S.  Senator,  U.S.  Senate, 
Wtuthinfftfm,  B.C. 

Dear  Senator  Humphrey:  I  commend  you  for  2223. 
I  have  no  suggestion  to  offer  at  Uils  time  tov  its  improv^ent.  I  think  it  is 
very  Imperative  that  this  legislation  be  enacted,^rd  we  wtirrVabout  retinenients 
as  experience  discloses  the  need  for  them.  This  legislati(m  is  overdue. 

I  want  to  assure  you  that  there  would  bo  active  use  made  of  the  ijroposed 
credit  program  iir  Norttt  Diikota. 
Sincerely  yours, 

Wiujam  L.  Guy. 

Om'vi  nor. 
State  of  Sorth  huK  ota. 

NABHvm^  Tenn..  deY//<rm^(T^^^ /.or/. 
Hon.  Hkrm  VN  K  Takmaik;k.  ^ 

Vlmirman,  Senate  Agrioulture  and  Forcntry  CmnMiiiit\  3m  OJd  Semifv  Olflre 
Hnihlifif/.  WoHhinf/tOfi.  l>,i\        \   '  v 

Dear  Senator  Talmadoe;  It  Is  my  understanding  that  yo  ir  committee  is  cnr- 
rently  considering  H.  222:^  a  bill  (fuisisting  of  n  'M'onsolidalwl  Kami  niul  UnrnI 
Development  Act"  and  a  "Rural  Development  Financial  Resources  Act/'  In 
reviewing  this  bill.  I  find  that  Its  provisicms  are  not  the  most  fensihit'  for  dojiliiit? 
with  the  ec  onomic  problems  of  runil  Anieriea- 

This  bill  will,  first  of  all,  create  an  exce^vely  large  ami  iiiiineces.sary  bureau- 
cracy. The  entire  Regional  Banking  System,  as  proposed.  Will  be  simply  a  sni>- 
piemen t  to  the  many  existing  Federal  bureaus  which  relate  to  rural  develop- 
ment. Moreover,  the  proposed  system  lacks  any  coordination  with  State  efforts 
and  thus  fails  to  take  advantage  of  the  sbites'  expertise  in  this  field. 

In  addlticm  to  the  alK>ve  general  couinients,  sevenU  mok-e  siHM-ifii*  prol^tems. 
are  evident.  It  is  obvious  that  s»iematir.  unified  planning  nt  auv  levei  will  be 
extremely  diflBcult  with  this  bill.  The  only  provision  made  Is  that  of  the  com- 
prehensive development  district  plan,  which  is  generally  so\)road  .is  to  allow 
any  projm  to  be  finided.  The  districtx  would  l>e  in  an  cxt^«'niely  pre<:u-iou<! 
position  with  respect  to  plon  implementRtion  :  they  would  bA  faced  with  the 
task  of  maintaining  a  mrnl  bank  and  yet  also  trying  to  sem-e  their  rrhan 
residents.     ,  *  \ 

More  importantly,  those  areas  not  served  by  district  cri^dit\  agencies— an 
appreciable  amount  of.  territory  in  Tennessee — would  be  unrfer  tliV  administra- 
tion of  the  regional  credit  bank.  Thus,  borrowers  in  these  a^eiis  would  be 
following  absolutely  np  plans:  the  reserve  bank  would  approve  Sr  rejint  the 
projects  without  any  indication  of  their  relevance  to  a  national  gro\yfh  strategy 
a  state  goal,  or  a  .series  of  conflicting  bs-al  desires. 

Th*»re  i.s  also  a^tremendous  opportunity  within  this  bill  for  conflicts  r>»*  intcrtwf 
to  arise  on  the  part  of  the  participating  institutions.  A  bank  could,  for  example. 
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reject  a  loan;  forte  a  Uf>rrower  to  ohtiilii  n  jamnii»tee<l  loan  under  tlie  H.vsteiih 
and  then  tlnance  the  project  with  th^  new  Insurance  of  a  Federal  guarantee.  In 
addition  the  voting  participating  institutions  at  the  district  agency  levt^l  eouU! 
prohibit  other  banks  from  becoming  participating  Instltutons  and  from  operating 
under  tlie  system.  Thus,  an  oligopoly  of  banks  within  the  system  could  control 
aigreatportionof  the  multi-county  market.  *  ^   .  ,  ^ 

The  Federal  Rural  Development  Investment  Equalization  Administration, 
as  propi^HHl.  appears  to  be  an  uniie<  eHsar>'  agency  :  there  1h  no  ju>«Htl(atJcm  for 
providing  a  separate  administration  to  supplement  interest  imyments  for  the 
borrower.  If  thewe  projec  t  dir^Htorn  are  worthy  of  funding,  they  t^houlrt  In 
a  ixwltlon  to  reimy  the  loans  wlthont  supplemental  HH^lHtam  e.  ' 

The  proposed  Rural  Enterprise  and  Community  Development  Administration 
will  be  fon  ed  to  consider  projects  In  areas  with  up  to  35,000  residents,  a  chauge 
which  necessitates  a  total  reorganization  of  the  Farmers  Home  Admlnistnvrion^ 
it  Is  unlikely  that  the  present  Farmers  Home  Administration  local  county 
admlnlHtratlon  policy  could  be  maintained.  o  ^ 

Finally,  the  list  of  rural  purposes  Is  so  broad  as  to  permit  the  funding  vti 
Tirtnally  any  possible  project.  The  entire  bill,  therefore,  could  degenerate  Into  a 
iiiassive.  unplanned,  rural  public  works  prognun.  this  type  of  leglHlatbm  d<»es 
not  really  solve  the  basic  rural  dilemma  today.  This  bill  in  not,  therefore,  a 
viable  alternative  to  rural  revenue  sharing.  If  I  can  provide  you  with  any  further 
information,  please  let  me  know. 
Yours  trtdy, 

AViNKiF.i.n  l)rNN. 

(Jot'i'rnor. 
t^tat4'  of  Tmiu  utti  f . 

^'  "  ,  "   .  ^ 

San  Juan,  Pueuto  Rioo, 

October  4,  1911. 

Hon.  IIl  BEllT  H.  HUMPllBEV, 

Chairman.  Rvral  DrveUj^ntrnt  f^ubcfnnmiitcc, 
fLti.  Senate,      ,  ' 
Wanhinffton,  D.C. 

Deab  Senator  Humphbky  :  PleaH«>  excuse  the  delay  In'  my  replying  to  your 
letter  'of  April  30;  concerning  rural  America.  It  is  just  rectMitly  tbat  I  have 
recelviMl  the  written  views  of  home  of  my  key  cabinet  memberw.  Their  view« 
and  mine  are  as  follows :  _ 

1.  Your  vieijvs  and  opinions  as  to  the  problems  of  rural  America  (In  other 
words,  rural  Puerto  Rico)  .  »    ,    ^  i 

Tlie  chief  problem  of  rural  l*uerto  Rico  is  unemployment  or  la<k  of  work 
opportunities.  The  Puerto  RIcan  rural  sector  lias  an  exoepUomilly  large  l^^la- 
tion  that  is  poorly  educated  and  unable  to  enter  Into  labor  market  competition. 
Your  opinion  on  the  Impact  of  these  rural  problems  on  TTpban^m0rie% 

The  chief  Impact  of  the  nirai  unemployment  problem  on  urban  ^rearrrttiat 
of  migration  to  the  cities.  This  In  turn. results  In  more  urban  unemiiloymeiit 
and  new  demands  for  urban  hoaxing,  schooling?  riHreational  facilities,  etc.  The 
clmnge  cf  environment  can  lead  to  psychologleal  disorien/tntlon,  crime,  and  drug 
use. 

3  The  need  for  a  liatloiml  growth  policy 

Our  muhm  must  develop  iJOllcies  whereby  it  will  be  as  attractive  or  more 
attr  ictlve  f(^r  our  people  to  live  In  rural  areas  as  4n  the  cities.  First,  employment 
iM)SHlbllltles  must  be  opened  up.  Training  and/or  rertralning  mujjt  be  provided 
for  existing  or  new  agricultural  crops  and  or  rural  industries.  Shopping  and 
recreational  facilities  In  the  country  must  equaj  thosein  the  cities.  ^  * 

4.  Your  experience  In  dealing  ^vith  Federal  programs  alme<l  at  the  develop- 
merit  and  Improvement  of  the  rural  areas  of  your  state 

Puerto  Rico  has  received  very  little  In  the  way  of  fedc^rnl  aid  for  rural  areas. 
The  oidy  such  program  Is  tie  Farmer's  Home  Administration,  which  offers  home 
loans  to  fanners,  and  only  a  few  l^erto  RIcan  fiinnew  have  qufillflela  for  this 

^^ini^erto  Rico  requires  moi*e  federal  assistance  for  low  cost  rural  housing  and 
for  Incentives  for  the  development  of  fruit  and  vegetable  farming.  Aid  is  also 
required  for  the  construction  of  ruraji  roods  to  transport  these  products  to 
markets. 
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1  ,  ■  '  -  V 

J^si-  5-  The  State  laws  and  State  programM  aiineil  at  the  development  of  the' rural 
area.s  of  your  State  - 

During  the  last  thirty  yearti,  Puerto  Rico  haw  had  a  remarkable  record  of 
indu>9trial  ecoubiulc  development  This  growth  has  not  been  haphazard.  Our  In- 
du^rial  development  agency  haw  plaut^^,  guided,  and  where  neoea^ry ^given 
\'Htiimilu><  to  Injure  that. 'all  our  people,  both  rural  and  urban,  have  an  tMpial 
opportunity  to  reap  the  benefits  from  a  uniform,  and^orderly  economic  expansion. 

At  a^very  earl:^  state  In  our  indu|trla1  expanHlon.  It  be<'ame  apparent  that 
industry.  If  left  to  Its  own  means,  would  eHtabliKh  Its  plants  isi  or  near  our 
jnetropolitan  center.  Ignoring  the  rural  areas  compl^ely.  Analysi^fevealed  there 
were- several  reasonsrfor  this  action.  The  metropolitan  areas  offered:  (1)  ea.sy 
'access  to  our  portsT,  thereby  reducing  Inland  freight  coHts  r  (2)  an  available  supply 
of  skilled  labor;  (3)  superior  public  utility  services — ijower,  teleph(me.  water; 
.  (4)  a  wider  selectlonOf  available  plant  buildings;  and  (5)  many  cult\|jral  and 
social  amenities.  We  realized  that  any  program  designed  to  encourage  rural 
distribution  of  .industry  had  to  olTset  and  equal  Iz^i  the,  plant  location  advantages 
of  the  urban  a  reft  8..  ^  • 

Our  Drognim  was  develoi)e<l  around  fiVe  elements:  ta!x  exemption;  industrial 
incentives;  phint  construction;  building  lease  fees;  and  Inland  transportation 
charges.  The  Industrial  tax  exemption  was  increased  for  desi^ated  rural  areas 
^  from  10  years  In  the  San  .Tuan-area.  in  graduated  increments,  to  a  maximtna  of 
17  years  exemption  In  underdeveloiH^d  niral  ureas,  ('oncurrentl.r.  we  establisluMl 
an  incentive  system  un^er  which  a  firm,  depending  upon  Its  location,  could 
re<eive  stH>ulated  amoimtii  for  eaph  worker' employed.  The  government  would 

-  fi|Vnisli  the  stipulated  sums  for  any  of  these  items. 

'  (a)  Expenses  in  contracting  technicians  to  train  management  And  sui»ervisory 
personnel,*        ,  '       \  '  «  - 

-  (b)  Rent  on  factory  buildings.  '  ' 

(c)  Interest  on  mortgages  for  the  purchase  of  factory  buildings. 
^((1)  Interest  in  business  improvemeUt  loans. 

'(e)  Xienerai  costs  of  marketing,  including  design,  leasing  of  exliibiti(»u  space 
adverti.sements,  etc.^aftd  engineering  service.  '  - 

-  (f)  (V)St'of  accountftig  and  appraisnls  for  tJie  piirpo.se  of  .soliciting  tirmiu-ial 
assistance.  "  *^  • 

(g)  The  costs  of  ^providing  !>asic  Installations  sndi  as  ele<-tric  power  sub- 
stations and  r(4lated  etpiiianent,  water  treatment  plants,  wells  and  wRatever  other 
type  of  iULStaUation  is  necessary' to'  carry  out  the  manufa<-tnring  operation. 

(h)  Excuses  o1^  technical  assistance  related  to  the  different  asptn-t.^  ot*  nduiln- 
is(ration  and  producticm,  including  among  others,  legal^ef vices,  layout  of  cost 
acc<mnting and  general  accounting  systems. 

We  al.so  increased  tlie  construction  of  go-vcrnmertt-owned  ))iants  in  our  under- 
developed rural  locations  throughout  tlie 'island.^  At  the  same  tln»e,  we  estab- 
lished a  graduated  Iea.se  arrangement  for  our  Lmlfdings  so  that  ^ents  were 
less  exitensive  in  rural  areas,  and  were  highest  in  the  San  .Juan  metropolitan 
area. 

In  addition,  in  prior  years,  we  were  able  to  assist  manufacturers  iti  locating 
away  from  the  inetropolitiin  areas,  by  arranging 'with  steamship  lines  to  hbsorb 
the  d^ivery  costs'in  excess  of  tifty  dollars, per  trailer  f()r  port-to-facTory  tran.*<- 
portntlon  of  goods,.This  practice,  however,  juis  been  terminated  by  the  steamship 
lines,  hut  it  was  helpful  While  it  lasted. 

Our  program  has  Ihh^u  effective.  We  now  have  Industry  disiier.sed  tlirougbout 
the  island,  but  we  still  have,  nonetheless,  a  large  concentration  of  industry  in 
the  metropolitan  areas.  In  time,  we  hope,  that  our  prograi/i  will  achieve  an  even 
greater  uniformity 'of  industry  throughout  the  island. 

i\.  Your  exi)erien('e  In  tUe  planning  of  t!|ie  economic  development  of  your  State. 

The. Puerto  Klcan  experience  with  tH-onomic  j^lanning  Is  nni<iue.  The  Tucrto 
Rlcau  IManning  Board  is  known  thnmghout  the  world,  a.s  a  model  for  ecoaomh- 
planning  wh^hln  a  democratic  framework,  (ilven  broad  powers  by  the  legislature 
and  Well  insulated  from  partisan  politics,  the  riaimlng  Hoard  has  been  al)le  to 
plan  fc)r  the  rational  long-range  utilization  of  Puerto  Rico's  land  and  resources.* 
Kyery  scpiare  in  of  lMu»rto  Klco  has  been  a.ssigneil  for  a  si)ecific  ust^^ — be  it  farm- 
ing, indiist^y,  tourism,  roa'(ls'  recrentloaal  lireas,  etc.  Tlie  Puerto  Rico  Planaing 
Board  has  become  a  model  Institnlon  In  Latin  America. 
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1  trust  that  this  information  wiVL  help  in  your  assesHinent  of  the  rural  problems 
of  Vuerto  Riro,  and  I  hope  you  wi|f  Im  lude  our  Island  in  one  of  the  ten  field 
t^Ips  you  are  planning  around  the  (»oBntr>*. 

Best  wishes.  )  .  • 

S^erely,  ,  r        v  «^ 

Oot^crr^r, 

•*  Oommoniimlth  of  J'uerto  Uicft. 


Wasiiinoto.n.  D.(\,  Hvptvmhvr  20,  t07t. 
Hon.  HuBtaT  H.  HumphbeV,  ^  \ 

Chairman^  Rural  Development  Hubcommittce,  Scnatv  CotnmHtce  on  Agficulturc 
and  Forestry,  U.S.  Senate,  M  asfiington,  D.C. 
Deab  SenatQb  HuMPHaBYi,JlVe  are  wSritiufe  to  yon  In  regard  to  H.  2223'.  The 
Consolidated  Fapm  and  Rural  Development  Act.  an<l  H.  742,  a  bill  to  establish 
a  Rural  (\>iQmunlty  Development  Banlc.  now  befo/e  your  Sutwommlttee. 
'  Firnt,  we  would  like  to<call  to  your  attention  the  testimony  presented  to  your 
Sul)Oommlttee  on  Rural  Development  by  Mrs.  Haven  Smith,  (^haijTiifln,  Anxerlean 
Farm  Bureau  Women's  Committee,  on  .Tune  16,  1071.  ThiH  statement  gives  Farm 
Bureau  s  views  on  Rural  Development  In  a  general  way. 

'  The  American  Farm  Bureau  Federation  Board  of  Directors,  at  its  September 
nuH^tinp,  discussed  the  ^eciflcsof  S.  222a and  S.  742.  » . 

The  Board  reiluested  that  we  call  the  Subcommittee's  attention  to  our  previous 
testiinony  mul  request  additional  time  to  obtain  voting  delegate  action  on  the 
provisions  of  bllls  now  before  youc-  SuWomnUttee.  Our  annual  nieetlng  will  be 
h<»ld  in  earl^  December. 

We  timnk  you  for  tUe  ()piK)rtunity  trt  have  Farm  Bureau  s  vle^'vs  conHidere<l.^ 
We  would  appveciatc  It  if  you  would  make  this  letter  a  part  of  the  record  of  your 
current  hearings.  ,  \ 

Sincerely  yours.       ,  '  .         /  *  m 

.      .     Mauvin  jir  McfiAIN, 
.  '  *        I^cffifilatirr  Direetor. 

Avicrivun' F&rrn  Bureau  Fed^ation. 


^  Atlanta,  Ga.,  August  20,  mi. 

lion.  llERMAX  V*.  Talmadgk.         /  .  • 

Chuirmant  ComtnKtev  on  .lurU-ulturv^iHl  Forcntry, 
Uoih  llritEin  ^1.  HrMPiiHfcv. 

Choirman,  Suhcommittve  on  Rural  Development,  U.S.  Senate,  Washington,  D^C. 

Dkar  Hknatobs:  Thank  you  for  your  letter  of  August  11,  1971.  In  which  you 
rc«nic.**t<Nl  coinmentH  or  suggestions  ffoiti  me  which  might  In  some  way  lie  of -as- 
.sistiuicc  in, having     ii22vl  appro ve<l.   '  ,  ^ 

[  cf-rlainly  apprc<-iate  your  kind  (Dnsideratton  In  giving  me  an  oin)ortunity  to 
nuikc  comments  for  1  aiir  most  interested  in  the  development  of  rural  Georgia,  If 
I  have  any  worthwhile  suggestions  to  make  after  reviewing  tiie  committee  print, 
1  will  \h*  in  touch  wifhyon. 

If  wc  in  the  Georgia  Deimrtment  of  Agriculture  ctrn  l>e  of  aHsi.stance  to  you  jlt 
anytim*'.  please  do  not  hcsitjite  to  call  on  us.. 

\Vith  warmest  |>ersoiial  regards.  I  am 
Sincerely.  ^ 

Thomas  T.  Ibvin.  • 
CotuhiittHioner. 

■  .     ^  Georgia  Department  of  AgrieuUure. 


J 

SAf.EM,  OUEO,,  August  20,  197J. 

Hon.  HiSBMAN  B.  Talmadge,  •  ' 

Chfiinnan.        iSuuttc  Committee  on  Agriculture  and  Forestry, 
Hon,  lluHKirr  H.  Humphhey.         .  / 

Chairman,  Suhconmittev  on  Rural  Dcmlopnxent,  Senate  Office  Building,  Wash- 


ington, ]).C. 
Gi^NTLGMEN  :  J  aiu  responding  to  yoar 


letter  of  August  12  diretted  to  AValter 


Leth  whom  I  suet*eeded  as  Direc  tor  of  Agrit  uiture, 

The  data  from  Mr,  Giltmier's  office  on  S.  2223,,  the  Consolidated  Farm  and  \ 
Bural  Development  Art,  crossed^my  desU  earlier  thly  week.  I  would  c(^tigratulate 
you  lioth.  I  think  It  is  a  iMiautifuHy  conceived  plan  and  hope  that  It  will  bet-ome 
law  without  undue  delay.  - 1  ^ 

It  is  not  only  an. exciting  prospect  bnt  It  is  something  that, Is  hadly  neede<l  to 
reverse  the  trend  toward  urban  population  Impilction  an;^  to  accelerate  pojm- 
lation  dispersion.  And,  It  Is  in  the  best  keeping  of  our  national  tradition  of 
borrower-owned  flnanclal  lni*tltutl(niH  for  rural  develoimient. 

Yon  requested  my  comments  and  J  have  not  had  an  opiX)rtunity  to  think  too  ' 
thoroughly  about  It,  bnt  two  things  cross  my  mind  as  I  analvze  tlie  information 
which  came  from  Mr.  Olltmier. 
The  first  was  that  It  should  surely  have  more  than  iideqnate  safeguards  drafted^ 
'  Into  the  bill  to  prevent  any  excess  prollts  by  private  lending  institutions  at  the  ^ 
local  level.  Secondly.  1  would  hope  that  it  would  guarantee  a  umxlnuun' Input 
fn>m  state  and  local  land  use  planning  agencies  anO  that  it  w6iild  have.sUtficlent 
hu-entives  to  encourage  ctoordinatlon  of  both  state  and  Iwal  planning,  the  lack 
of  which  is  the  Achilles'  heel  of  land  use  planners  in  this  state  and  1  would 
nsstmie  in  most  states. 

I  would  be  most  appreciative  If  Mr.  Qiltmler  would  keep  this  oflSce  fully  in- 
formed on  developments  concerning  S.  2223  and  we  will  urge  our  congressionai 
delegation  to  look  with  favor  upon  Iffe  passage. 
Sincerely, 

Irvix  Manx,  Jr., 

Director, 

Oregon  State  Department  of  Agricuifvre, 


Raleigh,  N.C,  August  2^,  197J. 

Hon.  HflRMAN  E.  Tal MADGE, 
Hon,  HUBEBT  H.  HlTMPHBET, 

r.S.  Senate,  '       .  " 

Washington,  D.C. 

Gentlemen  :  Reference  Is  madf  to  your  recent  letter  concerning  Senate  Bili 
2223  relating  to  the  establishment  of  a  broad  program  <yf  nonfarm  rural  cre<lit 
whicii  you  introduced  on  July  7, 1971. 

I  am  Impressed  with  the  broad  8coi)e  of  the  itiil  and  believe  that  tlie  bill  should 
l»e  enacted  to  help  In  rnrnl  ntmfarm  development.  I  tiilnk  that  strengthening  the 
Idli  through  the  extensive  use  of  local  banks  is  desirable, 
rordlally,  . 

jAifEs  A.  Graham, 

Commissioner,  ^ 
Xorth  Carolina  Department  of  Agrienlturr. 


Richmond,  Va.,  September  21,  1911. 

Hon.  Herman  E.  Talmadge, 

Chairman,  Agrieufture  am!  Forestry  Committee,  V.S.  Sf^aie,  Washington.  D.C. 

Hear  Senator  Talmadoe:  AVe  appre(»late  the  opportunity  to  conin\ent  {)n  the 
itroposals  contained  in  Senate  Bill  2223  c<mcemlng  Rural  Development. 

The  availability  of  adequate  finances  certainly  is  much  tieeded  In  many  of  our 
rural  communities.  It  appears  that  your  Bill  does  provide  the  machinery,  with 
a(le<iunte  safeguards,  to  make  increased  funds  available  in  our  rural  connu uni- 
ties for  develoi)ment  purposes. 

We  are  particularly  pleased  to^see  that  your  approach  recognizes  the  very 
l)aslc  positive  ^contrlluitlons  being  made  by  the  productlvin  segment  of  the  Tndu.s- 
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try  of  Agriculture  to  the  vitality  of  our  rural  areas  and  tlie  continuiag  need  to 
iiiatutaln  and  further  develop  a  viable  agricultural  production  economy. 

A  multi-county  approach  has  worked  quite  well  with  the  Production  Credit 
AKaoclations  and  the  Farm  Cretllt  System  In  gefieral.  and  it  would  appear  that  a 
similar  approach  for  the  program  you  have  outlined  would  he  desirable.  There 
la  the  need  to  provide  sufficient  flexibility  in  approaches  at  the  local  level  in  order 
to  allow  for  creativity  and  liinovathms  under  a  variety  of  needs  and  circum- 
«tiuice«.  We  l>elieve  multinouuty  IMaiiiiiug  Districts,  where  organized,  is  one 
appwMich  and  there  may  he  others, 

We  will  also  evaluate  carefully  the  limitations  regarding  the  35,000  population 
provishm  as  It  relates  to  c(m tiguous  urban  areas  and  the  «MHA  desigmitlons  In 
our  State. 

It  Is  our  hope  to  remain  informed  on  the  d^elopmehts  regarding  your  pro- 
\n)^i\  and  how  changen  in  it  umy  affect  the  agricultural  and  runil  Interest  in 
Virginia. 

Sin<*erely, 

Maurice  B.  Rowe» 

Commissioner, 
Vlrglniu  Ih  iiarftm  nt  of  Agriculture  and  Commerce. 


Statement  op  Waeben  T.  Linoqi  ist,  Personal  Assistant  for  Development  and 
I^  Bi.ic  Affaibs  to  the  Chairman.  Chase  Manhattan  Bank,  New  York. 
N.Y. 

Thank  yon  for  the  opportunity  to  submit  this  statement  rt^awling  Bill  S.  2223 
entitled  the  Consolldatetl  Fann  and  Hunil  Development  Act.  My  comments  arc 
based  onn  (1)  a  general  c<mcern  with  the  future  developu»cnt  of  the  I'uited 
States  ;  CI)  a  belief  that  the  people  of  the  l'nite<l  States  and  our  ecommiy  would 
be  better  serve<l  by  having  a  more  explicit,  comprehensive  and  consistent  set  of 
nati(mal  gnm-th  and  development  imlicies;  and  (3)  a  belief  that  husiness  must 
pro\i(le  more  leadership  and  assume  more  respcmsibility  in  determining  the 
future  course  of  our  Nation. 

DEVELOPMENT  OF  RrRAL  AMERICA  IS  NEEDED  1 

Senator  Iluuujhrey  and  the  other  sponsors  of  S.  2223  have  |(erforme<l  a  valu- 
aiile  public  service  in  focusing  the  atteuthui  of  Congress  and  tlie  Nation  on  the 
needs  of,rliral  areas  and  un  the  importance  of  stemming  the  nksslve  migrathm 
from  ruraj  to  already  cnjwded  urban  areas.  America  uuist  be  e<'opomlciilly  viable. 
Aforeover.  a  better  iK)pulation  balance  between  urban  and  rural  Areas  is  essential 
to  our  National  well-being.  I  wx>uld  urge  too  that  the  growth  &n(l^ development  of 
rural  Amerira  be  fostere<l  in  ac^cord  with  overall  growth  aiul  devebipment  policy 
at  both  the  national  and  state  levels. 

Substantial  opportunitfes  are  available  in  rural  areas  for  the  development  of 
new  communities  and  the  expansion  of  e.xisting  growth  centers.  Industrial  and 
other  business  opportunities  assoc^iated  with  such  developments  are  crith-al  to^tbe 
<'ontinued  economic  vitality  ofeour  Nation. 

ACTION    IS   TIMELY    NOW  I 

For  many  decades  the  industrialization  and  nrbaniziition  of  the  I'uited  States 
have  caused  millions  of  rural  residents  to  migrate  to  large  urban  areas  in  quest  of 
education,  employment,  and  an  improved  quality  of  life.  Some  have  benefited  by 
this  process:  many,  unfortunately,  have  Tiot.  Mor^ver.  as  our  metropolitan  areas' 
have  Increased  In  sfze  and  population  density,  the  quality  of  life  for  all  of  us  has 
l)een  affectetl. 

In  recent  decades,  millions  of  urban  Americans  have  moved  toythe  suburbs  in 
hopes  of  enjoying  the  advantages  of  both  urban  and  rural  livirig.  The  growth 
magnitude  of  this  suburbaniziitlon.  however,  is  causing  suburbs  fo  become  more 
urban.^thus  drastically  reducing  the  rural  advantages  sought  by  suburbanites. 
*  Now  we  spe  that  more  and  more  people  are  c<mfem plating  moves  to  rural  areas 
and  small  Communities.  While  it  may  be  desirable  foi^  the  Federal  Government 
to  encourage  this  decentralization  of  population,  it  is  clear  that  some  areas  are 
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Iietter  Hulted  to  uccominixlatt*  new  i>(>i)ulution  and  economic  acUvitleH  tiuin  are 
others.  However,  even  thene  better  Muited  areas  ai*e  likely  to  be  ill-equipped  to 
provide  for  significant  growth.  Accordingly,  Fe<ieral  and  State  governments  inuHt 
provide  not  only  policy  guidelines  for  rural  development,  but  te<  lmical  and  fimin- 
cial  asHlMtance  as  well.  Hill  S.  2223  recognizes  the  imi>ortnnce  of'integrnting  guide- 
lines with  technical  aid  and  flnan(*ial  nieaHures. 


Ill  my  opinion,  the  decline  in  rural  economics  in  recent  decades  is  nttrilmtable 
to  personal  and  business  opportanitles  in  urban  areas  oversliadowing  tho.se  in 
rural  areas.  Nonetheless,  total  new  investment  in  rural  and  small  town  America 
each  year  amounts  to  billions  of  dollars.  These  investments,  however,  are  c<m- 
centrated  in  economically  viable  areas.  It  is  generally  accei)ted  tliat  i>eople  would 
not  want  their  savings  invested  imprudently  in  Idgh  risk,  low  return  projects. 
On  the  other  hand,  lending  institutions  have  financed  vast  numbers  of  economi- 
cally feasible  projects  in  rural  areas. 


Hill  S.  2223  Is  partly  !»ased  on  the  premise  that  people  in  many  rural  areas  are 
recipients  of  inchiqnate  services  and  facilities  because  new  investments  are  not 
being  made  tliere.  In  economically  marginn)  ai-eas  this  undoubtedly  is  the  cnse. 
The  provisions  for  direct  grants  arfd  technicnl  assistance  could  Improve  the  condi- 
tions In  these  areas. 

The  proposed  expansion  of  annual  maximum  authorized  grant h  for  rural  coui- 
munity  develoi)meht  projects  from  $1()0  million  to  $300  million  w<mid  seiMu  a])- 
I)r()priate  as  long  as  these  funds  are  used  to  finance  public  projects  wldcli  under- 
pin and  reinforce  basically  sound  rural  cominuidties'.  It  may  be  that  the  Ad- 
ministration's Kural  Community  Revenue  Sharing  proposal  c(»nld  serve  i)Urposes 
shnHar  to  those  that  would  be  serv«Hl  by  these  grants,  The  stipiHatlon  in  S.  2223 
that  pn»jects  funded  by  these  grants  meet  specific  feasibility  critieria  and  c(»m- 
prehenslve  planning  criteria  is  certainly  a  reasonable  one. 

I  would  generally  agree  with  the  puri)Os-e«  and  obje<-tivc^  of  K.  2223  Imwrfnr 
ua  Federal  grants  and  technical  asslst^ince  are  applied  to  ui)grading  facilities, 
.v^r vices  and  opportuidtles  in  rural  and  small  town  America  are  c()ncern«Ml. 
Hcyond  this,  ImprovenHnits  arc  niH-^bnl  regarding  the  availability  of  cnnlit  for 
rnral  development  purix>ses.  Souu^  of  the  s|>ecitlc  cnnlit  pn>viKions  of  S.  2223, 
however,  raise  problems. 


It  is  my  understanding  that  the  "Kural  I>evelopnient  Credit  Systen>"  pniposed  • 
hy  s.  2223  would  make  loans  available  for  a  broad  rani;e  of  lM)th  public  and 
private  capital  investments  and  ojH-rating  activities.  TJic  underlying  assumptton 
that  more  inv(\stuient  in  rural  arcjis  is  luHMled  to  ur>grade  conditions  and  provide 
for  growth  in  many  areas  Is  not  (piestioned. 

(h-dinarily  one  would  exiM'ct  that  private  financing  is  avnllablc  for  economi- 
cally feasible  projects.  Should  tids  not  he  the  case,  then  existing  financial  institu 
tions  slionld  W  en<H)nraged  to  improve  their  performan(^in  this  regard. 

If  local  banks  individually  do  not  have  the  capability  to  finance  suitable 
proj<H-t.s  in  their  areas,  then  other  piix-ate  l)anking  mechanisms  slnnild  b(*  em- 
ployed to  marshall  and  channel  funds  for  such  puriK>s<»s. 


According  to  the  Agricultural  and  Forestry  Comjuittee's  aimlysis  of  S.  2223, 
loans  would  1«^  nnide  pursuant  to  this  Act  only  if  the  "i»roj(H-l  cannot  l)e  financeil 
from  any  other  public  or  private  source,  in  a  reasomd>le  time,  on  reawnaWe 
terms,  and  at  a  reas^>nable  rate  of  interest".  It  Ls  difficult  to  .see  how  tlu^ 
critiMia  can  be  met  by  e<*ommilcally  fca>?ible  undertakings  in  large  mmd)ers. 
unless  the  (^riteria  are  define<l  so  strii+ly  that  this  Rural  Development  Credit 
System  directly  C(miiK*tes  with 'non-part id iwiting  financial  instituti(ms  on  terms 
tlu»se  institutions?  cannot  meet.  •  , 

Another  probable  ontcr)me  of  fiimncirig  through  the  Rural  Development  Credit 
System  i.s  that  (T(»dit  w(mld  be  extended  to  proje<'t8  and  oiH'rations  of  marginal 
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iH-ouomU'  fwiBihlllty.  AntlclpatitJii  of  tbln  otitconu*  np|r:nvnti'y  Is  Um*  b««l>*  of 
pn^daionH  for  Interecjt  HUppleiu<Mif«  aiu'l  capltjil  aupnentiitirm  imyiueutK  to 

While  certain  part«  of  S.  :^;ri;i  dearly  est^iblish  tiiat  louim  are  to  be  made 
available  only  for  wononilcally  feualble  uiiUertnkinffs,  It  woiUd  ^^eem  X\\^t  the 
Inability  of  borrower^  to  meet  interest  and  prlndital  paymenta  Is  expected  in 
^nie  caKea  A  further  indication  of  the  intended  '  Hoft"  nature  of  loanij  under 
thlH  Act  iM  that  loans  arc  guaranteed  by  the  "full  faltlj  and  credit"  of  the  Federal 
(iovemuient.  Where  hiffh-rlHk  investinentM  are  \leenied  npi)ropriate,  ba^ed  ou 
Hub^jtantial  public  bcuetit  criteria,  Government  a^^b-ttinee  may  well  be  In  orders 
However,  the  extjennive  use  of  interest  payment,  rupital  ilugnieutation  and  loan 
^ujirunttM'  di»MceH  for  broadly  defined  public  and  private  purjMmes.  ralse.s  hoimc 
<llfiicult  (piestions. 

KXPA.MiaiOX   OF   riUVATK  DE\EL0PMENT  BANK  CONCEPT 

An  alternative  to  the  princliml  relit^I^  on  a  new  and  |M*nnanent  Government - 
siipiKtrted  financial  Ktrm-ture  mi^ht  be  that  <»f  a  ])rivate  financin;;  me<'haRl8m 
Huch  as  ue  hare  ppopriseil  for  develoimient  i)unH>«e«.  Such  a  United-profit  pri-* 
vately  Hp<msored,  funded  and  administered  bankinK  nie<'hanimn — c^reated  i»y  an 
Act  of  iV>n{<re}iS  but  emliilinff  no  Govemme^jt  equity  or  jjmaranteeH^-could  effec- 
tively marshal  and  channel  Hufflclent  cairital,  at  reaioonabie  terms,  as  ne*Hled 
to  nuM^t  prudent  iuv<»®tment  re<iuirement«  and  foster  public  policie^^  ivfrardlnff 
national  f^rouih  and  development  in  l>oth  urban  and  rural  America.  Many  of 
these-  concepts  were  ndvan(*(^  by  David  Rockefeller  In  hla  re^|^  New  Tovnis 
rropoHiil.  R^Hiie<,'tfully  tninsmitted  herev^ith  Is  a  reprint  of  a^.S.  Neica  and 
World  /^cpf>rf  interview  with  Mr.  Roy^kefeller  on  thin  pn>i»ofyil. 

1  ap|>reciatc  thin  opportunity  to  Hiibmit  written  te.stimony  n'pirdiufr  tliLs  pro- 
IH>.s<*<l  lep^iBiatlon. 

(  The  IntervicAVlH  a.M  folIowH  : ) 

(Int<»rvi»»w  wtth  Imvid  HorKt»f*'II*'r.  cluilriimn.  ("hnno  Afnuhartnu  Hnnk.  frf.m  I'  S   .N»'\vs  \ 
World  I^'pnrt.  .IniU'  T.  1f>T1  ] 

What  It  Wii.i  Takk  To  l{Ri\<i  (  itiks  Mack  To  LuK 
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Statkmknt  of  Frank  K.  Downing,  MxNXOKn,  Spkciai.  SKnvic  ES,  Kaht  Kkntcc  ky 
TOWKII  COOPEUATIVK,  WiNriiE8iT:ri,  Ky. 

The  primary  basis  for  classifying  areas  In  relation  to  economic-  ciiHtreas  has 
been  for  many  years  unemployment  as  i»ercent  of  the  labor  fon*e. 

ThiH  single  criteria  Is  reasonably  adequate  for  iiietropf)lltan  areas.  However, 
the  tei-hniques  for  eHtiinatinf^  unemployment  are  inacie<iuate  for  mea.mirinji  this 
c«omponent  of  the  labor  force  for  small  anms,  porticularlu  ih'oHe  of  a  rnrol  »atun\ 
In  addition,  unemployment  as  deflne<l  and  measured  is  not  the  major  f,»c'o"oinic 
problem  of  areas  of  this  type.  Kather  a  more  critical  probiem  is  the  nuu»ber  of 
nnder-empfotfed  and  the  number  of  people  (mainly  women)  wKo  arc  not  in  the 
labqr  force  because  jobs  are  not  available. 

A  primary  reason  for  exclndlng  these  groups  Is,  of  course,  tlie  dlfficidty  of 
uieaHun»nicnt.  There  Is  no  precise  definition  of  the  under-employed  for  iiistaiMc. 
However,  {rene rally  speaking,  it  Includes  persons  working  at  low  wages,  persons 
working  below  their  highest  skill  level  and  persons  working  less  than  a  full  week 
against  their  wishes.  Many  farm  workers  fall  Into  these  categories  In  rural 
areas.  ' 

It  would  be  nigh  Impossible  to  measure  the  numbers  in  these  groups  county 
by  county  across  the  country,  but  there  are  Indications  which  are  stii>Ject  to 
fairly  easy  computation. 

The  rate  of  unemployment  should  remain  a  key  criteria  for  nteasurlng  eco- 
nomit>  distress  on  a  local  basis.  However,  other  measures  should  be  added — 
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partU-i^larly  in  niral  couiitii-s-  wliidi  iiKllcntc  iiii(liT-«"m|>l(>.v  UKMkt  UlUl  lack  *it 
imrticiimtion  in  the  lahor  font'  hernuse  yf  i\n^  lack  of  John. 

These  measures  sliould  he  a(l<h'(l  in  tiie  Uertiiitioii  of  a  deproMMl  jirea  on  an 
"or"  basin. 

Kolhm'iiiK  are  8oa»e  p<Hhihle  nieaHures.  '!'he.s4'  arc  shiH.slicjllv  iM>sHihlc  for 
all  ('ouhth'.s  ill  (lie  (  S 

1  S  of  m  t  oiit-mif/nitinn  ht  tui  f  n  IIWO  lino.  Act  o\il  luiKmiloii  (h-iiiiilciy  iridi- 
nilcM  a  hick  of  job  opportunities.  Hales  for  all  KfMluck.^  comities  arc  iif»w  hciu^c 
coiiipiit«Ml  and  can  he  llie  hiisis  for  c\aliialiiij4  a  raic  tiiat  is  rcasiaiahlc  to  iisc. 

li,  \on  u(;n('fiUunil  imttloynuHt  us  'f  (ff  ituimluti<ni.  When  tliis  ratio  i.s  l«nv 
it  indicates  hotli  nnder-eniployniciil  niid  lack  ot  participation  in  the  labor  f<»rcc. 

Kinidoyiiient  s«m  nrit.\  ap'ac  iv^s  can  estimate  w  itli .  reasonable  accnrac.v  uon- 
a«ri<  ultiiral  einploynient  by  county  KHilniatcH  of  wa^e  and  salary  \\orker>  are 
even  more  accurate  and  iM-rliai)s  should  be  snbstitnted  as  the  base  iMipniatiori 
estimates  for  (  onntles  are^  prepjiicd  in  nio>t  slates  for  the  inter  <-<'nsal  years. 

It  would  ,H<MMn  reasoMahle  to  a^snaie  that  a  (ounty  with  iion  ii;,'ricnltiir;il  eni- 
ployaient  as  iM»reent  of  popnlatlon  iej-s  than  t>\(»  thirds  of  the  national  norm  lias 
a  problem  of  nnder-eniploynient  ami  hick  of  participation,  MeasnriiiK  em-ploy 
metrj  a;jainst  jfopnlation  of  working;  aj^c  would,  of  course,  be  more  desirable.  Hut 
lM>ptihiti()ii  by  county  by  a«c  K'roui)s  amy  not  be  a\ailable  for  ;U1  c(UUities  in 
non  ceasiis  yea  rs. 

IJ.  Pvr  cupita  inrium-  ".V"  %  hcUnr  tin  nationuf  an  nif;r.  There  Is  little  (piestion 
but  \\liat  this  measure  Indicates  eeonondc  la'alth  <»r  illness.  I'cr  capita  income 
Clin  probably  be  prodmed  by  county  on  an  annual  basis  |)y  the  nftlc*'  «rf .liu44ieHH 
Kconomics.  l\S  Department  of  roinnicrce,  in  a  manner  adecpiate  t'nr  tiiis  purpose. 

A  level  of  Indow  <10  percent  of  the  I'  S.  nii^ht  be  a  reason  far  concern.  There 
.jire.  of  course,  other  api)r(»aclies.  These  have  Ihe  advanta^ie  of  beiui?  simple  and 
available. 


.MiNNh  Ai'oi  IS,  .Mi\\..  Sti)tfinfnr  J7.  I  in/. 

"    Ihm.  Ill  HKiir  II.  Ih  Mi'jiuKY. 

/  .>'.  Sf  fiutor,  OhI  S(inttr  Offitt  ftuililift!/. 
\\  UHlihnjtuu,  J).(\ 

Inixn  Senatok  UrMeiiitKY  :  The  membership  of  the  .Mlrniesotn  Association  of 
Klectric  rooi>eratlves  is  concerned  alM)iit  the  future  development  of  the  rural 
areas  of  the.  Stjite  of  .Minnesota  and  other  >tates  of  our  nation.  The  em  IommI 
jresolutioii  n»<|ueHtln^^  your  sup|H)rt  for  tJie  Rural  development  Uank  Mill 
(S  was  a(h»ided  by  the  membership  on  An^ust  :H,  1071. 

We,  the  membership  of  the  Minnesota  .Vssociation  of  Kle<'tric  ( 'ooiM'ratives. 
-  f<*t'l  that  every  effort  'short Id- be  exerted  in  a  way  that  will  brlnj;  inorf  business, 
emphtymeiit  and  educational  ot/port unities  back  to  the  rural  areas 

Your  assistance  w  ould  be  appreciated. 
-    '  Slncert-ly. 

Oll\  VI.   h.    I^I.NDKI  I., 

MitnifMotn  .\HMUrUitinii        IJIrctrif  ( 'o<ti)<  nt  ti  ft  m. 
I  The  resoiu'tjon  is  as  follows  : ) 

.Membkrhiit  RFsoLrrioN 

Whereas,  the  rural  areas  of  SUnnesota  and  other  States  aiH»  directly  affected 
by  the  movement  of  people,  especially  the  youn^?  peoide,  to  the  larKC  cities  for 
education  and  cnipb^vment.  and 

Whereas,  a. Rural  I)evelof)inent  Hank  lUll  (S  222,3)  has  Imm^h  Introdm-ed  in  the 
T'.S.  Coai^ress  l/y  Senators  llumphrey  and  Talmadj?e  for  the  i)uri)ose  of  making 
available  funds  for  tlie  development  of  the  rurnl  areas,  nnd  \  ' 

»reas.  tlie  rural  electric  rooporntives  have  n  dinn-t  interest\ri  the  deveh)p- 
ment- of  tlie  rural  areas  of  Minnesptn  nnd  our  Nation:  Xow,  therefore,  bo  it 

MrMOlvcfJ,  That  the  .Minnesota  Association  of  i^^lectric  Cooperatives  nnd  the 
HUMuhers  of  the  .Minnesota  Association  of  Eleotrlr  ( 'ooperntives  stii)port  and  ur^e 
CouKrj'ss  to  enact  into  law  the  Rural  Development  Hank  RiU  fS-222.3>  ;  and  be 
it  further 

Hvnohrd,  That  all  the  members  of  the  Minnesota  Association  of  Klectric  Co- 
operntives  contact  the  (N)nj?,ressionari)elej?ation  from  Minnesota  and  other  Con- 
gressnieil^with  which  they  have  a  personal  relationship;  nnd  be  it  further 
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lO^oli-rd,  That  this  reaolutUm  supporting  iwi^HUge  of  tlie  Kural  Oevflopweiit 
Kaiik  HiU  <S-2223)  lie  presented  to  the  mm  A  ReHolutlotia  (?ouimlttee  at 
NUErA  Region  VI  Meeting  for  consideration. 

I.  Orval  L.  LindeU.  (leneral  Manager  of  the  Minnesota  Ansoclatlon  of  Kle<trlo 
Cooi^eratives.  do  hereby  certify  that  the  above  resolution  was  adoptecl  by  the 
membership  of  the  Association  at  the  rcKtHnr  Annual  Kail  Statewide  Member- 
Hhip  Meeting  lield  on  August  S(K31.  11»71  in  Minneapt)ll8.  Minnesota. 


Washino'io.v,  N.C.,  AuguHt  40,  tUlt. 

VhHintmn,  f  J.  Senate  Committee      4i?W(^i//t^rc  and  Ff^restry,  Washxngton,  J)X  . 

Dkar  Senatou  Talmauoe:  X  must  l>egin  my  treatment  of  thought  relative  to 
tlie  subject  document  by  clearly  stating  my  personal  commitment  to  Uie  regional 
(multK-ountj)  concept  for  planning  ami  developmeht  as  being  sincere  In  the 
sense  of  gain  for  development's  sake;  and  not  to  any  extent  for  the 
•^m^r-.ountv''  evoivement.  My  pers,>nal  hop,*  that  multi-county  efforts  »il 
(  onlinm^  t.»  be  the  arms  length  vehicles,  without  mamlate  power  for  the  conduct 
of  planrfing  ami  action  efforts  cumbersimie  for  a  single  unit  of  local  government 

to  perform.  ,  ,  ,  *   i  »     i    .  » 

The  Mid-East  Regional  (Nmimission  Is  such  a  vehicle ;  supported  bj  local  ami 
i:  edcrai  funds  and  armed  only  with  the  power  of  persuasion.  North  (Carolina  has 
m)t  yet  fully,  from  executive  through  legislative  view,  embracnl  the  multi-county  . 
<  (>n(Vot '  csiHK'ially  by  appropriation.  „      ...  i. 

Ti  e  subject  analysis  S.  2223.  implies  son.e  c^jnslderatlo^of  multi-county  or- 
LMnbation  But  that  implication  is  toward  a  work  effort. -^igain.  sans  financial 
Mipp/.rt  Notittcatlon  and  Review  relating  consistently  to  regional  planning  Is 
*,iot  to  be  an  easily  accomplished  task  .if  the  regional  planning  and  the  review 
processes  are  an  administration  overburden  on  meagerly  budgeted  operation!^ 

^^Trle:t\'v."u;ifu^^^^^^^  Is  in  a  five  (5)  year  work  pr<^m;  plan- 

ned  and  added  to  constantly  by  the  State  and  Federal  G^^enmienta^  The  biUs  , 
cm  tinue  to  glide  througli  the  legislative  machinery,  and  the  policies  of  the 
State  and  F&eral  Agencies  each  add  to  the  regional  offices  paperwork  drlUs. 
At  the  preVnt  rate  of  planning  and  i>rinting  plans  the  non-metropolitan^  of- 
ttccM  will  after  years  of  operations  he  able  to  point  at  shelves  and  flies  fiUed 
with  their  letters  and  documents:  and  only  those.  No  action  will  have  been 
takeii  by  that  office  in  the  demonstration  of  its  good  planning.  Too  seldom  do 
lothrr  agciKies.  Imal  or  central,  implement  another's  planp.  ^ui^,t„^ 

So  then.  Senator,  having  plead  the  iJersonal  case,  may  J  turn  to  the  objective 
replv  whi<'h  voitr  letter  Inisites.  "  _         .       .     .       i.  *.   

Itliral  dcv^-lopment  Is  the  hope  of  the  Nation.  Rural  Ainerica  Is  not  a  strange 
nren  to  most  of  the  American  people:  and  if  we  act  iw^mptly  in  restructuring 
the  ncnrlv  forgotten  rural  scene  that  land  area  will  piv)vlde  the  space  and  the 
means  for  the  overburdened  Ignomy  of  the  metropolitan  sprawl.- The  land  area 
of  the  MblRawt  District  Xil!  provide  for  many  thoufuinds  of  n^wcltizens  with 
no  upset  of  natural  balances:  if  properly  planned.  The  Act,  S.  2223  addresses 
opportuidty  for  rural  America.  ' 

Tlie  Rural  Development  Credit  Bank,  by. separate  title  in  the  Act,  should  be 
u  viable  provider  of  rusk  capital  to  the  nfrgl  scene.  I  am  in  complete  accord 
with  th\<  snggeste<r  financial  structure.  Tlie  promisiKl  catalytic  effect  of  such 
Darticipatiiijj  risk  venture  should  be  the  only  reason  necessary  to  Intice  corre- 
inomlents  from  the  private  sector  into  the  loanable-fund-pool.  The  appropriations 
enabling  subsidy  to  borrowers  and  for  Capital  Stock- purchase  are  .s\jrely  rea- 
sonabb- public  interest  requisites.  1  .  ,     '         s  i  , 

The  an{ilvsi<  does  not  address  the  method  of  administrative  funding?,  nor  Uv 
fact  doe«^  it  scCm  to  indicate  sm  h  funding,  beyond  the*  Regional  Bural  Devel- 
opment Credit  Rank  (the  multi-state  hanks).  T  f<^l  that,  If  to  be  leaned  nipon  hi 
the  indicated  M'use,  some  method  of  financial  assistance,  to  those  commissions 
would  be  na.sonahlp.  Some  re.s;y)nsibility  :  such  as  promotion;  planning;  Infor- 
mation service:  review  of  projects;  could  be  the  comml.ssions  attendant^and 
<-ontinnin;r  rc^ponsihilitv.  The  multi-county  office  needs  action  programs  If  it* 
is  to  survive  a  future  evaluation  locally.  Accompliphments.  and  not  plariJ*.  are 
niore  lnt*-resting  in  the  rural  scene.  Slowly  planning  seems  to  attract  more  at- 
tentlon,  but  implementation  will  continue  most  interesting. 


be '(^rmnli^fin/^^  iifi"*"^  h"'*'  i;<HA«ldorutlon.  You,  and  the  Oommlttee  are  to 
of  th^A^'t'?^^^^  requPstInK^ni«K  nrntn-  thinking  prior  to  the  final  draft 

Sincerely,  ^ 

N.'  WOKTH  ('HES80W, 

Interim  Director, 
Mul'Euiii  Evumymiv  i>vri:lupmvHt  Commisaion.  <? 


^Umator  John  V:  Tunnev.  (^^ahkmo.nt,  Vmak,.  Srptnnher  2l^nnL 

^tmate  O/fiee  fiuildinff, 

;f,  however,  rural  Americn  Is  to  be  revitalized  there  must  be  flnunolnt  avull 
M ble  t/,  make  possible  Improved  houHlnK.  I,„,.r„ved  social  uKenAe^  an^  "bote 
hL.  ?™  "wn^fhl,,  of  buHlneHH  enterprises.  The  best  u.i  J  .surest  way  o  broaden 
"wnerahip  of  econo.nl.:  enterprises  |„  rural  areas  Is  thro.ish  tS^u^ratlv^ 
r  'h.lTr"'-  ''""I'^atlve  buslne.si"must  Eg  t  X™  e™ 

of  their  services  They  cannot  be  sold  off  to  anyone  else  such  a7bl|  c  ty  buyer™ 
rhey  must  remain  locally  owned  as  loii«  as  they  exist  ouyers. 

"re'the  foHoX'^m  nett'^r 'h'  "?" "^'eded  I,,  rural  areas 
fann?;n''d'';riS^lni^^iSw':^ 


tlve  4T 'kXr  schooTs  ?.^nd'^'r';""i  .^'x-'X^es^ede,!  to  n.ake  U.en.  eff^-l 
tu-^^T  schools,  and  (5)  and  i)erliaps  liiost  Important  of  all  cooi>eni. 

tlvely  owned  processing  plants  „„  that  farmers'  crops  can  be  uKK^ed  un.W 

"ives    bur/i  th^  being.  <lo.ie  to  some  extent  by  farmen,' i^opera 

.nves    hut  if  the  position  of  the  Independent  farm  or  of  ncrlcultun*  in  .roliolli 

>,MS>,'SXt  .«-r«.n»;r,l,i|',  .„d',,.„  „„„u  ,„„  „, 

■    ™™rJr«"«    "     """"""  """"""  "'  """        l"'l«>rti.nl  W»),.n,.,,. 

.Terry  A'ookiiim. 


Ho..  IIEHMAN  E.  TAI.MADOE,  ('-^N TRRviixE,^ Mo..  Septemher  20.  i97i. 

Senator. 

X'hnirman,  Af/riculture  and  Forestrtf 
Wanhington,  D.O.  . 

 ».«.,„„.,„ 

this  legislation  wou  d  give  strength  t«)  n.ral  ,Ievelop?nent  which  l''badlv  nwd^ 
not  only  ,n  our  area  but  throughout  the  United  States 

i^^L'^r"^!"'  °"      ^"PP*"*  the  Actpassefl  into  law. 
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pAfL  PniCE, 

Presiding  Judge, 
Reynolds  County,  Mo  / 
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Amu  knk.  M*k\.»  t<vfttrhiher  P,  lUll. 

Scpator  HiWRT  ili'ArpiiiiEY, 

<'hafnnan,  Suhrommitti  v  on  Rural  IhTvlopmentt 

l)k\n  Sexatou  Hi'mi»iikky:  1  am  writing  in  n*^nn!  to  your  SulK'oininittoc  on 
Uiirnl  I>eV€^o|)nieiit. 

First,  let  ni<»  bnckgrouiul  you  on  onr  organization,  the  West  Texas  Chamber 
ot  Coinnierre.  Tliis  organization  Is  ."Vt  ynirs  old.  It  serv<'H  the  western  area  of 
Texas,  a  copy  of  a  map  of  our  service *ar(»a  is  attaehe^T.  Tills  area  Is  about  (MK/r  of 
the  State  of  Texas  ami  Is  equivalent  to  the  size  of  V\  of  our  states.  There  are  1C2 
towns  affiliated  witli  our 'organization  and  nil  but  10  of  thesp  towns  are  smaller 
than  5(),000  population. 

From  our  over  r>a  years  of  work  In  tlie  rnrni  areas,  I  believe  we  can  speak 
with  a  great  deal  of  authority  on  rural  America.  Irl  fact  In  April  Xm7  the  West 
Texas  Chamber  of  Commerce  did  probably  the  most  definite  study  every  made  of 
the  problems  and  potentials  of  the  small  town.  .More  than  17,431  man-honrs  wvo 
spent  preparing  this  study.  Mo;Jt  of  which  were  volunteered  by  people  of  su<*h 
.knowledge,  position  and  expertise  that  even  the  United  States  Government  could 
not  have  hired  them. 

We  have  through  the  years  been  closely  associated  with  all  t^e  many  attiempts 
by  various  departments  and  agem-ies  of  the  Cnltt^l  States  Goveri;iment  to  ac- 
eomplish  Kural  Development.  GeneraHy  these  hav<>  resulted  In  failure.  I.  |)ers<m- 
ally,  spent  over  20  years  of  my  adult  life  In  a  small  town  in  a  rural  area  and  was 
(•(niipletely  committed  in  my  al*>netary  Investments,  civic  <*ndeavors  ami  social 
endeavors  to  the  rural  environment.  I  was  a  businessman,  farm«r-rancher  and 
(^lec'ted  otBee  holder,  or  board  api>ointee  on  almost  all  Iwards  and  offices  foun^l  In 
the  rural  annis.  So  if  there  Ik  one  area  of  life  in  Amerh-a  today  that  we  feel 
qualified  to  speak  on  it  i«  rural  America. 

It  lsM)nr  opinion  that  the  reaf*on  for  the  general  failure  of  the  past  rural 
development  programs  i»  that  we  have  never  utilized  the  proper  people  resources. 

In  the  past  all  authority  and  responsibility  has  been  placed  with  governmental 
departments  or  bureaus.  This  has  been  doomed  to  failure  from  the  start  for  the 
simple  reason  the  Government  will  never  be  able  to  staff  the  programs  with  the 
properly  motivated  and  knowledgeable  people.  Xevei»  have  we  ntllizeil 
th<»  vast  reservoir  of  properly  motivated  and  knowledgeable  people  that  are 
available.  I  am  speaking  of  the  result  oriented  |>k)ple.  The  do-era.  The  people 
who  have  a  monetary  investment  in  rural  America,  the  people  who  are  hired 
and  fired  on  the  basis  of  the  results  they  achieve.  \ 
In  the  past  the  plan  of  operations  has  been  to  establish  a  government 
bureau  and  charge  it  with  the  rural  developnient  responsibility.  The  n-^stilts 
huve  been  (1)  a  large  bureaucratic  organism  with  all  Its  inherent  fairits  and 
evils  at  a  tremendous  cost  to  the  taxpayers  (2)  beautiful  lengthy  terbose  |)lans 
that  collect  dust  or  are  eaten  by  the  rats  CU  a  vast  amount  of  lip  servlc*' 
and  m»ws  media  releases  (4)  no  results  (.I)  and  bitt^T  disappointment  an<l  detri- 
ment to  rural  America  (6)  and  unnecessary  ^ost  to  the  taxpayers. 

It  is  inherent  to  the  system  that  Government  employe<*8  wrapped  ift  a  cocoon 
civil  servJce  secnrity,  have  only  to  go  through  t\^'  motions  and  then  if  the  efforts 
<Io  not  hear  results-  Avell  back  to  Congress  for  more  inciuey  and  another  i)ie-ln- 
tlM»-Mky  rural  developni<Mit  program.  , 

.My  suggestion  is  that  rural  <levelopment  resonn'<»H  of  the  Ciovernment  ♦should 
be  chJinpeled  through  the  private  sector  of  rural  development  professionals. 
Their  job  is  on  the  line.  ITieir  money  Is  Investefl  In  rural  America.  , 

?:ach  large  company  maintains  large  staffs  of  Industrial  DeVelopmeut  exiM»rts. 
Agriculture  Development  experts  and  other  experts  relative  to  all  aspects  of  the 
rural  society.  There  are  chambers  of  commerce  organize*  In  most  towns  with 
vast  reserviors  of  knowledgeable,  committed,  'resourceful,  volunteer  civilians. 
There  are  State  and/or  Regional  Chamber  oT  ^Oommerce  orgnniisiaUdil^j  cover- 
ing nil  of  rural  America  who  are  manned  in  large  imrt  by  volunteer  civilians 
composing  the  best  brains  in  America  that  collectively  blanket  every  aspect 
of  the  rural  environment.  There  is  not  enough  money  In  America  to  hire  these 
people,  y»»t  their  services  are>available  to  solve  the  rural  problems.  n. 

The  Government  of  the  rnite<l  Stat<'S  shonhl  make,  available  to  these  pe<»ple 
what  resources  they  need  and  let,  them  do  the  Job.  They  can  and  they  would. 
If  they  are  not  stifled  by  a  mass  of  go>t»rnmcntal  bureaucratic  planning  and 
staffing.  \ 
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AlHf»,  If  the  nirul  develotiineiit  proi^ram  utilized  the  State  or  Hegional  Cham- 
bt»FQ  as  the  adminlatratlve  vehicle,  on  a  contractual  bagis,  for  this  effort  th^re 
would  he  II  treineiulouH  MaviiiK  in  ndniinistrnfive  cOHt  to  the  taxi>ayers  and  alwo 
would  inMUre  more  of  the  resource  funds  pr^iup:  into  the  actual  development 
prof^ram. 

*lf  you  want  to  develop  rural  America,  prtve  these  people  that  have  their  lives 
and  money  invented  in  rural  America  the  resounvH  and  don't  just  build  another 
coatly  bnreaucmtic  empire  that  will  again  fall  rural  Ametica. 
Hincerely, 

J.  FiKE  GODFBEY, 

\  .  KxecuHrv  Vice  l^rrsident. 

West  Texas  Ohamher  of  Commerce. 

i  The  ump  lo  aa  f^>llou  H :  > 


Hi  v(  Ksnrmi,  Va..  Nr/>/r/»/K  r2, /07/. 

Hon.  Wiii.iAM  M.'SiMWN(i.  Jr. 
(*onf/r(  HM  tif  thr  (  nif^rtl  Stutt  M,  • 
Scntiir  Of/icr  litiffdini/, 

liiu.:  It  rei'ently  has  come  to  my  a  Mention  that  Senate  It  ill  2'2'2H  to  amendr 
the  Conriolidated  ^a^uer^^  Home  Adiulnistrntlon  Ac-t  of  IIMU  was  introduced  on 
July  7  by  Senator  pumphrey  an**  ^  uumbiT  of  other  Senator**,  Including  yourself. 
Your  IntereHt  in  improvluc  Wxin  important  pro;;ram  is  to  ite  couunendetl.  Hecaustr 
of  your  interest  in  thl»  nmtter.  I  would  like  to  share  with  you  Information  about 
our  IntereHt  in  the  fy|>e  of  activities  iuvolvcHl  in  S  2228  and  some  of  our  concerns 
about  duplication  of  pro;;raniM  of  thin  ty|ie.  ,  ' 
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Our  review  of  S.  222:^  indicated  that,  if  this  iliU  were  enacted,  it  would  establisik 
FHA  as  an  agency  that  would  conduct  a  ui^iber  of  programs  that  dupiicute  the 
programs  currently  being  conducted  by  th«f  C'ooiierative  Kxtension  Service.  For 
example,  Section  708  (phge  68)  enum?ratefl<  powers  of  the  Federal  Rural  Develoih 
ment  Credit  Ageney  that  in  many  cajsej/  duplicate  programs  conducted  in  all 
.states  through  Cooi)erative  Kxtension  i^mI  the  land-graiit,  universities.  Section 
710  of  the  Bill  provides  that  the  Federal  Rural  Development  Credit  Agency  shall 
have  i)ersonnel  qualified  to  give  advice  Iti  a  number  of  fields  in  which  Cooperative 
Extension  personnel  already  give  tecl^hical  assistance  and  advice.  That  Section 
also  authorizes  the  Agency  to  engage  In  research  and  information  gutheiing 
relating  to  municipal  growth  and  development  among  State  and  local  govern- 
ments; the  land-grant  universities  qfnd  the  Coop<*ratlve  Kxtonsion  also  are  en- 
gaged in  these  activities.  / 

I  know  you  will  share  my  concerii  aXyout  this  [wssible  duplication  of  programs. 
Inasmuch  as  the  land-grant  institytioAs  and  the  Cooperative  Extension  Service 
already  are  funded  and  are  deslghuted  by  law  U>  conduct  many  of  these  same 
programs,  we  question  the  advifiUibility  of  rtuthorizing  a  line  Federal  agem^y 
to  become  engaged  in  them.  lender  tlie  Cooperative  Extension  Service  programs 
In  Virginia,  all  of  the  resourctVof  Virginia  Te<h  are  used  in  cooperation  with 
the  programs  of  FHA,  thereby  strengthening  the  programs  further.  This  nr- 
rangement  exists  in  virtually  nl]  other  States.  It  apiiears  imulviHal)le  that  another 
agency  be  authorized  to  duplit'ate  the  programs  which  the  Cooperative  Kxtcnsion 
Service  conducts  so  successfully  in  all  States,  with  the  cooperation  of  the  Imid- 
grant  universities.  / 
^         It  is  my  hope  you  will  g^ve  qur  concern  some  consideration  to  avoid  needless 
V    duplication  of  programs  and^mssible  weakening  of  the  very  successful  programs 
^OJow  bfing  administered  thi>oiigh  the  Cooi>erative  Extension  Service^ 

I  am  sure  those  associated  with  the  Cooperative^xtenslcm  Service  in  ihr 
t'.S.  Department  of  Agriculture  will  be  happy  to  diseiNs  this  mattep  with  von 
or  members  of  your  «talt  further,  and,  nee<liess  to  say,  I  would  be  glad  to  pro- 
vide any  additional  infoimmtlon  that  might  Ik^  hcli»ful  to  you. 
With  warmest  personijll  regards,,  lam 

Sincerely,  /  , 

T.  M.VRSHAM,  Haikx,  Jr  , 
PrcHidcnt,  Virffinia  Poljftrrhnir  ffifftitntr  ami  State  Vnivcr-sitff. 


Statement  of  DaviA  C.  FvLLAaxoN,  Execjutive  Vice  Prestdent,  National 

rELEPIlONE  COOPEKATIVE  ASSOCIATION 

My  name  is  David  C.  Pullarton  and  I  am  the  Executive  Vice  President  of  the 
Xati(mal  Telephone  Cooperative  Association  located  in  Washington,  D.C. 

Our  Association  represents  the  nation's  2S4  cDoperatlve  rural  teiephoni'  com- 
panies as  well  as  many  of  the  small  Indeiiendent  commercial  companies  of  the 
nation.  Our  members  obtain  all  of  their  capital  financing  -through  the  Rural 
Electrification  Administration  of  he  XT.S^  Department  of  ^Lgriculture. 

As  an  A.ssociatlon  representing  rural  interests  almost  excljjsively,  it  is  obvious  . 
we  have  a  deep  and  abiding  concern  with-  a'ny  legisUition  affeeting  rural  America,. 
And  I  think  there  Is  n^Vloubt  that  this  bill  Is  one  of  the  mrtst  significant  pi(H*es 
of  rural-oriented  legislation  to  come  «bef ore  Congress  in  many  years.  As  the  dis- 
tinguished Chairman  of  tlie  Subcommittetj,  Senator  Humphrey,  noted  on  intro- 
ducing this  bill,  "the  legislation' picks  up  where  tht{  IIom<*stead  Act  of  100  years 
ago  left  off  In  trying  to  prpmote  an  Intelllg^'ut  rational  growth  ixMicy  for  this 
nation." 

I  come  here  today  to  volc^  our  Association's  support  for  this  bin.  WV  firmly 
helieve  in  the  tried  and  true  approach  this  hill  presents — the  providing  of  harfl 
and  soft  credit  for  public  and  private /ural  borrowers. 

The' telephone  cooperatives  \\hom  our  Association  represents  are  living  pnipf 
that  these  principles  work. 

As  I  am  sure  all  of  the  distln^lshed  members  of  this  Committee  are  aware, 
the  nation's  telephone  coops  as  w^U  as  the  small  indeiw^ndent  commercial  com- 
panies play  a  vital  role  In  our  coiVntry*}3*telephone  network.  Though  we  serve 
onl.v  a  fractionally  small  percentage Nof  the  nation's  telephones,  nevertheless,  we 
provide  modern  service  In  areas  wMc^.  were  It  not  for  the  foresight  of  the  Con- 
gress some  22  years  ago.  would  probabl.V^  he  iinwrved  even  today. 


We  bi*-Ueve  the  bill  you  are  coiiHidering  today  will  have  the  samt*  effect  on 
niral  industry  and  rural  life  in  general  as  that  initial  RE  A  Telephone  Ijmn  Act, 
had  onmral  telephone  systems  some  22  years  ago. 

At  that  time  rural  telephone  systems  were  moribund  and  decaying.  Large  por- 
tiouti  of  rural  America  were  totally  unserved  and  much  of  the  service  being 
provided  was  utterly  inadequate.  So  Oongress  took  the  initiative  and  amended 
the  Rural  Eaectrlttcatlon  Act  of  1936  to  provide  for  long  t**rm,  low  lntere>»t  loans 
to  commerical  and  cooperative  entititles  who  would  pledge  to  serve  all  .subhcribers 
in  their  territories. 

The  results  were 'phenomenal.  (Cooperative  entities  were  organized  to  serve 
rural  communities.  Small  commelfciai  oomimnies  took  the  opiK)rtunlty  to  use  UKA 
funds  to  modernize  and  expand  their  service.  * 

ArejiH  that  had  nev  er  receive<l  service  "canie  on  the  line"  and  oiit^lattMl  l*l-2()' 
party  lines  were  upgraded  to  more  m(Mleru  N  party  hihI  4  party  service.  Today, 
of  course  even  8  and  4  imrty  service  is  inade<inate,  l)Ut  witli  the  passage  of  the 
rural  telepiJone  bank  I)ill — thanks  to  the  strtmg  support  of  this  (Vmimlttee — it 
will  not  be  many  years  l>efore  we  one  party  service  as  the  standard  In  rural 
America  as  well  as  urban  Amejrica. 

What  ,d0^3  this  very  brief  history  of  the  rn^al  teleplione  program  prove?  It 
proves  that  rural  Ame^^<^lns  are  willing  to  make  the  effort  to  p\ill  their  com- 
munities up  by  their  b<H)tstrapH,  given  I  be  chince.  It  prove^  that  there  is  a  great 
vitality  nnd  spirit  in  rural  America— given  tbe  opi>ortunity  to  nourish  it  nUd 
^kt*ei>  U  alive.  It  proves  we  can  provhh*  any  kind  of  tirst  class  service*  in  rural 
America — telephones,  electric,  medical  or  wliatever— rgiveu  tlie  capital  to  get.  it 
going.  * 

We  all  rtH-ognize  the  benefits  of  rural  living,  and  we  also  kee  i  learly  the 
problems  facing  niral  .\njerica.  Our  Association  believes  this  bill  i»ffcrs  ;i  xcry 
reiil  alternative  to  letting  niral  America  fail  into  dtn'ay.    ,  , 

.V*i  r  n<*ted.  we  believe  the  iiural  Development  (Yedit  I^ank  ap[>n)ach  is  a 
Mmntl  one.  A  bank  (bK*s  not  iMiike  grants  (;r  "give"  money  away.  It  makes  loans 
and  it  nH]Uires  individuals  to  work  and  be  creative  nn<l  to  reiiay  the  note  involved. 

The  fact"  tluit  tben»  are  *<onje  intenwt  subsidies  involve<l  is  not  heretical  as 
far  as  we  are  coH/  ernetl.  We  ftM»l  that  where  hnieHcial  subsidies  of  this  sort  are 
n(»e<bMl.  they  should  b<»  grante<l. 

Our  rural  telephone  program  is  sid>sidized  but  e  are  not  ashamed  of  it.  Every 
tlollar  loane<l  to  runil  telephone  comiMUiies  is  ]vald  back  with  ijiterest.  and  this 
will  be  true  with  every  loan  nmde  under  this  hill. 

We  also  think  tbe.l>evelopnient  Hnnk  apiFtoach  is  sotnul' becait^*  it  nllows  for- 
the  maximum  amount  of  individual  planning  and  Initiative  at  the  local  level.  The 
closer  to  the  grass  roots-  in  which  individual  activities  siKmsrxi-ed  by  this  pro- 
gram are  lnitlate<l,  the  more  successful  it  is  going  to  be,  in  our  opinion. 
'  Hopefully  this  bill  will  also  allow  rural  Anu^rlca  to  attack  of  i'ts  most 
serious  j^roblems — the  oyt-migration  of  its  yinith.  Only  if  we  <-an  pti>vj7!e  Jobs 
and  the-niodem  facilities  and  nmenltit^  of  all  types  in  our  rural  aft^as.  are  we 
going  to  able  to  persuade  our  rural  youth  to  stay  at  home  and  not  turii  away 
to  the  big  cities.  ^  . ' 

Rural  Americas  problems  are  not  going  to  be  solved  in  caie  year  or  in  t\\*jo. 
Tliey  are  not  going  to  be  solved  solely  by  making  more  jobs iivaila hie  alone  or  more 
liouses.  Ratlier.  the  key  is  to  l>e  ftnmd  in  legislation  such  as  this— a  broad-bjis^Hl 
bin  that  will  provide  ample  credit  for  a  multiplicity  of'purpo.se.s.  It  would  be  diffi- 
cult for  Congress  to  anticipate  the  myriad  of  ways  this  credit  will  be  used  and 
perhaps  it  should  not  try.  Better  to  create  the  Instruments  n\u]  provide  the  en  pita  L 
and  let  the  native  ingenuity  of  our  citizens  do  the  rest. 

Si)ea  king  for  the  na  firm's  rural  telei^hone  ccmipanies,  I  won  hi  like  to  assure  this 
(N)mmittee  that  right  now,  thanks  to  your  foresiglit.  we  are  preparing  to  full}/ 
Serve  rural  America  and  we  are  working  to  provide  telephone  service  as  modern 
and  n|)-to>date  as  tliat  found  in  any  city  in  our  land. 

As  I  mentione<l,  it  is  because  of  this  committei^'s  foresight  that  I  am  abl*  to 
make  that  pledge.  This  is  because  of  the  accomplishment  yow  wrought  with  the  ^ 
passage  of  the  Rural  Telephone  Bank  Act  earlier  this  year.  This  law  is  going  to 
provide  the  nation's  rural  telephone  systems  with  the  same  kind  of  capital  In- 
fusion that  you  are  here  planning  to  give  the  entire  rural  ecimoniy. 

Your  Committee  has  shown  great  vision  and  foresight  in  planning  for  Ameri- 
ca's rural  growth.  The  passage  of  the  Telephone  Bank  Bill,  and  the  consideration 
of  this  legislation  a  re  clear  evidence  of  that  fact. 


o  - 
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(ii)iK-ln(linKtxI  wouiU  like  to  comment  <m  one  aspect  of  thls.bill  \Hi\ch  dl- 
i*tH-tl>  ^flfe<-tHi)ur  AsHoclation,  This  iK  tlie  Inciiision  In  tlie'blil  of  iaiiffuage  which 
\v<Ttil<i  provide  for  ii  reor>ihnizntion  of  the  I'.S.  Department  of  A|;riculture,  |)UttinK 
'the  Rural  Eleetriftcatiofi  Atlinlnistration  under  a  new  Assistant  Secretary  of  Ag- 
rlenlture  for  Kirrai  DevWopment  Cpedit.  ()tiiftr  HKeneies  to  be  fhciiided  nnder  this 
ne\v  Assistant  Se<*i-etnry*s  jurimlietion  won  id  be  uonew  Fjtnn  Develoranent  Ad-  ^ 
ministration  and  the  new  Uorni  Enterprise  and  ('onnn\inity  Development  Admin- 
istration to  be  <Teate<l  by  tliis  net*.  Functions  of  tl^e  present  Farmers  Homo  Ad- 
ministration would  l)e  <iivided  between  these  two  new  aj^encieft  while  the  ac- 
tivities of  RKA  would  be  left  Uiiimpnlred^ 

At  this  time,  the  National  Teiepiione  Cooperative  Assoeiutlon  nekher  favors 
nor  purposes depart fnental  re-orjranizatlon,  We  iK^lieve  careful  study  is  utM'es- . 
.siiry  before^a'riy  sm*h  far-reaching  defcisions  are  made. 

With  this  evr'eption.  we  wrjre  the  Commi'tttv  to  favorably  <*onsider  this  legis- 
lation and  that  it  be  promptly  cleared  for  actlc^n  by  the  Senate.  ^  ' 


Kacink.  Wis,,  Nr;)fcm-6c/'J).  757/. 

Mr.  JOHX  A,  l^AKKR, 

iUtnunitant,  Suhcotnniittrc  on  Rural  Drrdopmr^t,  Scrtatr.Af/riCAiftftn'Cfjnnnittir. 

Dkak  Mu.  K-VKER;  I  am  here  at  the  .lohovson  Foundation  working  with  the 
Sjt'cretariat  of  the  1071  International  Youth  Conference  on  the  H\imiin  Environ- 
UKMit  <  onipletint,'  the  follow-up  responsil)ilities  of  the  <«onferenee  which  was  lield 
in  Hamilton.  Ontario  August  2(KiO.  WfJi'klnu  on  the  conference  has  be^'n  a  rigor- 
ous but  cxtrt^iuely  reward injr  exiM»rien<  e.  Now  that  our  s<'bedule  here  has  ease<l  a 
hit,  *l  want  to  rhank  yoii  so  very  much  (ov  the  time  you  tw>k  to  talk  with  me 
(HI  the  17th  of  last  month  wldle  \  was  In  Washincfoii.  The  opportunity  to  exchange 
news  and  views  with  you  and  with  Mark  was  a  most  <Mijoyable  one.  1  s|»eat  threte. 
days  there  meetinpr  with  otliers  whom  I  felt  sharwl  my  C(mcern  for  lmprove<fef 
te<-hiii<iues  of  "I  rban  DcsIku*'  and  Its  role  in  (*omniunity  deveropment  in'ojrrams; 
f<tr  balanced  urban  Krowth  and  tlie  resurKen<'e  of  smaller  towns  arid  cities  ;  as  well 
as  for  u' truly  sljsnifleant  celebration  of  our  l)icentennial. 
^  I  nfortunately,  I  did  not  ti"d  many  l>eopj£  In  the  extM  iitive  departnients  who 
sliarett  those  con<'erns  or  felt  that  opportuiples  were  available  to  do  something 
about  them,  t  can  appreciate  tlM'lr  predifln^ient  of  lack  of  adequate  financial 
;^iipport  and  ♦iuiaLnnatlve  leadership;  However,  my  dls<-^ssions  Witli  you  and 
AFark  an<l  witli  Senator  Iluinphrey's  assista!)t.  Al  Sanders,  were  very  encour- 
ajKlnjr  .'ind  h(»lped  me  iw){niize  tliat  these  tyi)es  of  experimental  demonstrations 
are  <h»sperat<dy  needed.  J  discussed  with  you.  I  stronply  sense  that  a  tbr^e 
pronired  atta<>if^is  rniuired  for  a  truly  effective  and  workable  national  url>an 
Krowtb  \)i>\yy.  1)  Maintain  an<l  strentrtlieji  the  <Mirrent  efforts  to  Improve  the 
livability  of  our  major  \irban  cenfers :  2)  Trovlde  new  means  and  methods  for 
.snialh^r  towns  and  cities  (the  hometowns  a<-ross  the  <ro\intry )  to  P(»vitalize  theia- 
selves  and  becoijje  n\iclel  for  more  luimane  and  governable  imiailatlon  distribU' 
tion  patterns:  and  .S)  Create  s(df  sustalnjnj:.  select  new  towns  that  will  permit 
exiMM-i.mentari(»u  with  varieties  of  new  technoU)Kies  and  systems  that,  once  tried, 
co\\U\  hi'  apidled  within  f^xistlnpr  settlements.  In  any  case,  ^lotlilng  less,  than  a 
total  <-ommitnient  to  a  domestic  Marshall  Man  will  suffice.  ^ 

I  must  apolojrlze  for  not  having  scut  a  review  drtift  on  rtppli<*able  design  state- 
ments for  tlie  Rural  Development  Bill.  \  Iiave  Kiv.cn  some  thouKhf  to  it.  however, 
aiMl  w'U  share  tlif)se  thoujilits  with  you  now.  I  am  still  not  satsififMl  with  their 
<-('HJi»!cleness.  level  of  development,  or  clarify.  I  will  enclose  a  sheet  that  has 
sunu^  noi<'s^  ha\e  jotted  (b>wn.  .Vs  yoii  <'a'»i  see.  from  them,  tn  attempting  to 
couu'  to  p:rii)s  with  yo,nr  question  of  n  mor**  appn)prlate  name  for  "Frban  Desipi*', 
for  want  of  n  lUfU'e  imafrinative  or  creatlv<'  phrjrse.  I  am  favorinjr  the  term  "(Com- 
munity Desi;?ii*'.  T'be  colicepts  that  T  feel  "Community"  represents  are:  tlic 
lM<*k  of  separation  between  rural  and  urban  ai)plication.  between 'sizes  of  towns 
&  citi(»N:  its  appllcai)ility  to  the  reuK^f^il  ^^<*aio.  the  entire  municipal  .scale,  or  the 
.snlHmunicii)al  scale— the  village  or  the  neighborhood:  and.  finally,  the  social 
context— the  people  o'rientation — that  it  implies. 

In. this  respt^ct  the  Rural  Development  Hill  could  serve  another  far  reacbintf 
and  innovative  purpose  In  aHdition  to  those  it  already  contains.  It  could  j:o 


650 

l)eyoiKl  the Coinpn^Iiensivt'  IMaii  ('oiU('i>t><  <>f  Mo(li»l  ('itlt»H  hik!  701  un(l*»r  lll'l) 
hy  fosterliifc  und  uiakiiiji:  oixTative  thv  ('()iiii)ivht»nsiv('  IMaifiiiii^j:  Prongs  (or 
the  ('hiii|)relienHlve  ('(naijiuiilty  I )t'vel(>piiuMit  Pnu't'ss  as  I  call  it  irr  the  enclosed 
iiuiterial).  The  dlfTereiice  l^eUvceii  Hu*kc  two  c(mcv|>ts  -  hetwtn'n  the  IMan  aiul 
the  rnx-esH — Is  very  ilHtlcult  to  explain,  Imt  it  is  Vt;ty  cru(  lal  to  the  np^^nidiaj; 
of  i(wal  cai)abillty  j^)  adlninister  and  siistiiiji  developiiieiit  pio^'i'anis  ;uul  projects 
let  ah^iie  their  m^rdination  and  ititeiielatedness/  I  am  enclosing'  a  copy  of  tlie 
de^M.■r^ptl()n  of  suclr  a  I'rocess  whicli  we  evoIve<l  in  Tiird<Iad.  I  will  l)e  liai)i)y 
to  pursue  tlds  concei)t  for  more  i^eneru)  gnldan<e  and  broadei"  reference  if 
you  think  It  has  application. 

I  trust  I  loft  a  copy  of  my  "I'rhji.n  Design  Demonstration'  l*roiM).sal  with  you. 
In  any  case,  I  nuike  the  argument  there  tliat  appnrpriate  quality  design  has  much' 
todo  wUh  the  success  of  failure  of  a  i)roj^-t.  Stewart  I'dall  wrote  tluit  "tlien*  is 
neitlu*r  practicality  nor  economy  in  UKiinoss,  iu  d<Hay,  iu  desjMiir,  in  disorder." 
Vachel  Lhidsay  once  ol)served  that,  ".L'^Iitiess  is  a  kln<l  of  nds^overnment."  The 
amountK  of  monies  that  the  ftMh'ral  Koveritmen^  is  spending  on  civic  structures  and  ^ 
improvomentH  ivarrant  its  lead  in  setting  j-equlreuients  for  quality  deslj^n  *  iiot 
jiist  for  an  elite,  but  for  all  men."  I)esl>n»  of  this  call  lire  aiul  scope  could  provide 
the  physh»al  context  within  which  life  Ih  our  nation's  "comiaunUles"  could  be 
creatively  excitlnj;.  .  ^  ' 

How  do  you  instire  that  (juality;  oxc(  llencf»,  and  hreiidth  of  (h'slu'n  V  I  would  sUK- 
i^i'st  the' following  alteriaito  strategies  reallz,Lnff  that  they  may  require  modifica- 
tion of  e'()nd>inatlon  or  some  othei- stralvicy  that  tliese  merely  sn^^est. 

nr-()frpr  annual  awards  for  <!esl^n  excellence  from  amoiu?  those  projects 
■  fuiide<l  under  the  p^OKnnn.  .  .  • 

(2t  Maintain  a  public  education  and  hiforniation  pro^rtim  explaining  the 
elemefits«and  advantages  of  excellent  design  iis  W4'll  ns  Klvinj;  exaniples  of  qunlity  * 
<leMipi  widest  i»ossil)le  covera^'e  in  the  mass  media  and  other  means  at  circubitlon 
and  exposure. 

i'A)  I*>rovIde  an  iuterdiscipli^ia ry  review  "  jtiry"  or  Inmrd  at  tlie  F(MlernJ 
Kej;i«^rtni  Office  lend  (possibly,  to  l>e  utilfze<I  hy  the  of!lcf»i«;  of  all  de[mrtmer\ts  in 
ea<*h  rt«f?lon).  This  fi^rcnip  w(>uld  be  called  to;i;t»ther  on  a  rej^dar'ba-i>*  to  review  tla» 
subndssii)!!  requests  from  jmi)licfints  which  would  in<lu(levSJ  lieniat{b;  desiv:ns. 
for  t  heir  iwirticular  pr()je<'ts^  ^ 

Th<'  lejjislatlon.  or  at  least  the  deimrtni(>ntiH  n'jj;uIations  niN!  circulars  outlin- 
ing the  administration  of  the  pro^'ram,  ouf^lit  not  ou\y,  require  su<  ii  'i<  hematie  de- 
.  sij;ns  he  included  in  the  Initial  submiKsion  but  ajso  ought  to  allow  for  the  total 
exi>euditures  which  the  applicard  i|icnrred  lit  the  prei>arjition  of  all  s<-hemati('  de- 
signs thru  desi>?n  development  be  ajj  eligibh'  cost  under  the  terms. of  t.lie  io;in 
•M\i\  Ih'  interest  free.  A>  stiiadatlon  could  also  be  pnjvlded  fop  those  pnjects 
which  receive  recrigidtion  for  excellenc<M>y-  tiie  Ivview*  jury  to  have  t|^e.  sam(» 
trdal  jiniount  su!)tnicted  from  th(»  total  repayable  principal  of  tlH»'loaa.  Another 
alternative  wovUd  l)('  to  provide  gnnits  for  the  preparati(Mi  nf  pn)je<  l  i>ro- 

posals  and  desipn  work,  if-a  com|»etent  and  reputable  design  tlrni  i>r  licensed  d^'sign 
professional  were  engaged  to  do  thnt  work. 

Please  let  me  know  if  nny  of  these  conceyts  appear  to  ha\e  some  applicnlion 
for  your  i)Uii>oscs.  I  will  be  returning?  to  <'olorado  later  tliN  week  au<l  will 
(levelop  these  thoughts  fhrther.  Tluink  you  onc^*  again.  My  reu'Jinls  to  .Mark 

HONAIJ)  V  vssAKKi.r.r. 
Eiw'lnmir  Fainnttititt}}  f tit<  r7\utiu\iul. 


TiUNmAr).  Core,.  S(  pfinftn'r  UHl. 

Websters: 

'  Environment-  2  \  The  surrounding:  ccaiditlons.  influences  or  forces  that  in- 
fluence or  modify,  as  n\  the  whole  <'ompIex  of  climatic,  edniihic.  and  biotio 
facttju-s  that  act  ui>on  an  organism  or  an  (M-oIogical  rownnmit!/  and  ultimately 
/  -determine  its  form  and  J?urvival- of  habita^.  ft:  Tlie  aggregate  rjf  s<Kial  iinii 
cultural  (Conditions  (as  cu.stnius,  laws,  language,  religion,  and  econonlic  an<l 
polith^al  organization)  that  in'lluence  the  .life  of  an  individual  or  comftnuiity. 

Vrban  Dexiov :  The  architecture  of  towns  «n<l  cities. 
.   Economic  Dcmun:  Possibly  too  ^eiu>ral,  too  broad  not  fandliai- ^^nou^jh  a  term 
fo^r  pul)lic  consimiption??? 


7  ' 
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« 

KnvironmentUl  Design:  Same  problem  ...  too  elusive  fop  the  general  public 
OS  yet. 

Comjtrehenslve  Detsign:  No  good.  Too  much  confusion  with  comprehensive 
piuunlng. 

Community  Design:  Implies  social  context  not  limited  to  any  scale. 
Kkir^l  Design:  Same  problems  of  etcluslve  divfclon  that  "urban"  Implies. 
CiviC'Design :  UtUts  at  luonumeiitM  und  aii  Inliuuinn  Kcnle. 

Ronald  Passabelh. 

XoiiMAX,  Okla.,  September  8,  19K1. 

Senator  Hubebt  H.  Humphbey, 
'Chairman,  Mural  Development  Subcommittee, 
Senate  Office  Building, 
Washington,  D.C. 

Gentlemen  :  I  am  an  engineer*  and' our  organization  has  been  working  very 
closely  with  the  Farmers  Home  Administration  for  the  last  eight  years  and 
hiiH  seen  the  steady  growth  of  the  rural  programs.  First,  let  me  say  that  the 
Oklahoma  Stlite  Farmers  Home  personnel  are,  in  my  opinion,  dedicated  gov'ehi- 
ment  workers.  They  have  a  mission  to  improve  rural  life,  and  they  work  long 
ho\irs  and  work  with  the  people  and  are  accomplishing  the  mission. 

N<^w,  I  would  Hke  .to  discuss  the  program  for  rural  water  systems.  We  have 
made  comprehensive  water  and  sewer  studies  for  twelve  counties,  and  I  would 
sure  like  to  see  them  implemented.  I  have  worked  with  rural  residents  who 
have  been  hauling  water  for  over  twenty  years  since  the  ground  water  in  many 
parts  of  Oklahoma  has  become  contaminated  with  salt.  A  1,000^  gallons  of  water 
to  most  people  with  piped  In  water  is  just  the  minimum  billing.  To  the  farmer 
wItlKi  tank  on  a  half -ton  pickup,  It  Is  over  four  tons  of  water,  or  two  days  work 
and  six  to  eight  trips  to  the  town  water  point  where  he  can  purchase  the  water. 

The  Farmers 4] ome  Administration  prides  itself  In  the  fact  that  It  Is  operating 
n  self-sustaining  business,  A  revolving  fund  for  our  taxpayers.  Therefore,  on 
this  l>asis  they  have  been  assisting  water  boards  In  estal^lshing  water  systems 
thajt  are  se^f -supporting.  This  1^  fine,  this  Is  Uie  American  way  of  life,  and  the 
rural  resident  has  HvecKthls  way  for  years,  making  his  living  from  the  soil. 
The  only  catch  to  this  Is  that  the  systems  are  npft  always  up-to-snuff.  The  water 
pressure  depends  oU  pulsating  pumps  pushing  water  through  Umlted  size  plplUg^ 
Wltli  grant  money"^  these  sytems  conid  be  bnllt  to  meet  ^qulrements  more  ad<>* 
(inateiy,  resulting  in  a  well-engineered  system. 

f^et  me  call;  your  attention  to  the  present  day  means  of  financing  In  dtlet^  and 
tow n.^/ The  average  governing  hixly  will  not  undertake  A  basic  water  or  sewer 
projifH't  for  their  com  in  unity  \vlth«mt  applying  for  a  baMc  grant.  Thes^  ffrants  In 
jihiu>st  all  cnwR  are  or  more.  If  the  connnimlty  i»  fortiimit^  enough  to ^be 
in  nil  K.D.A.  area,  they  can  obtnin  HO^/t  money  to  construct  the^e  fafilltle?*  to 
support  Indiiiitrj-  which  will  result  in  johR  I  believe  thwit  the  criteria  Ih  $8,0()0 
in  jrnint  nii>nw>-  for  each  projected  job.  Compare  thl«  to  tjie  F.H.A.  water  pro- 
gnnn.  A  4'Kvear  loan  nt  liitefest  ba^<ed  on,  $1,500  per  family  for  basic  water. 
Thes*'  |;^*oi>le  need  the  gnint  sliiw  fhey  are  a  bnsic  Working  family,  and  n  gttiht 
hiiiV  help  in  retnlnlng  the^e  families  in  the  rural  community. 

It  Im  my  rect>mmeiidatlmi  thiit  this  com  ui  if  tee  review  thIsi>r(>Knijn  and  Increase 
the  ^^ra lit  nirt*iiey  to  covfT  at  least  ."iOCv  of  these  ino'-t  nee<led  watecpro^ectH  so 
that  our  rural  residents  (^^ln  contlnne  t^  +»e  productive  and  make  their  living  in 
mm  I  Ameridi.  ■  * 

Th\<  projrrnin  would  not  Ik*  a  hand  out  but  would  he  a  helping  hand. 

TluMik  you  for  thlw  opportunity,  and  I  do  hofK*  my  thoiight.s  will  be  of  vnlne  to 
thi.^'  committee. 

RcKi^tfiilly  snhmittefl. 

Jack  R.  KAt.^rAN, 
President,  Kahnan  d  Asnociat^^. 
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Sl  ATLMKNT  OF  Wu.l.lA.M  K.  I.AIUD,  I  )t:i»AaTMl£NT  (»F  Kc  OXONt  IC      FtOUIUA  STA'fK  , 
rxlVKBBITV,   TaLJ.AII  AHSKK»  FLA.^ 

IVTHCMHrnON  ^  » 

Aiiierini  i.s  faced  today  with  the  ufipltMisniit  milUy  of  runil  a  reus  that  an* 
staKiii»tinK  and  dcfliiiiiiK.  w'hWt*  tliv  Uir^vr  cItIt»H  are  heset  witlj  j*«H»^mlugl.v  in- 
M)lnhlH  HOcial  and  flimncial  prohleins.  IN'ihai^  tin*  uiOHt  Injix^rtiint  underlylnj;: 
vtiM^v  of  both  the  urban  tlu*  rnral  i>n»bl(Mn  Is  that  of  an  linidt'iinate  eximUHlon 
of  private  jotvs  In  the  nation's  rural  areas  in  re(vnt  decudeH.  The  scarcity  of 
rural  jobs  has  created  a  i>ei*sl«tent  pre^HUre  for  out-inljirrutlon.  This  continue<l 
rural  out-iulpratlon,  fcirctHl  by  liiade(iuate  job  opiK)rtuidtleH,  Iiuh  contribtittnl 
greatly  to  url)an  difflciiltles  while  It  has  faileil  to  prodnce  Matisfuctory  economic 
condilivnH  In  tlje  runt  I  areas.  T\w  need  tmhiy/  which  lias  iHTsiHted  for  many 
yeari  now.  is  for  a  mon'  nipid  expansion  of  ,4)rivate  j(»l>  opi>ortunltleM  in  tJie 
rural  sinali  tovvji  ar<»jjs.  \e\v  j(»bs  are  needed  to.  reduce  the  level  of  forced  migra- 
tion inti>  tlie  larger  citU»M  and  to  provide  a  better  halaiice  of  geographic  popultt-'\] 
tlon  distribution.  Tlie  programs  cf)nt4ilnwl  v^^'  2228  wotiid  contribute  qulte'^ 
signiticantly  to  that  end. 

l.OOKINfi  KAC  K   0\   RI  UAI.  DKVKl-OI'MENT 

^     Tlie  d(M:iinc  of  farndng  (as  well  as  ndning)  waH  not  met  with  prograum  to 

'  faclUrate  the  transfonnation  of  fhe  rural-small  town  et^nondc  base.  Attenipts 
were  made  to  bolster  farndng.  but  little  thought  was  devofed  to  diversifying' the 
economic  i>a^*  of  faru)  (i>r  mine)  areas  l)y  attracting  new  industry  to  offset  the 
de<-IIne  of  tlie  old  principle  industry.  Tlie  fact  Is  that  we  have  never  really 
llKMight  in  ternjs  of  "industrial  Uiobility"  as  a  means  for  alleviating  employment 
prf»)>lems.  and  even  the  term  itwdf  still  HCiins  strange  to  most  people  today.  * 
The  efforts  to  bolster  fanning  were,  of  course,  doomed  to  (miy  limited  success 
because*  the  rapid  technoioglcnl  progress  which  swejft  agriculture  greatly  In- 
Creased  output  i>er  nujn-!io!»r,  and  cons*H|uently  b»ssened  the  neeil  for  farm  work- 
ers. Without  an  offsetting  lutn-farm  (and  non-mine)  demand'  for  Jatwr,  the 

,  declining  demand  for  farm  (and  udne)  labor  meant  unemployment,  imderem- 
plf)yment.  withdrawal  from  the  labor  forcv,  and,  of  course,  rural  to  urban  mlgra- 
tb>n.'  With  the  ndgi^atlon  can»e  new  problen»s  for  both  niral  and  urban  areas. 

In  retrospect  it  is  evident  that  s<uuethlng  akin  to  .S.  222:J  sho)ild  have  been 
enacted  decades  ago'.  With  mu'Ii  leglsbitloii  our  economy  would  look  rattier  dif- 
ferent today  in  ternis  of  geographic  employment  opportunities  and  the  distribu- 
tion of  iH>pulation.  i>nr  rural-small  towi»  areas  would  be  far  more- diversified 
and  tliey  would  be  sharliig  in  the  mitlon's  projjperlty  to  a  much  greater  extent, 

,  while  our  cltie.<  would  be  less  congested,  iK>lluted.  and  iiolsy.  Our  small  towns 
wouhl  have  exi)erien(vd  a  more  "normal"  growth  rather  than  widespread  stagna- 
tion and  out-mignition.  They  would  have  exiJerlenced  greater  prosiwrlty  and  the 
transition  from  farni  to  non-faruj  en»ployment  wouhl  not  have  l>een  so  slow 
and  difficult  had  loojl  jol>s  beei»  more  abiuidaiit.  With  progriHns  similar  to  ttiose 
contained  in  .S:  222.*^  we  could  have  made  our  agricultural  adjustments  less  pain- 
fully and  probably  le.ss  exiK*nslvely.  Our  urban  development  wotdd  then  have 
been  more  orderly  and  lieset  with  fewer  frustrations.  ,       ,  **  * 

The  inefficiency  and  hiunan  cgsts  associat«»<l  with  Inadequate  rural  opportu- 
nities remains,  and  the  need  for  progrnnjs  to  assiHt  rural-small  town  areas  per- 
sIst.H  today.  The  i)revaillng  rural  to  urban  ndgratlon  continues  to  complicate  the 
problems  of  both  areas.  ForcM  mlgrjitlon  still  ptisJu's  fa  nil  lies  from  their  pre-  - 
ferred  locations,  widle  niral-snuill  town  fitjignation  prevents  others  from*  return- 
lng4o  a  preferred  life-style.  '  " 

SOME  OHSKRVATIOVS  0\  THE  Kl'llAt.  TO  I'BBAX  M 10 11  AT  ION" 

The  continuing  rural  out-mlgratPI>n  has  not  lieen  i>ased  primarily  on  the  nd-, 
grants'  preferences  for  living- th  an  urban  areji.  Hather-tiien  responding  to  the 
"puir*  of  the  urban  en vlronnicnt,  tliey  have  been  ''pushed"  out  of  ihe  mral  areas 
by  dismal  current  economic  circumstances  and  dim  fu(Jllre^pro.s^)ects.  Many  of  ' 
the  migrants  have  njerely  become  urban  slum  dwellers  and  welfare  cases.  Migra- 
tion has  not  really  .solved  either  their  personal  problems  or  the* problems  of  those 
»  In  the  rpral  areas  they  left.  Their  arrival  in  the  slum.. however,  has  added  greatly 
to  urban  problems. 
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(^)ll^|^H•(l  riirMl-Hninll  Unvn  to  iirhnn  p(»|Mil«ti(»n  shiftH  promise*  to  ndd  to  Mh* 
prohlruns  uf  hoth  jin»ns.  Knpid  urhjuj  growth  <'n»nt<»s  <»xo<»i>H<>n»Ily  lieav.v  cnpltnl 
(l<Mnnn<lH  »h  citi^'H  uttrinpt  to  <I<miI  with  Hh»  sido-cfT^M'ts  (  "cxt^Tiniliti^'s")  nt  U\. 
nd^THtlon.  TUvsv  <*xt<»rnnliU<»H  Include  conKestloii.  noise,  and  iMJllntion.  More  com- 
plex trnn^«|M)rtntion  fiieiUties  are  n^'^'^ied,  ns  nre  juMitlonnl  lienUli  nnd  n'crenMon 
fneilities.  Police  re<piii*einent><  jiIho  rise  iMpidly  with  incrensinj?  conKesH(»n.  The 
tfiiiuiciiU  (nnd  other)  prohlenis  of  the  cities  can  he  traced  in  Inrp^v  measure  to 
past  In-nd;?rations.  *  , 

The  runil-small  town  areas  which  have  h»st  iw)puljition  have  also  h<*en  adverse- 
ly aff^N'ted.  The  popuhition  loss  has  c(Mitrihuted  to  econonik^staKnatlon.  which 
in  turn  Inis  <-ontrihuted  to  further  |M»puhitlon  1  (»ss.  The  lumiyf  iK^puhUion  has 
discouraged  needed  private  in  vestment  and  drained  capital  from  tlies4»  areas.  It 
has  also  depress4*d  real  estate  values  und  >?(n ernruental  revenues,  and  has  re- 
tanle<|  advancements  in  the  (puillt.v  of  local  services  and  life.  The  externalities  of 
the  rural' to  iirhan  ndKration  have  heen  sljjnlticaal  indetMl. 

Mijfnition  as  we  have  kn(nvn  it  in  n*cent  years  has  too  often  involved  a  com- 
plete (and  urjw,ant«Hl)  chanjje  irj  lif<^Htyle  and  a  snhstantlal  ^etnnent  of  those 
workers  forceil  .<)Ut  of  the  niral-small  town  erivironlnent  have  not  adju^t^Ml  ver.\ 
satlKfaetorily  to  the  Mrhaa  erivin>nnieut.  Too  many  have  failed  to  fin<l  employ- 
nient  even  after  mijjnitlnj;.  There  an*  a  variety  of  n«nsons  for  this  |K»or  adjust- 
ment, hut  uio^tt  of  the  reasons  reinforce  the  j>olnt  that  continue*!  heavy  reliauee 
on  lalror  niohility  is  iUvcly  t<»  jjenerate  new  prohlems  while  not  n*ally  solvhu;  old 
prohlenis.  Kven  among  those  who  have  njoveil  and  /ou/k/  employment  many  would 
have  prefern'd  a  joi»  at  hoiue,  even  a  lower  pjiying  joh  than  might  he  ohtaiue<l 
els<nvhere.  This  Is  heonuijse  a  joh  at  home  would  carry  n<Mi-nionetjiry  henelits 
which  some  vvould  cotjsider  of  gre^t  value. 

The  rural  out-rnignition  has  h<*oa  sele<-tive  rather  than  Udng  a  noruuil  cross- 
^'tion  of  the  iM>pulation.  The  outmIgrati(»n  has  n(it  lMH*n  confine<l  t<»  the  relathcl.v 
imskilhKir  hut  has  also  <irained  the  rural  areas  of  tlie  more  skilled  and  belter 
e<lucat<Hl.  and  it  hnn  taken  disproi>ortI(amrely  froui  the  yfiung.  The  older  peopl<' 
have  tend<Ml  to  remain.  Many  potential  lea<lers  have  been  forced  t(»  Ic.jvc  and 
this  loss  has  advers<*ly  afl'ei-ted  hoth  the  cc(»n<»mic  iM)teHtial  and  the  <iuality  of 
life  in  ttie  rund-snmll  town  an^jijj. 

r\rNroHM.K  ufuAi.  L.\noH:  I'uoiuKNf  am)  oreoRxt  vrrv 

Despite  the  comparatively  high  leve"!  of  out-nj Ignition  a  substantial  portion  of 
the  rund  labor  supply  is  relatively  immobile*and  is  likely  t(»  remain  so.  Many 
Irt^)ph*  have  eho.sen  to  retuain  in  rural  nn*Jis  despite  iHM)r  ei-ononde  prospects. 

T^ieir  reasons  for  remaining  are  dlvers<\  hut  they  are  often  strongly  Intlnenc<*(| 
by  non-K*onojnlo  factor's  Including  family  ties,  friemlshlp.  physical  enyironiuent. 
recreational  opiK>rtunities,  and  life-style  prefenMices,  (liven  the  Importance  of 
thes4»  nori-(M-f>nonii<*  factors  in  t^iejr  persional  values,  their  dceisi(uis  to  ^*<»maln  at 
home  are  |:^itlonal.  Their  n»lati ve  fnnuohility  means.  lj(»wever.  that  fhcy  iiuiy  be 

'tniden^mplovHl.  This  persistent  underemployment  Is  a' p^'obhMU  for  jjublic  jHrlic.v. 

jMit  it  also  proMiles  an -opportunttj?  for  growth  which  Is  riot  widely  appnH  iatc(l. 

A  substantial  labor  supply  is  available  In  nmny  rural  an^iis  Mcro<s  the  luitlon 
The  iH)tential  lalM)r  sui>ply  is  greater  thalt  wouhl  Im*  judg<Hl  from  Uierely  observ- 
ing official  unemployment  statistics.  In  addition  t(»  the  nu'usured  uneuiployment. 
one  must  als*)  cc)nslder  un(if'rrini)lof/nH  nt  and  irithttrtnnil  frntu  thr  iohar  forcf  . 
Tliere  is  a  substantial  '*s<H*ondary  lal>or  force"  of  IndividuHls  (especially  women) 
willing  am]  ar)le  to  work,  but  who  are  not  a<'tive!y  seeking  employuierit  iM'causc 
there  is  obviously  no  work  to  l>e  rfound.  I.alxu*  forc<'  iwirticipation  rates  are 
noticeably, low  in  Uiaiiy  rural  areas,  AVliich  indi<-Jites  an  Imijortant  r>ot<'nlIal  source 
of  Ihbor  for  manyJyjM's  of  in<lustry.  Within  wide  lindts't.he  labor  for^c  nd justs 
to  the  a vailabilit.V\V)f  jobs  In  these  areas.  Hut  this  potential  labor  supply  wiil  rc- 
niain  underutilized  for  the  foreseeable  future  urdess  there  is  an  expansion  of 
jobs  nearby.  "  * 

•  This  underutilized  nrrai  labor  provides  ;m  opportunity  for  eeononiic  trrowth 
whii'h  has  Imh'U  largely  negbrt^Hl.  Tt  is  clear  that  the  fuller  utilization  of  rural 
resou-rces — ^iheluding  lalK)r — will  increase  the  total  natJonai  product.  ( lud^H'd. 
many  Kuropeans  are  now  viewing  their  owri  luideremployed  runil  workers  as 
a  source  for  new  <H*onomir  ad  varices.)  The  cJJtHlit  and  other  progranis  ctuitain^^il 
in  S.  2223  shojild  prodiK-e  a  net  increase  it\  national  output  by  swuring  a  more 
effective  utilization  of  our  rural  lalM)r  supply  as  well  as  onr  rural  resources. 
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Unnil  jol)  <h»vrl<)i»nu»iit  Ik  f<*aNll»l<*  ami  the  irw  waiioiulv  ruHtn  \v(niU\  Uv  MUiall. 
TIh*  liHTWiso  in  national  onrpuf  Khoiilr)  Im*  ronslU^^ralile  In  nHHertNlnif  the  trdo^-oHtH 
of  tlio  S.  2223  i»n»{mim«.  The  actual  <-<w(j^  will  he  wHi  heloW  tJie  apiwreut  costs 
Kinn*  national  output  will  U»  IrooKted  the  |»roj;niniH  un<l  lax  iwlirts  will  rise 
fixnn  th<iiy»  worher8  who  are  either  newly  einpIo.ve<|.  more  fnll.v  enii)loye<I.  or  more 
jiro(lu<*rively  employ k1  iKK-ausV  of  the  t»ro^ram. 

aJlOADhM^O  rUK  <  0\|  Ml  I  Mh:N  J  .'lO  Kl  r  r.  KMIM.O^  Mh  N  J 

IMihlle  poliey  shonM  re(M»«nly.e  j'\pllei(ly '  that  Iii<Uv1(Iui^Ih  and  faniHiex  often 
have  Ktronu  i<rt-atlon  an<l  life  style  pn^ferenccH.  anrl  (tiat  rh^Me  preferences  are 
generally  <|uite  rational,  e^en  1ho»mh  non monetary  in  nature.  These  jireferenees 
are  not  p»ln^  to  <lbmppear  nn<|  pnhlie  poliey  shonld  niaUej^MH  esMionN  ro  this  real- 
ity heeause  it  iiffeets  eujirloynnMit  nu<l  Ihe  utIUxatlon  of  our  initlon'ji  resources. 

The  national  p»al  of  full  employment,  should  he  hn»adcned  to  t  unslder  peo- 
ple's location  arxl  life-style  pn*ferences.  huh^Ml  If  these  preferenee>  jonffhue  (u 
he  i>:nore<l  U  may  n(»t  he  possible  to  maintain  ;;enulne  f\iH  employment.  H-HheB 
than  thinking:  only  in  terms  of  a  "full  employment  level  <»f  atrtjretrate  demand" 
an<l  average  unenipU^ynjeut  nites  irolh-y. should  he  eoneelve<l  in'term-i  of  main- 
tai'nhi^'  suftirifiit. \i^or  in  all  Keo^raphie  MM-lors  so  that  in<Iivldunls  ean  In  faet. 
luive  a  hroa<tfrf' »*holee  repir<llnj;  \\  here  they  \V|iI  work,  live,  and  raise  their 
families.  Many  people  wouhl  prefer  |o  li,v<.  in  either  a  rural  area  or  a  small 
eity.  hut.  they  are  unahle  to  exen-lse  this  important  i»referenee  he<'anse  of  the  .. 
eeonomlr  eln  ui'nstanren  in  these  Jireas.  Kvery  <lay  <»thers  with  the  sjime  prefer- 
ences are  forced  to  move  to  the  arhnn  centers.  No  practical  means  exist  for  ellm 
inatiUK  foree<l  udj:ralion  in  a  free  enlerin'ise  e<-oncany.  hut  there  are  ahundant 
and  I'easonnhle  means  f(»r  greatly  re<lu<-lnj;  the  exisMn*,'  level  c»f-force<l  mlj;ration 
while  lioostiriK  eniployment  and  outpnt.  A  marj;liial  IncreiirHe  In  in<lustilal  ni- 
hility should  aeeomplish  the  pail.  '  -  ^ 

The  <'ommitmenl  to'full  employ nMW*TiaN  never  heen  conceived  In  terms  of  meas- 
ures to  In<Tease  in<lUMtrial  u»ol»illty.  hut  haH  rested  upon  the  twin  assnmpthais 
that  luhor  niohiliry  a<  tiially  irtiM  snfti<'ient  f(»r  the  ee(aiomy  to  attain  full  em- 
ployment. an<l  that  lalM»r  mohility  did  not  have  Imjiortant  adverse  side  efire<*ts 
(or  ••externalities**).  The  experien<-e  of  the  last  few  dwades  has  hr<ai>;ht  hoth 
of  these  assumptions  into  (piesllou.  It  is  moHt  si^iiill<'ant  that  S.  '2'2'SA  r^H^ofjidzes 
the  ne<-essity  of  im-reased  hulnstrial  mt»hility  to  attain  a  fuller  utilization  of  our 
re.sounes.  an<l  that  hi^li  levels  of  lahor  m<»l.illty  can  have  nn<leslrahle  .sl<le  effects. 

hM-orporatin^c  locational  preferences  into  the  fnll  employment  ^'oal  Is  entirely 
realist i<-.  provided  a  perfectionist  altitude  is  not  adopte<i.  Hnral  locations  are 
(piite  .snitahle  M»<lay  for  an  increasing'  array  of  hnslnesis  activities.  Indusfries  are 
Jio  lonp'r  tied  so  strormly  to  raw  materials  soun'cs  and  the  transiMrrtatlon  sys- 
tern  likewise  allows  suhstaiiHal  fnM»dom  t(»day  In  huslness  hx-ation  relative  to 
unirkets.  The  interstate  hi^'hway  systeiii  has  hccn  (piite  Important  in  this  de- 
\M*lopment.  The  fact  Is  that  Iraiustry  is  inereaslnj^ly  footloose  with  respe<'t  to  lo- 
cation and  thi«  increased  free<lom  provides  ample  opportunity  to  lmpp)ve  the 
Ceo^fraphic  distrittution'-¥jf  industry.  Slm-e  location  is  h^H  eiitical  today,  It  can 
he  i^oro  easily  intljienced  than  in  eiirller  years.  The  expanded  freedom  In  1  (Men- 
tion ^nu«a]J.H.  t  ha  t  location  <'an  he  influenced  y'ifh  no  !omm  of  rrOftotniv  vifiriviwy. 
TliHA^'t  is  n(»t  widely  appre<'ijUe<l  as  It  should  he.  Industrial  mohility  Is 
iHinfiJ'v^^oniisini;  today  than  ever  hefore  and  the  com pn* hens! ve  ^^ural  < -red It  sys 
teni  proi>oscd  in  S.  222a  will  promote  imhistrial  mohility.  New  and  exi>andin^' 
firms  will  take  noth-e  of  these  pro^'rams. 

TIIK  AIM'lUHMlIATKNKHS  OK  S.  'J'^IW  VUijMtWWH 

The  programs  and  im*entlves  (-ontained  In  S.  222:J  ^Pjjtdte  appropriate  t(»  the 
task  of  rural-srmiil  town  revltall/.ation.  Tliere  are  MiH*eTTic  (level opineiital  harrl<M-s 
which  must  he  overcome  to  provide  new  johs.  There  a  sliortajfe  of  <-i*edlt  and 
v.enture  <*ai>ital.  The  lhiui<i  capital  >:eiu»rate<l  In  the  rural  arejjs  Is  fre<piently 
drained  away  nither  than  reinvested.  An  expansion  of  a vallahle  <-re<lit  on  reason- 
ahle  terms  aial  new  venture  capital  are  rerpiired.  The  Rural  Development  (*redlt 
Syst<*m  will  till  an  olr\-iou«  frnp.  There  is  often  a  lack  of  exiH*rtise  in  rural-si!iall 
toVN'n  areas  un  the  hasie  mechani<-s  of  in<Instrial  development.  The  provision  of 
teclwiical  a.ssi.«Jtance  will  he  of  great  value.  The  lack  of  certain  amenities  and 
eonunuiiity  servi<'es  make  many  rural  places  less  attractive  to  new  firms.  Assist- 
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iiiue  Ih  jirovidtHl  in  thi(4  anii.  T\u*  I'urnl  (U'velopnu'iir  liu-^  neivf  iiaynifiitH  vuii  ovit- 
<H)in€»  a  variety  of  uppcllh-  bandicnps. 

The  developnieurnl  barrliTM  facing  rural  ixn^iw  are  ival.  but  they  aro  neitlier 
liermanent  nor  inaunuountable.  It  is  eKiientinl  tliatnbeK**  barriers  be  oven  oine. 
hawever,  if  a  wlf-HUwiainiuK  ]>rf>oe?iM  of  Job  (levcb^pnient  in  to  tret  cita|^t*^l.  I'lit* 
fa<t  i-^  tbat  liuluHtry  i«  iuhhIwI-  t»>  en(*<ainjue  further  induKtrlalizaMori.  The 
main  problem  Ih  to  ^et  the  prmejJti  Htarted  with  nutfldent  momenta ni.  niu\  I 
believe  the  creilit  and  other  protrramn  in  S.  'JrJrSi  can  a(Compll?;h  thin  tusk  by 
encuu raging  tlie  location  of  new  tirnr^  and  luancli  |>hiiil.s  la  niral'Mtnati  town 
area^. 

The  appnmoli  of  8.  irJ23  i«  weil  eonceived  and  (timijrclieUHive.  There  an* 
Higniiicant  co:^t«  involved  in  delaying  the  Kolntlon  to  rural  eiu|)k)ynienr  pn>b; 
lemxa  and  a  program  lesn  eomprelu^mive  than  S.  aiay  ultimately  prove 

more  expentjive  by  allowing  a  further  buiidui>  of  both  rural  and  urban  i)roldeuiH. 

.  SUMMAIIY  AMI)  CONClX'ttlONS 

Uibor  mobility  has  long  been  the  orthodox  annwer  to  rural  unemployment, 
but  oar  experience  with  migration  has  been  Ironic.  On  the  one  hand,  labtir  au)- 
bility  has  not  been  hlfih  enough  to  achieve  full  emi)loynient  even  in  the  long 
run.  Elm  ploy  men  t  problems  have  persslated  in  rural  area><,  eveu  in  ptPiodn  of 
high  national  pro.sperity.  On  the  other  hand,  labor  mobility  has  been  o  high 
tluit  it  haH  created  signifit-ant  adverKe  Hide  effects  and  a  series  of  prol)leii'«  for 
public  iioilcy.  Migration  has,  in  a  sense,  been  both  tot)  high  and  too  low. 

The  force  of  eventfj  indicates  that  the  old  orthodoxy  of  lalwr  mobility  nuist  be 
challenged  and  a  new  approach  adopted  which  involves  increased  induMtrial  mo- 
bility. Increased  industrial  mobility  would  reduce  forc^-d  rural  out-migrutlon 
and  expand  employment  while  providing  Individuals  land'familieH  with  iucreased 
opiK>rt unities  to  satisfy  their  lo<ation  and  life-style  |ireferenci»s.  It  Is  now  ^ 
more  practical  than  ever  before  to  bring  jobs  to  peoi)le.  Hural-sniall  town  lo- 
cations are  quite  suitable  today  for  an  Increasing  afray  of  business  activities, 
and  industry  is  increasingly  footloose  with  re>a>ect  to  locution,  which  ineans 
that  location  often  cnn  be  influenced  with  no  lo.^  of  e<^T)nondc  efflclency.  Tlie^ 
comprehensive  Rural  Development  Credit  Hysfem  luid  related  pn>gramH  pro- 
jiosed  in  S.  2223  will  encourage  new  and  expanding  tlrnis  to  settle  la  ru nil- 
small  town  areas.  The  resulting  Iticreased  <•  m  ploy  men  t  of  the  underutilized 
rural  labor  force  will  contribute  to  national  growth,  as  well  as  promote  a  more 
Kntisfactory  geographic  distribution  of  industry  and  pf)pulatlon. 

Rumi-small  town  areas  face  specific  developmental  hlnderauces  and  the 
S.  2228  programs  are  well  conceived  for  overcoming  these  particular  handicaps. 
The  Industrial  mobility  approach  C(Uitalne<l  In  ft.  2223  is  appropriate  for  the 
task  at  hand  and  should  increase  the  overall  efficiency  and  livabillty  df  the 
e<'ofl(imy, 

4.  PiTTStiRLO,  Mass..  Hepicmher  /j.  /W7/. 

Hon.  HeBM AN  B.  TALMADOt:,  ^ . 

Chairmwi,  Conmittee  on  A  grimltnre  and  Forvnim. 
V.FI.  Inmate.  Washinoion.  D.C. 

Hon.  HlTBKBT  Hi  HUMPHBET. 

fhaArman,  f^ubcommittre  on  Rural  Developmrvi, 
ThB^Senate.  Wanhivffion.  D.C. 

Okntlkmen  :  In  reply  to  your  letter  of  August  10.  1971.  the  Berkshire  County 
Regitmal  Planning  Commission  at  its  meeting  of  August  10,  1971.  reviewed  the 
proposed  Consolidated  Farm  and  Rttml  Development  Act  and  yianimously  en- 
dorsHl  and  strongly  urged  the  passage  of  Senate  BilJ  2223. 

Rxperlence  has  shown  the  Oommlaslon  that  in  the  predominantly  rural  Berk- 
shire Region,  Ijnproved  rural  financfhg  resources  are  urgently  needed.  The  rural 
private  sec^ordoes  not  have  the  high  per  capita  incomes  found  in  the  great 
metropoliirfn  areas.  Municipal  services  are  generally  more  expensive  on  n  i)er 
capit£W<k((sis  In  rural  areas  than  they  are  in  urban  areas  because  low  densities 
preclude  the  achievement  of  economies  of  scale.  New  standards  imposed  by  en- 
vironmental programs  such  as  water  pollution  abatement,  air  pollution^ontrol. 
and  solid  wastes  management,  have  placed  enormous  per  capita  costs  on  both 
the  public  and  private  sectors  of  our  rural  areas. 


We  would  iu>{*}  tuoMn«K*»Htion«:  that  tlie  <h»tinitioii  of  ntntt  orra  Uv  '  any  nninir 
iimlity  within  a  ^*t«T*»  or  t)ie  rommoinwalth  of  IMUTto  liU-a  wUU  U  Is  not" pint  of 
a  r^tanUard  Metropolitan  StatiHtlnil  An»a"  thiH  <lHlniti<jn  would  provide  for  a 
more  ready  and  utandanlized  dintineti^)^  lietwtHMi  ••runil"  an<l  •Mirhnn"  nreaM. 
without  leaving  any  undetJntMl  "jsrey"  nrefn  in  l)et\N*\en;  and  that  tiie  detinltluii  o£ 
lhainrt  liurai  J)rn  hunnrnt  rh<fit  Kyi  mu  ln'  revised  to  pri>n>fal>)>  the  saww 
a^ene.\  or  part  tliereof  whieh  is  deHi^nut^fd  as  the  Ilecio1nir<;iearlnirhntu::».  )»\  (||»» 

'^nlt^Hl  HtateN  HnnNMi  of  tiie  Hud^et  pursuant  \u  Title  IV  of  1*.L.  1M>  577  of  the 
^erijovernmeutal  Cooperation  Art  of  llMK 

^KVh  a  niuiti  JnriNdietlonal  eouiprelien$ive  phii^nln;;  <l!stri<'t^  estnhllshed  under 
(*)uipter  40H  of  the  (;»'neral  laiWH  of  M^^MMaehUHetts,  thiw  ('onnnlaslon  Is  mid.\  to 
pursue  the  objeetives  of  tlie  proposed  (Nftisolidated  Farm  Rural  l)ev*»Iopnient  Art. 
We  believe  tlmt  Kovernmental  etfieienc^-y  and  direet  eltii5i»ii  t>enefitH  <aa  be  ini- 
pro\ed  through  tl»e  eneoufni^euient  of  inrerniunieiiiai  an4ivvlde  npi»n>a<*heH. 
Very  truly  yours, 

Dfrrrton  Herkfihirr  County  (  Majtft.\ 

Hryionnl  Planning  CftmmiHMhtu, 


,  Washi.vuton,  I),0..  St'ptrmbrr  ii,  /P7/. 

Hon.  HiTBEBT  H.  Humph QBY, 

Chairman,  Subcommittee  on  Rural  Development,  JSenate  Committee  on  'Aantml- 
ture  and  Foreatry,  Old  Senate  Office  Building^  Washington,  B.C. 

Deiab  Senatob  Humphbgt  ;  The  members  of  The  American  Forestry  Asfioeiation 
note  with  pleasure  your  propcmal  in  S.2223  to  e^tabiiNh  for  non  farni  rural  devel- 
opment an  acros^the-board  investment  and  credit  system  simila;'  In  purpose  and 
operation  to  the  combined  operationn  of  the  Farm  Credit  Administration  an<l  the 
Farmers  Home  Administration  In  the  farm  credit  field.  We  are  familiar  with 
the  excellent  record  of  the  Federal  Uind  BanUs,  the  Production  CrtMlit  Asj^oc  ia- 
tions  and  similar  organizations  In  which  every  dollar  advanced  by  the  Federal 
Government  has  been  repaid  through  the  various  loan  programs.  It  lo  Important 
that  similar  sources  of  credit  be  made  available  tp  rural  communities  so  that 
they  may  borrow  and  pay  back  development  funds  without  being  forced  to  exist 
on  the  vagaries  of  outright  granta 

Most  of  the  provisions  of  S.2223  meet  with  our  approval.  However,  we  have 
reKervatlons  about  Sec.  710  which  provides  that  "the  Federal  Rural  Development 
Credit  Agency  shall  have  .  .  .  personnel  qualified  to  give  advice  In  .  .  .  fishing  and 
^fisheries;  forest  production,  marltetlng  and  processing;  mftierals  and  mining; 
tourism  and  outdoor  recreation ;  water,  and  water  distribution,  and  solid  waste 
disposal ;  multiple  purpose  water  dovelotfmient 

Well  qualified  professionals  In  all  of  these  fields  already  are  avallabe  to  the 
Federal  Government  In  various  agencies  of  the  Department  of  Agriculture  and 
Interior.  Can  not  their  services  be  obtained  on  a  reimbursable  basis?  Why  Is  It 
necessary  to  set  up  a  whole  new  cadr^  of  experts  with  career  ladders,  training; 
pro(;ramci  and  00  forth? 

We  atrongly  urge  that  Sec.  710  be  re-drafted  to  make  use  of  exlntlng  personnel 
in  the  Federal  Government. 
Sincerely, 

Kenneth  B.  Pomeboy, 

Chief  Forester, 
American  Forestry  Association. 

'  TucsQN.  Aniz..  September  15,  197 f. 
Congressman  Mobqis  K.  Udatx,  i. 

Second  IHatrirt  of  Arizonn>,  Congress  of  the  United  States,  House  of  nrprearnta^ 
tives,  WfnoMnffton,  D.C, 

Dkab  OononEssMAN  i'dall  :  I  apologize  for  not  answering  your  wonderful  letter 
of  August  8  earlier.  Unfortunately,  I  received  the  letter  Just  a  few  days  before 
I  left  for  the  annual  meeting  of  the  AmeHcan  Agricultural  Economics  Assocla* 
tion.  from  which  I  went  directly  to  Tehran,  Ii^n  where  I  headed  the  U.S.  Dele- 
gation to  a  Central  Treaty  Organization  sponsored  Conference  on  Agricultural 
PliUinlng  and  Policy.  I  am  Just  now  getting  back  to  the  office  and  reorientinff  my 
thinking  back  to  our  own  problems  here  at  home. 
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I  iitti  enclosing  u  (*opy  of  a  paper  I  prestMited  at  tin*  AAKA  ineetln«.  It  wuk  a 
dini'USHlon  of  a  paper  by  Dr.  S.  R.  Sen,  one  of  the  Executive  Directors  of  the 
World  Bank  group  copcernlng,  **Whlther  Aid?".  The  paper  was  directed  at  my  own 
profesHion,  thus  Is  considerably  blunter  and  more  direct  than  I  would  normally  be. 

Vour  letter  speclflcaily  ix^liH  for  my  views  concemlnK  i^enator  Humpiirey's 
pri>po8alK  in  the  Consolidated  Farm  and  Rural  Development  Act. 

TIm»  Koal«  are  excellent.  Specifically,  th«»  creation  of  a  rural  development  credit 
ttyjctwii  IM  definitely  a  step  in  the  right  direction.  Capital  is  the  "key"  to  getting 
devetopiiient  uoinu  In  the  rurnl  nreiiH.  However,  the  prohlem  Is  twofold — ^rst,  to 
make  it  (c  apital )  avallablt*  and  Ke<'ond,  to  make  It  profitable!  To  make  the  capital 
available  will  spur  some  development,  I  am  sure;  however,  I  suspect  that  there 
must  be  Kome  changes  In  the  rules  of  the  game  made  whicl;  yviW  help  to  make  It 
profitable  before  we  get  all  of  the  development  underway  which  is  needed. 

I  urge  you  to  support  tin*  proposal;  however,  Keveral  awpecis  do.  In  my  Jiulg- 
meiit.  lifted  #»jin»ful  kc  rati  ay  aii<l  ameiidnuMitH  may  he  In  order,  If  tlu'  option  wen« 
to  take  the  parUa^e  as  It  is  or  to  jjet  iiothint;.  by  all  means,  Uxkv  it  as  it  Ih! 

The  jxenerartlivision  of  responsibility  outlined  in  the  propoMnI  makes  very  good 
HtMiKe:  I  t\.*)ne  administrator  responsible  for  RKA.  oije  adminlstrntor  responsible 
for  farm  prodtu'tion  capital  (loanhifT  on///  for  a;;rl<*nltnral  pi^n>"^**")- 
administrator  fnr  the  ncmfarm  rural  development  program.  Although  there  will 
be  mncli  overlap,  these  are  lth»ntlfiabli»  entitles  whieh  repn»sent  a  reasonable 
breakdown  in  activities.  I  would  hopi*  that  the  agencies  ov«»r  which  the  adminis- 
trators bad  jurlHdk'tlon  would  not  he  the  -watertight"  compartment  type.  Flexl- 
bllity  is  In  order  IjecuUMe  integrated  opi»rations  may  n»ach  acros^^  the  honndnrles 
of  t\v»).  or  possibly  all  three,  of  the  agencies;  I.e..  a  faruf  prodnction-marketlng 
complex. 

I  am  espe<  hill.v  pleasnl  with  the  pn>posal  to  establish  the  Federal  Rural  Devel- 
4»pment  Oedit  Agency  bei^ause  It  provides  the  opportunity  to  focus  attention  on 
the  critical  problem.  One  problem  the  "old  line"  TSDA  and  other  agencies  have 
had  Is  that  they  have  b«»en  luvolveil  with  fio  many  interests  an«l  diflferent  "ell- 
ente|t»s*'  that/their  effort  has  been  splintered  and  diverted.  There  Is  definitely  a 
nee«l  to  focns  attention  on  the  rural  development  credit  problem. 

The  establishment  of  regional  Rimil  Developnu^nt  Credit  Hanks  (RI)CB>  Is 
excellent,  and  I  regard  this  part  of  the  proposal  as  t|ie  most  Important  and  vital 
part  of  all.  The  banks  will  provide  a  badly  needed  t'bannel  through  which  the 
rural  areas  ran  reach  Into  the  money  markets  of  the  Vnited  States, 

I  especiallv  like  the  idea  of  organizing  the  RDCRs  along  the  lines  of  the  Farm 
Credit  Administration.  The  RDCB  will  therefore  be  free  to  loan  as  much  capital 
as  they  can  successfully  lend.  It  Is  important  they  not  be  limited  to  funds  avail- 
able from  the  federal  government.  HoweVef.  I  cannot  help  but  wonder  whether  we 
may  nr»t  be  trying  to  **ride  a  good  horse  to  death.*',  I  note  that  there  is  legislation 
befon»  Congress' now  whicli  would  authorize  a  nundier  of  agencies- to  utilize  this 
same  ttH-hnlqUe.  A  few  months  before  his.  nntiuiely  death.  Governor  Robert 
Tootcll  I  Farm  Credit  Admlnlstratlhn  retinal)  and  I  were  visiting  and  he 
expressiHl  conr<im  about  whether  th«»  number  of  Ixmds  of  th«»  F«»deral  Land  Rank- 
Rank  for  CtK)peratlves~fanny-mae-variety.  being  dumped  on  the  market  during 
ihv  uvM  tlvi»  yi»nrs  might  not  saturate  It.  and  therefiur  the  bond  market  no  longer 
be  a  reliable  source.  For  Example,  he  and  I  nuule  estimates  of  the  tj)tal  amonnt  of 
htnu]u  which  c()Uld  conV«»ivably  b«»  offered  for  sal«»  during  th«*  i^ext  five  years,  and 
we  condudwl  that  It  would  possibly  be  as  high  as  twenty-five  billion  dollars 
wcatii.  I  wonder  whetbei/fhe  market  is  thick  enough  to  .sustiiin  this?  If  not.  who 
Is  going  to  get  caught? /am.  not  abl«»  to  answer  cither  of  these  (iuestl(Mi.»4.  an«l  I 
feel  thev  neml  further  Investigating, 

'  It  nlJ^y  be  necessary  for  the  RDCK  to  limit  Its  lending  to  those  agencies  which 
cannot  obtain  cretlit  from  existing  banlcs  fj)r  polHlcal  reasons:  howev««r.  1  do  not 
like  ihv  idea.  We  need  an  at^itb^nal  financial  Institution  In  the  total  system.  We 
need  additional  channels.  The  additional  channel  should  provide  comp«'tltIou  for 
tlu»  i»xisting  financial  agencies.  I  see  no  n^ason  why  the  banking  system  cannot 
compete.  The  Farm  Crwllt  Administration  has  certainly  n*tt  been  able  to  •dHve 
thi»  bnnkerM  out  of  business*:  however,  the  system  has  provided  them  with  some 
verv  held  thy  and.  In  my  Judgment,  badly  needed  com|)etltlon.  I  feel  that  the  bank- 
ing comrtiunlty  would.  In  the  long  run.  he  better  off  with  additional  competithm. 
Tliecommi»rclal  banks  ar«»  not  without  sources  of  funds. 

i  am  cf»nc^rned  about  tlje  way  in  which  '*^>f\  hmns**  and  "hard  loans"  will 
apparently  hv  run  together  In  a  Kingh'  agency.  This  .s«H»ms  to  nu»  to  be  a  very  sticky 
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bimim>SH,  and  rould  lead  trt  many  niiiKM»esmiry  problrms.  Would  It  not  1m»  h«»tt«»r  to 
i)0»sibly  create  two  agendes/onr  a  now  channel  that  would  provldr  coiuiu'tltlon, 
but  he  limited  to  sound  loans  haHed  upon  repayment  potential,  and  another  for 
Hoft  loans  where  the  rlHk  is  obviously  high  to  the  point  when*  It  Is  not  n»aH«mable 
to  expect  repiiyment  under  nornml  financial  pro<-edun^?  T1h»  lat^M*  f,'nmi>.  like 
the  Karmer»  Home  .V'nduisi ration  t(Klay,  could  iwHjslbly  be  lindttMl  to  appropri- 
ated funds  made  available  by  (N)nffrcsM.  There  Is  nothinj;  ba>iciill.\  wnniis  with 
fiming  the  two  types  of  fun<*tlonH  mentioned  above,  bni  my  expericfice  lea'ds  nie 
to  believe  that  It  might  be  better  to  s<»i>arnte  tbenj. 

I  am  also  sora«»wbat  con<'ernwl  almut  the  fu?<lon  of  lending  and  ^i-rvlciiij;  state 
ami  lonil  governmental  organlzationH,  and  thm^e  tbliiK«  whl(  h  r<m'd  l»e  con- 
Ktrued  to  be  protlt-makln«  opportuidtleff.  It  neems  to  me  that  IIh  s«.  jw,,  MctivitlcK 
Hhould  at  least  be  ban(%<l  by  Bei)arate  and  diHtlnct  dIvlHlcms  within  the  svNtem, 
and  pos«lbly  by  Meparat(M^;;aulzatlon8. 

The  proposal  to  l^aVe  the  RankM  >)r  Cooperatives  mnch  us  tliey  j^re  today  Is 
a  very  Houml  move  politically,  but  iM-dnomlcally  It  mak«»s  little  mmi>c.  ;ii  my  judjj- 
ment,  Ihe  Bankn  ,for  ('o(»peratlveH  could  very  readily  be  reorg:inl/.cd  to  srrve 
thefunctlon  of  hMidIng  for  hard  loan  pun»OM»s  for  all  !H>n-af,'rl<  ulturjjI  prodnction, 
rural  development,  p^vate  enten>rlse  needs.  If  \yv  k«'ep  the  Bunks  for  mop- 
eratives  jiwt  as  they  are  to<lay,  I  am  not  sure  that  the  cooperatives  will  1,^  ade- 
quatf'ly  encouraKe<l  to  play  the  role  In  the  develoiuneiit  of  the  rurn'  areas  that 
^  *^'«M!^1  Hke  to  see  tliem  play.  *>anlUy.  I  would  llli««  to  mh»  tin-  cooperative  method 
of  doluR  business  receive  greater  encouragement  as  a  tool  for  the  dMvelopmenI  of 
the  rural  areas.  If  ihe  < Cooperative  HankH  reina4n  as  tlu^y  are  and  a  new  organiza- 
tion Is  Ret  up.  I  sense  that  the  ne^'  organization  may  tend  to  giw  greater  em- 
phasis to  the  non-c()oi)era;ive  buslneMses.  I  seeiio  THn-essary  i»eed  for  this  being 
the  case.  Both  cooi)er«th-cH  and  non-cooperati v*^  should  be  able  U)  l>ecoirie  rueni- 
Iters  of  the  development  bank,  have  n  vo|e>and  receive  patronage  refunds. 

The  federal  Ruraf  Development  ('nKlIt  .Vgency  should  Indeed  be  anthorlze<l 
to  undertake  a^bro«d  program  of  technical  Rervlce  coveringr  all  of  the  problems 
for^whlch  loans  could  be  made.  This  Is  n  laudable  aspwt  of  the  proi)OJ*jil :  how- 
ever, the  first  order  of  bu.slness  for  the  Federal  Kural  Devdopnient  CvrtWt 
.\geury  should  be  to  create  viable  econondc  enteq^rlses.  The  ser\-ires  fnnfbHl 
should,  in  my  judgment,  be  directly  relat^^d  to  the  financial  function.  If  this  is 
not  done,  then  the  agency  could  turn  Into  a  blunderbuss  and  its  energy  be  dis- 
>^Ipated  with  little  net  gain,  which  Is  the  sitimtlon  we  now  fnc<*  ln*the  I  SD.V  and 
elsewhere.  ,  / 

I  Hincerely  hoi)e  that  tlies**  comments  will  be  helpful.  Again,  I  jipolo^i/.e  for 
tb<»  delay  in  replying  to  your  exctdient  letter.  Tha;ik  you  ho  ujurli  for  vour 
Interest  / 

Incidentpliy.  I  was  pleased  to  note  a  few  days  ag  )  that  Senator  Humphrey  in 
pushing  for  a  "rural  development  coalition."  I  hope  he  Is  successful. 
*     . '  Sincerely, 

'  .ToiiiV  tj,  FisriiKu. 

f>rpnrtnir)tt  of  Af/rirtdtuyal  FAunfmim, 

»i  I'lxjvi  rfiifff  uf  \rizuuo. 

\*inn\,  Mis»,.,  (frftihrr  2fK  /fi7 !. 
Hon  llrHKRT  II.  lIi  MpmiKv.  ,  - 

Stnatr.  Wtfxhinf/tnrt.  f>.(\ 
\n\ii  Hp;\ATou  HrxirHiiKv:  The  .Vsbby  Federal  (;re<lit  I'nion  lU  uvi]  of  Diiec- 
'tors  went  an  record  in  support  of  Bill  #S'J22.'l»  The  (  Vaisolidn ted  Kann  aUfl  'Itural 
neveb))»uient  Act.  which  you  c(nuithor<»d  in  tin*  Senate.  We  ^Irongly  .support 
and  ur{;e  the  passage  of  this  bill. 

Thanks  again  for  your  outstanding  perf(»rman*'e  and  interest  in  our  rural  area. 
Sincerely. 

Arnold  A.  Oi.sox, 
/'rc/j/(/c«/,  Akhhy  Frttrrnl  Cndit  I'nion. 


SiiA  EU  Spui\o,  .Mna,  Ortohrr  20,  /97]. 
S(*pfite  Covimitfer  on  AgricHlturo,  fiubcommiftee  on  Rvral  Derrlopment,  Old 
Srnntr  Office  BniUiing,  Wmihitioion,  D.C.:  * 

(Jrcenbelt  (Consumer  Services.  Inc..  the  nation's  largest  Consumer  Cooperative, 
wishes  to  go  on  record  as  supporting  S.B.  2223.  - 

'» 
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It  iH  well  kuown  that  iuim  Ii  of  our  citizenry  helow.thr  |w>v«Tt.v  level  iTHidr  In 
rural  jireaK.  It  1h  alno  well  fuiown  tinit  e(M>peratlve  aud  other  Helf-helpJ>r()^'rauis 
made  available  to  rural  WKldeutrt  Uave-beeu  Mouud  Invent uieutH  hi  uplifting  tiione 
In  need  and  nmlntainlntr  a  (lualUy  of  life  Jor  uinu.v  who  never  Kaln  a  faU*  return 
from 'tin*  economy  for  thP  Input  they  nmki*.  ^ 

r«ioperii liven  are  t!ie  esnenee  of  m»lf.help.  SelMiel|>  projects,  both  eeonomic  and  ' 
MOflal.  should  be  cueourn^ed  by  this  government  and  we  Ih'Ileve  thf  paN^4a|Ie  of 
the  CouHoHdated  Farm  and  Ilural  Development  A(  t  In  a  way  to  do  thia.  Such  an 
a«eney,  properly  administered,  would  kIv«'  couH(b  n<e,  guidance  t\m\  eneouniKC- 
uient  fol^new  projects  In  the  self-help  area  as  well  as  accelerate  fjrowth.of  tlvoM«' 
itlri^idy  In  existence.  To  the  extent  thnt  It  ^Ives  people  more  ^trvntJth  iji  the 
mnrke) place,  reduces  waste  or  co«ts,  hot  only  do  the  pjirtlclpanta  bt^neflt  but  the 
nation  Is  strengthened  jik  well. 

,  Sincerely  yours.    .  ^ 

KoHKIir  J.  DtlKHHKl^ 

«  *  Ctiuirwan  af  iliv  RmnL 


Mn^WAriCKK,  Wis.,  Oviohvr  1,  JVH. 

Senator  WiLUAM'  l^noxMiiiK, 

Senate  Offlee  BaHiling,  .  .  ^ 

iVa^hington,  1}A\  *     ,  ^ 

l)EAn  Sewator:  Two  brief  t^n^^Kestlono :  ^ 

Under  present  Internal  Uevenue  Code  I  undertitiiud  It,  a'  iierson.over  05 
may  .dltjjiose  of  their  residence  and  not  Incur  a  ca  pi  till  gains  tux  ^  With  the  tsrvAt 
chan(;eH  takluK  place  In  our  society,  and  the  v<»ry  »tron;;  movement  toward  earlier 
retirement.  I  think  It  would  be  ti^the  advnntaKe  of  both  the  older  ('Itlzen  and  tliO 
Noclety  us  a  whole,  If  we  reduced  this  to  either  njje  GO  or  uge  6r».  Mnny  peopte. 
a^  they  approach  retirement  ajje,  would  like  to  be{:ln  retrenchluff.  either  In  eoHt 
of  living  (luurters  or  the  physhul  effort  required  to  mulnt-nln'them. 

rutting  tiiese  older  larger  homt^s  on  the  market  earlier,  would  he  helpful  to 
rhe  older  citizen  and  also  to  the  young  family  needing  larger  quarters. 

♦SiM*<md  :  I  nm,u  tmveling  ^ulesmau.  and  eover  K  midwestem  HtaU»s  find  oh^;^•^'«* 
niueh  timt  1^^  of  lntere^)t  In  the  «nnill  towns.  It  npiieam  to  nie  thut  ive  could 
resolve  many  of  our  urban  conflletw  If  we  were  able  to  offer  housing  to  fiome  of 
the  'AlKV  families,  and  others  In  like  clnnimstances,  In  Uie  snuUler  towns. 

Traveling,  I  notice  nmny  older  homes  that  are  vacant  In  the,f3mall  towj)H, 
fully  equipped  with  phnublng.  heating  fncllltlt>8  and  ele<;triclty,  but  vacant. 
And  talking  to  many  olilcfr  buslm^Hsmen  In  th^e  Copm unities,  they-  menthm^  an 
Interest  In  Kelling  tlieir  older  large  homes,  tind  moving  Into  smaller  quarters  now 
that  Jho  chicks  have  flowu.  but  refraining  from  doing  ko  berauHe  they  can  neither 
sell  nor  rent  their  present  homes, 

If  Home  method  could  be  arranged  to  bring  them'  famllleH  to  the  Kttnall  town, 
they  would  have  far  better  living  condlticms  than  they  have  at  pfesent.  the 
school  facilities  In  many  Instances  would  be  more  than  adtHiuat(>  to  pn>vide 
for  additional  children,  and  the  oil  vent  of  new  families  In  theKe  conunuiiitles/ 
even  faiullles  with  very  b»w  Incomes,  wiudd  re-vitnllKc  nmny  of  the  sum  1 1  busi- 
neKK4'fl  In  these  towns. 

1  would  appnH'lnte  your  considering  these  points,  and  iiosslMy  lneori)onitlng 
them  In  your  own  progrnm. 

rordlnlly,  '  ^ 

Jamks  Kcuam.. 


DKeAH;rMKNT  of  Auiiicri.TrnE, 

'  ;  Ol-FICIJ  OF  THE  SKC  UETAnV, 

W  anhhifftoti,  1}J\.  Srf}tembrr  JO.  1971. 
IIon?HEnMAN  K.  Tai.mauok,    ,   ^       '  >. 
Vhiiirman,  Committee  on  Affrieitttttrr  nmt  Forentrfh 
f'.S.  Senate^  Waithinffton,  D.(\ 

Deau  Mr.  CiiAiaMAN  ;  ThIs'ls  In  reply  to  your  request  of  July  14,  11)71,  for 
report 'on  S.  2223»  a  bill  to  amend  the  Consolidated  Fanners  Home  Administra- 
tion Act  of  UHU  ami  for  <>ther  purposes. 

Title  T  of  the  pro|K;s<»d  legislation  broadens  the  loan  and  grant  authorities  of 
the  Farmers  Home  Administration  to  permit  the  funding  of  Industrial  dc^'eloIlc- 
ment  health  facilities,  public  works  and  a  wide  range  of  other  ninil  eommuliify 
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(lovolopiuuut  projc^'tH.  in  addition  to  the  agency'H  pretJont  authority  to  fludiiHug 
nonsiag,  ccmuBaolty  services  and  farmer  programs.  The  presaent  FHA  grant 
authority  would  also  bo  Inm^a^ed  from  gnoo  million  to  $iiOO  million,  and  the 
agouey  would  bo  authorized  to  provide  Its  eervlmj  In  dtlea  of  up  to  85,000 
poimlotion.  In  addition,  under  th^  proposc»d  legidEitlon.  I'HA  would  be  divldeil 
into  a  Farm  l;£»Vi^iopnient  Admlnlutriitloii  and  a  Ilursil  Bnt4'n>rla'a  and  Com- 
mtiMtty  Development  Adiijlnlr^tratlon  nu*^  plami  alon^  with  the  Rural  Klojtri- 
iieatlon  Admlnislrathm  under  a  new  Asslotant  He<retar>'  of  Agricnilturo-Hural 
1  development  Treait. 

_  TltJo  II  uf  «.  2223  W6uld  <  reale  n  new  iVleral  Hnnil  I)eveli>j»m«Mit  Creilit 
J^yotcm  of  bommer-aivned  niral  development  cre<llt  bonko  and  related  fJnani'lai 
•  intJtitutloua  and  aTvli-*'^  In  onler  t/)  funilnh  oupplenjentjirj'  rrt^lt  for  a  wide 
variefy  of  pfiblle  jtnd  private  development  fffoJe<tn  in  m»nnielru|w>I!tan  areao. 

^.  2*J*Ml  refleeta  tlu»  'growing  Con^rreo-slonal  Intereot  in  undertoEsing  new  a|)- 
pnaeherj  to  tli4»  developnii-nt  of  rURjl  America.  Thiu  Internet  1«  «liared  in  full 
nH*:jf3nri»  by  tlie  Deimrluient  and  *Iie  Adinlplotratlon  genemn,v. 

The?  I'Fealdenl  u  pnipo3:ilM  fi»r  reorgnnlKathm  of  the  rmienil  f,'overninent  tind 
hirt  Senerai  and  Mpm  lal  revenae  ^baring  proini«nlM  are  aimed  lU  nM?tariag  tluit  the 
noilniHropolitfi/^  afean  i»f  the  n.nntry  reeelve  an  erpnil  f4hare  of  att«»ntbai  an<l 
rewMinvcJ  In  the  <»^in'a<litar»»  nf  reileral  faiu!«  aii<|  tli«»  di'llv«T>  i»f  Fed»«ral 
wrvie«»f4. 

This  Di^artmept  i-an  altJo  point  to  a  »lgn|fbiaut  tsniwtii  ia  ir«  coniniituirnt  to 
riirai  development  aetlvit,iet4.  Troponwl  fniidlng  <if  major  nnni  development  pro- 
tiraniH  hy  the  J^^'lMirtiuent  In  l>  \  will  lie  more  tima  f  »nr  tline«  tlie  lev<'l  for 

KY  lUUl  and  M*iore  tlitin  twbe^lje  level  for  V\  U)m  'iiilrt.v  ttuv  nf  pniKnuuM 
iiave  hei'M  in<Teiit:eiir  (iltove  V\  IJMID  leveln. 
\^  The  iiepartmeiit  tit  tlil«  tjme  ilm'H  not  reeomint  iifl  (lie  «'n:irtm««nt  '>f  H 
'l\Jrt'  ohJiM  tfve«  of'thU  lilU  ran  be^^alned  more  efflriently  and  at  lew^  eo^t  tlinaigh 
an  <>xpannlon  nad  improvement  of  e?[i»tia^  p;-otrnirnM.  appiiival  nnd  liaplenH'nta- 
tUni  of  tljj»  Tre^ideiit  M  riMirgjinli&iition  ami  revt  ritte  hJmriaK  laope'^al-*.  atal  tii»« 
deveioi»atent  of  better  laetliodM  nf  etMiiinellii^  credit  fMrhlM  Into  «p»M«lfie  rural 
areaH  where  natbaial  growth  pol!<|eH  wtaild  Indira te  t)te  n«M'd  f<ir  Hnpplenien- 
tar.v  finaneiag  of  pul>lb*Muu1  private  <leveiopai»  at  iI-jh  1«  n  .t  oeintt  fiuahNl 
through  exintiiig  pnbiir  jind  private  Honrcew. 

^  We  are  emlordng  an  appendls  to  thifj  report  widrb  rilvea  the  i >ep«rtmeafB 
IMM^bai  oa  H.  'JrJZi  in  <lefail  an<1  dep^erlbew  H<ahe  of  the  npia-o  •  he-^  now  l.eint; 
fHaishlert'd  to  imprf»vlng  the  <'reiUt  powitloa  ut  lagging  rnral  nanmnnltlea 

Ti,e  omre  of  MantigiMai-nt  aiat  Hii^lget  a<lviweM  tlmt  there  Im  no  ohje<*tloa  to  he 
preHentntion'of  thi»  report  from  the  <l|amlpoint  of  th»*  AtbnInlHtratlon'H  prognlm. 
HhM'erel.v.  \ 

.1.  riiu-0\ii*aF.r.r..  I 
f  nWrr  Sirrrtofff. 

( MMie  appendix  Ih  hh  follnwM  :> 

r  S.  iHrPMCTMf  NT  OF  .\<aii(  Ti  Ti      St.\tk\ik.\t  Co.Nt  f:KMN<i  S.  'J'J23-.Tri  Y  23. 

Title  I  of  H.  2223  would  iiniaden  the  lonn  aa<l  rtrant  nutborltieM  ♦  f  the  Farm- 
erM  iloaip  AdminiHtrntInn  to  permit  fnmling  nf  imhmtrlnl  deve|o|iineat.  health 
faellitles,  a»3Hort^e<|  publle  workP  an<]  a  wide  nmge  of  ottirr  rural  rouiii)anit.\ 
development  type  proJ«»ct8.  In  additbm  to  the  present  houHlng  and  community 
wrvh'efi ,prognuaR  for  rural  communities  and  fnrmer  program«.  The  grant  au- 
thority of  KHA  wonhl  be  increased  from  $100  million  to  ^100  ndlllou.  The  agency 
wouhl  be  authorl7.e<1  to  operate  In  cltlef^  of  up  to  3.',(HM)  popttbHlou  (»r  more 
popn1ou»  arean  if  thin  waH  found  (^nitalile  to  promote  rural  <leve1opin<'nt.  in 
a<tdltlon.  FHA  wonid  lie  <Ilvlded  into  a  Farm  Development  Adminlstratl<m  a  ad  a 
Ilural  KntepprlMe  and  f*omniunltv  lh»velopment  A<1mlnlHt ration  ond  placed  al"ng 
with  the  linral  EhH*trlflcatloa  AibnlnlHtratlon  under  .a  ni*w  .VM.Mlvtant  Herretnry 
for  AgrlcnltnrevRural  l>eVelopment  Credit. 

T  iMler  S.  2223  the  Rural  Knterprlfje  and  (VanmnnltyM>eve1opment  AdndnlHtra^ 
flon  would  provide  Bupplementary  credit  and  HU|»errl('ory  aPHlRtance  for  new  or 
expaniled  projectH  and  enterprl^iea.  S.  2223  would.  In  effect,  introduce  an  additional 
Federal  agency  l-nto  areas  of  operation  that  are  already  the  responQlblllty  of  other 
Federol  depart  merits  and  iigenciew.  Including  the  K^^fuiomb*  Development  Admin- 
iKtmtion,  the  J^mall  BuslneRK  Admlnifltratloa.  the  Department  of  Housing  and 
Frban  Pevelopment.  th^  Department  of  Health.  Kd  neat  ion.  an<l  Welfar^».  f)ie  De- 
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imrtiiHMit  of  I^abor  aful  oIIiJt  affrncIrM  \vlit>H«»  n'sponMlhilitiPH  ext^iid  fio  sinuiler 
popiiltitioii  ureua  an  well  iih  la^er  dtieK..  Creatlnii  of  siirli  an  ageiiiy  in  the 
I)e|»nrtmei|t  would  i4en<»  to  vj  ornen  the  alread.V  Merioiis  problem  <»f  MCderlil  a^eiu'V 
pndiferatitm.  (ner^ap  iiikI  <rtiifimiiHi  in  hoth  the  planiiintx  and  ndmiiiiHtyatioii  of 
prot^raiim  at'all  Ifveln.  ^  *  \ 

In  n<lditioii.  in  onler  to  (•acr.^  out  thin  proviKloii  of  the/Bill.  t^M^H^irtaient 
woidd  probably  be  nMpiiriHl  to  establiMb  an  entin»^.v  ne>>  net  of  tleiij  <dH<WWMralh*l 
with  the  offiee«  of  the  proponed  Farm  Development  Adminint ration,  whiem  would 
be  res|H)nsil)le  for  pres<>ut  farm  leiuliupr  profjrams  of  F!IA,-I)ne  to  the  e}^Min<led 
,  an<l  Id^hly  <-omph'X  miM«ion  irt  the  i)rop»^«ed  Unral  Knterprlm*  and  Otanlunnity 
development  Adminintration  tind  the  many  Hpeciali^jtH  that  wonhl  be  rApdnHl  * 
to  a<*<-om|>Hf4b  thin  niishion.  it  in  iitiliUely  the  eonnt>  ofliee  Htru<-tiin»  of  th<MFanif 
l,)evelopment  Ad ta in! st ration  eonid  be  ntilixed  for  ^hlM  pun>*»«e.  Therefore,  it 
would  probniily  be  ne^VKMary  for  thi"  proposed  It^iral  KnterpriHe  and  (*omm\tmii> 
iN'velopmen^  A<lmlniHtration  t(» 'cHtabliHli  atbljtii>nal  tield  .ottiecH,  \ 

The  PreKideiit  has  proiw>wd  h»^iMlation  f^  eHtablish  )i  new  DepartmeiU  of 
(^immunity  Development  that  wonhl  1»rini^  to^M'ther  under  a  Min{?le  <xK>rdiii]itiMl 
nmnajjeuNMit  the  many  tlivernr  F^ih'rul  .proy:ranis  and  aKenei«»«  n(»w  providing' 
a^iKistan(v  to  nirnl  and  iir)>an  (^omuinuitieH,  Tin*  I'resUlent'.s  profMinal  W(Ud(l 
ri'sult  in  KU|wrior  orj^aui/jitionnl  urrarjKenients  to  the  n'wtrn<  turintj  and  expan^f 
Hhiu  of  the  FIIA  (lanmunity  pro^^taum  provided  for  in  S..21i:i?l. 

Titir  II  of  S.  :ri2:j  \\f)Uld  create  a  ne>>'  Hural  Development  Credit  JdyHteui  to^ 
m<H't  part  fif  the  n^^-il  for  increased  Investment  in  runil  areuM  by  eHtabliHhiuK 
a  system  f)f  Imuto\\  fr-ow  ned  hnaucial  iuMtitutions  to  {rive  rural  areuM  a<*<-eNM  \u 
the  central  money  marketM  of  the  nation.  The  System ^jvonld  <-onMlHt^i)f  a  su|  t'r- 
viKory  Fetleral  Unral  Developui4>nt  rredit  Aireut  y.  a  Feder^il  Rural  InveNtm  Mit 
K(|ualization  Adnliiiistrhtion  and  three  M*ts  of  iu.stitutioiiH  to  nuike  bains  fiKf 
rural  development  purjM^ses*;  lairtlclpatin^^c  jadiUc  and  private  financial  InMl- 
tntion>'.  IH^triet  KurMI  1  >evelopin*Mit  Credit  A^cnch's,  and  Ue^jlonal  Unral  DeV<'l- 
Tipmevt  (Credit  Knnlc»,  | 

The  System  wtnihl  provide  Supplementary  tinauclntr  for  ruriil  (jevelopnii'nt 
puriMtM*s.  deflneit  ah  any  publie  or  private  proj«»<'t  <'ontribntl/itj  to  a  reaHonJihle 
national  growth  policy  nu<l  the  enhaacfMnent  of  rural  irrea^  Appropriht<Ml  fMn<iH 
Would  Ik*  nuHh'  itvaihible  thnajl^h  the  Fe<leral  biMltj^n  in  tlie  aniohnt  o^$2  billion 
for  tlie  parchaw  of  capital  sfock  in  the  Ue«;lonal  ^^W^^  Federal  Unral 

Development  Cnnlit  Aj:ene.\^  and  In  the  anHrtmt  ot^'M^)  ndlUon  ainimillV  for 
Interest  Ktipplenients  tuid  capital  an^rnientation  payments.  T<'chidcal  am!  a<l- 
viHory  JiKsistanee  for  borrowers  and  reseanh  and  fa<'t  thidhij;  related  to  ar<»ti 
e(*onmnieK  au<l  e<  (>nondc  devn'lopment  wo\dd  also  Ire  an  imjK)rtant  res|torysibl!ity 
of  units  of  the  System. 

The  most  ser1(Mis  (|m»stion  to  be  rais4Ml  abfiut  the  proi>ojjal  <'ontained  l|4  Title  II 
of  S  'l^J^S.K  is  wbeflier  ccouondc  conditions  in  ia)nuiepwiM>Utan'  arens/  luive  <le- 
t<M'iorat(Hl  so  «erIonsly  that  a  nmssivc,  piitentfally  fTlstly.  ami  adnilulstratlvely 
c<ajn>lcx  effort  of  the  khnj  pr(tjM»si'<l  is  now  nH|uircd.  The  jiomnet tMipolita re 
trlfuis  iind  snbrt»tdons  of  (\\v  country  differ  trrcatly  I'l)  tlie  major  i^^oblems  they 
fate,  their  s«K*lal  and  e(«)nondc  comlitl(Mis,  tmd  trrowtli  [totentiai^.  Soan*  rural 
^an'as  nrr  Krowlnjr  rapidly,  \\lth  an  e\|»nnsion  ImMIi  of  iM-ononMc  ai'ti>ity  and 
population  prew<nn'"^.  In  other  areas,  there  is*  stimnatir)n  and  econond<'  d<M-liue. 
and  a  Kem'ral  (h'terloratlou  of  the  community  fabric,  A  less-cosfly  itnd.  in  the  hmn 
run.  more  efT<H-tive  appronch  t(»  the  problems  and  las^ds  of  the  latter  >>ouhl  l»e 
to  evpand  s<de<'ted  <'\'istln>;  snpphMnentar>'  crerlit  programs  .and  improv<»  present  ■ 
n»*tho<|.M  fif  <-hannelin>r  private  investment  into  selerted.  rural  areas  for  the 
spe«Ifif''p?irpoK<»  of  Iniplejaii'ntlnj;  national  jrrowth  |M>lIcies.  In  adtlitlon.  there  is 
al'-^)  a  pivssiuf:  ntjjMl  Uiv  more  th'xIMe  Federal  >j:rant  assistanr'e  to  stai<»s  and 
bM'alIti«»s  for  ne<'es^iry  aiid  essential  connnmdff  s«M*vie<*s  that  can  snp|M)rt  Ions- 
term  development  protji*hms. 

Th«'  l*resi<ient's  pr<^iM>sed  rural  revenue  sharinK  pro^jram  would  direct 
5^1.1  bflllon  of  F<Mh*l*jil  funds  into  nonuu*trrH»olitan  a»'<'asfor  pm-poses  siudhir  to 
those  deflne<l  as  ruri^l  <*ommnnity  development  projects  Ifn  llllll'l  Uuriil  revenue 
s^mriUK  is  intended  \k  purt  to  f1nnn(^»  projH'ts  and  activities  that  will  enable  rural 
(Munmunitiew  U\  iuipfove  facilities  and  s»»n'ii'es  whhi^^.  provide  a  l»etter  clinuite 
for  private  Inv^j^ment.  Xn  addition,  rnnil  rC'Veaue  slmrine:  fun<lM  may  also  he 
used  by  state  and  local  t;overnments  to  jdVe  credit  ajwlstJiftce  through  loenlly 
s|tonson><I  Institutions  to  ae(t*»lerate  expansion  of  •eonnnen-ial  and  industrial 
eiderprises. 
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IN»ll(-y  and  iulmlnistrativc  is  hiiilt  into  the  rural  rcvcniH'  shariiiu 

propuHal  to  <'iinl)!c*  slali-  atid  local  (dri<-ia]s  lo  piiijioiiil  tJi<'  Kt^>Krfi|)lii('  areas 
.of  uH'at^'st  immmI  ami  (o  ^'ivc  prU.rlly  ti*  fiiydiiiK  those  proJ(M-rH  thai  nnIH  lead  to 
the  urealest  measure  of  expansion  and  unproved  oi»|>orl nuKy.  In  s|MM-im  areas 
where  sln»rta;;i-H  nt'  pri\ate  iii\estnien{  enpUal  were  >erions|>  relnrdnn;  devehjp. 
Mienf.  rural  jM'VeiiUe  sharing'  finals  eonhl  be  nsed  as  -  MH-d''  (  apllal  for  invest  meiit. 
Tlu'  estahli^hmdil  of  state  ami  local  institntions  for  this  purpose  |^  mtj^i^  pref 
erahi(-  t(»  crearinu  nn  iiddillonal  nati»)n\\ide  Kederally-sp»invored  credit  Mstem, 
'Hie  Adiainist ration  is  als'o  niovinj;  on  se\('ral  addiiional  fronts  {<>  provide  tor 
jinleriy  llranicin;;  ^»f  aiajor  d<>Neloi>menl  proj;ranjs  now  fundvfl  outride  tin*  re;^n!ar 
appropr|at«-d  |,nd;:et.  S.  1015,  no\N  pending  before  Congress.  prop<»se^  tlie  estab- 
lisliment  f)f  an  Knvironnn'ntal  Finjl^icinj;  Aj^encv  to  e-tablisb  a  nns-banisni  for 
till'  lairpose  of  nnirl<et|^MU  bon<N  and  obiiuatifuis  issued  by  irn-ori)ora ted* anas  to. 
Ilnance  water  and  sewcr  sysirnis.  The  Knvi nannent^i I  K*lnan<-hn;  \K^\ur\  wawU] 
idVer  its  «)wn  M-curifles  for  sale  in  tlie  teidral  money  nnirUets  and  use  iIimsc 
funds  for  the  purchase  of  ninnicipal  bonds. 

Tlie  President^  has  dated  that  he- will  also  propose  le;;[  latiou  to  iiroNide  for 
c«M)r«linated  hnnncimc  of  ;;(ncrnnic;il  j-redit  aj;»'ncies  in  the  capital  nuirket  It 
is  expected  a  pi'(jposa|  b(.  nuule  to  {Vut;:resK  to  creale  a  I'ederal  I'Mnancinj; 

Uank  ((,  provide  a  nu'chanlsni  |o  niarl^et  tlie  sei'iirlties  ami  obliu'atioas  of  j;oNern- 
ment  a>;cncles  wliich  Mname  their  programs  throm^h  the  sale  of  securities  or 
t»iher  histrnnienis  in  ttie  private  capital  markets.  The  intent  is  to  repbice  with  a 
s|n;;le  market mechanism  the  present  i)roliferat Icmi  of  nuirUetim;  efforts  by 
the  s<.veral  a;;fncics  llnancim;  their  pn.uranis  ijuiside  the  bndicet  This  woiihl 
brinjf  or^der  and  stability  into  this  sector  (»f  the  market. 

A  principal  object i\e  of  the  Unral  Developnnuit  Cti'dit  SNsteiii  proposed  In 
Tilb'  II  of  S.  l>'J-j;i  i^  to  increase  private  investnieiU  in  rural  developnn-nt  j)n»jects 
in  areas  where  such  in\'estnient  n»)W  is  lauuinu 

To  nceonii)llsli'thiH  objiM  tlve,  sizeable  and  corit^innin;?  F<-denil  sub.sidies  would 
1m-  reipdred.  This  exiH-ctatlon  is  stated  in  Section  M)l  as  a  policv  objective  of 
tin*  Milk  The  fueehardsnis  to  be  used  In  the  iuiphunentat ion  of  the  i*H)ncv.  Interest, 
supplements  and  eapitnl  anumentaHon  |>ayments.  are  |)rovlded  for  in  Sections 
H0»  nn<i  Hon.  In  addition,  under  Secllon  707  appropriatif)ns  are  anthf)Pized  to  an^'- 
ment  the  special  Treasury  fund  to  cover  adndnist  ra t  i ve  exiM'Hses  (hiriuir  the 
llrsMive  years  of  the  Sy^4»em*s  j)perat ion. 

Tlie  (llfTcrence  between  the  total  cost  of  operatiuir  the  Svsteni  aiul/tbe  return 
trom  eoliecti(nis  on  loaus  W(Mdd  be  covered  by  appropri'ated  finufs  advanced 
by  tile  'IreUMiiry  IM'imrtUH'nt  pursuard  to  nppn)prijiti(ui  action  bv  (\)HKress  This 
nn'Miod  of  Hnancinj;  would,  of  (Mairse,  provide  a  hiuh  decree  of  leverauo  to  tlitfe 
^  I-ederal  funds  ns(Ml  for  subsidy  purposes,  lait  it  wonld  remove  from  the  dis.» 
••Ipllne  of  F(Hleral  bmlKetary  controls  the  ureater  imrt  of  the  SvstemW  lending? 
oiM'ratlousand  would  result  in  contiuidnu  and  .snbsti/it ial  levies  against  Treasnrv 
funds  t«)  cover  the  subsidies.  *  • 

TlH'  ftnanelal  apparatus  proinwed  in  Title  If  of  S.  liJi!:;  ap|»ears  ovi'rlv  com  * 
Idex  and  has  certairj  dubious  adnunisfrative  fvatnres.  for  exauij)!-  /he'estab^ 
llshment  of  Hi^lrict  Rural  Development  Credit  Autmcies  as  lina ncinridst it utions 
of  Juulf}  Jurisdictlf)Mal  planning  and  development  districts  of  tht'  states  TUls"^ 
pro,H,s,ri  Nvould  nMslKn  complex  cr^MlIt  functions  to  ,|un-i  public  or^^ani/.'atimis 
e>'tablished  i>!im:'rily  tor  snbstate  reui(»mil  planning  uhich  lack  comi)etencv  in 
commercial  credit  practb  es  and  adndnist  rat  l(m. 

rroj^ress  toward  the  (lesiunation  and  snccessj^nl  operation  u(  i,lamun«  and 
developnu.nt  distriets  varies  considerably  from  one  state  to  another  These 
nmli.-onnty  units  in  some  staffs  are  without  tln^  necessary  Icual  basN  an<l 
state  adndnistratlve  snpport  to  provide  a  reasonable  assnraucc  of  their  <om- 
potent  operation  even  at  the  level  of  de?eh>pnn.nt  i»lanninu  adndnist  rat  ion  In 

linked  ^'-^     ^'^'^-^  -•'^^       -^^^  i--i^ 

In  additbm  tin'  present  distHcts  have  K^'ouraphb'  boumlaries  determined 
on  the  basis  of  a  variety  nT  factors  having;  little  to  do  with  the  administration 
(^f  a  new  credit  pro,?rain  within  the  boundaries  of  the  district.  For  example 
obtal\ie!r^  l>tin>ose,  if  econondes  of  scale  xxere  tr»  be 

There  is  also  the  ndde<l  factor  that  multi.connt,v-I)l4innlnu  units,  If  irjven 
m  cMimite  mhnlnlstmti  ve  n  soun-es.  can  and  shoubVbe  n.a  jor  techidcal  and 
adndnistrative  ahls  to  bM-al  government  and  private  orffaui/atimis  in.r,,innnlnK  for  ' 
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.  uiid  mana^ng  devt^opmeiit  In  iioninetropolltan  areas.  If  ^^^J^^,^^f°^*/?,  ' 
becM^ie  directly  involved  in  the  establishment  aiwi  operation  of  I>istri€t  ^remt 
xVgeucIes  under  the  proi>uHed-  System,  they  would  j)r()ba bly  be  ^^1"^^^^,  J^.^.^^'J®  . 
most  of  their  resources  tx),this  resiM)iisibility,  thus  neglecting  responsibilltie^J.  to 
the  ^larger  ninil  comnmnlt^v  for  comprehent'lve  planning  and  ,  utsinagement 

'■'^rndVT^^   2-123.  public  bodies,  including  units  of  local  ge^ieral  goyeriiineiit,  , 
would  le  autliorized  to  rea^lve  funding  through  the  Rural  I^^^^loP'^^'^,^^^*^ 
'  Sj'stem.  State  statutes  geuerally  rcstrict^tJie  authority  of  loc-al  general  purpose 
'units  of  government  to  uHsunic  <'redit  obligations.  Unless  these  statutes.were 
changed,  manv  such  units  »Af  l(H-al  governinetit  would  not  be  able  to  utilize  the 
S>stem  to  anv  great  extei?!.  State  desigiuited  planning  and  deve  opment  dis- 
tricts also  would  be  eligible  borrowers , under  the  proV^sed  legi^jlatlon.  At  pres- 
ent very  feyi  such  organization,  have  the  authority  to  undertake  borrowlngs.for 
ivublic  purposes  due  to  restrictions  tn  the  tmabling  statutes  creating  them, 
^t  cnii  be  Mvt>(H>ted' that  the  administrative  cost  of  operating  the  proposed 
Ilural  Development  Credit  System  will  be  substantial.  AdmlnlstraHve  costs  of 
the  Farm  Credit  System  are  ai^proiimeftely  $136  mlllloft  annually  tor  aU  pjir- 
no^^H  Tlie  Farm  Credit  Svstem  is  relatively  simple  in  objectives  and  operation 
lompared  with  the  proposed  Rural  Development  Credit  System,  The  latter  would.  ^ 
Ite  <^ngaged  In  addillonal  complicated  lending  operations  an^  would  be  provid- 
ing loan^,  guarantees,  loan  parttclpathms,  etc.,  ^or  many  other  Punxges,  I.e 
lumsing.  industrial  development,  Community  facilities,  etc.  ^^^h  the  Regional 
lUmks  and/  the  District  Credit  Agencies  would  be  responsible  Providing 
l^Mhnical  asslstnnce  to  borrowers  on  a  continuing  basis  and,  In  addltlon^the 
Federar  Rur4il  Developmerit  (>^llt  Agency  would  provide  miraeroTW;  services 
related  to  economic  analysis  and  reporti^ig,  and  technical  assistance  ^h^  agency 
iri^^irva  ul^o  to  employ  a  staff  ftdeqik'tely  equipped  in  the  field, of  deve^ 
mcnt  banking  to  give  ad^-ice  In  all  tleldiUnd  activities  for  whith  the  System 

"  SeclirsTo8  fnd"#';.uthorize  and  reqili.  the  Federal 

(^redif  \eencv  to  ''undertake  re.«earch  Into  the  ^runil  development  arid  credit 
needs  of  the  rural  areas  of  the  X:iJion  and  ways  and  means  of  meeting  such, 
nmis  .  .  .  '  «tid  to  "have  .  .  .  personnel  qualified  to  g^v^  «^^vlce    In  a  wide 
ranee  of  ftel(ls  of  interest-  to  local  governments  and  peoiile  i^i  nirfll  areas.  ^ 

.  These  bn>ad  authorities  duplicate  the  autliorities  and  programs  of  the  research 
an<l  extension  a^ncies4)f  the  T'SDA  and  the  ^^'^^^i/^^^^*^*^ 

The  existing  research  itnd  extension  agencies  have  quallj^^d  and 
staff  who  can  perform  these  services  effectively  and  effident  y.  The  De^^^^^^^j 

'  Ob  erts  to  these  provisions  be<iiuse  of  the. unnecessary  duplication  of  staff  and 
service  and  because  ^existing  programs  can  be  e.xpanded  to  serve  growing  ne(Kls 
at  lower  cost  than  under  these  ptrovlslons  of  this  legislation. 

The  sizable  costs  of  the  .foregoing  admlrvistratlve  and  management  services 
would,  of  course.  )>e  In  addition  to  the  Intei^st  supplement  and  capltiil  augmenta- 
tion imyments  authorised  by  S.  2223. 


Kn'vtroxmf.ntat.  Protection'  Aofxct. 

Senate.  Washington,  B.C. 
DEAB  Mr.  chairman:  This  Is  In  response  to  your  request  f,.r  our  vl"vs 
,o^mnipnflfltlftn<i  on  Semite  bill  S.  2223  and  Amendment  l.>3  to  S.  14SR>>>nu 
htr^r^nest^  that  weTve  attention  (V>  the  most  effec-tlve  ways  In 

wlch  thrcredlt  institutions  proposed  In  the  bills  could  s.n^plement  mtl.er  than 

^^^S^^'fbm-^otSThe  «  H.n.e  Adn.inistrat.on  Aor 

of  i4l  and  for  other  purposes."  Includes  tw-o  Titles.  Title  T  of  the  bill  would 
firoaden  ?^e  appllcablUty  ^  the  Act  by  Increasing  the  typc^  of  projects  ellgib  e 
■fw  aid  under  U  including  pollntlon  control,  waste  dlspr>sal,  ,.nd  water  snpuly 
n^Wts  Facers  Home  Adiidnistration  grant  and  loan  authority  would  Incret.se 
J    C  rst(^Son  to  $300  million.  Further,  aid  availnbl- "nnder  the  Act  would 
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%  include  both  dirMt  and  luHiired  loams  In  addition  to  grants ;  and  tl\e  Farmersf 
Home  Adniinii^tration  would  be  divided  Into  two  adjul  list  rat  Ions  under  a  new 
A8sl,stant  Secretary  of  Agriculture  for  Rural  Development  Credit,  The  tw6 
AdUjiniHtratlons  would  bt;  th^  Karui  Pevel(nrt"t*"t  Administration  and  th^  Rural' 
Enteri)rl«e  aiTd  Community  DevtUoimieut  A^dmiulHt ration.  Title  I  alHO  IneretfHes 
tlie  «lz€»  of  eommiuiitles  eligible  under  the  Act  to  lio.OOO  persons  from  5,r»00. 

Title  II  creates  a  Federal  Rural  Oev  elopaient  ('nniit  Systei4Lwhl<'!i  wcmUl  uuik^* 
loans  available  to  public  and  private  borrowers  In  rural  areai  as  defined  above. 
BlSrro.wers  would  be  eligible  only  If  they  pould  not  obtain  (•re<llt  elsewhere,  but 
loans  cojdd  be  obtained  for  a  wide  ran^'c  of  rural  conununlty  development  proj-  > 
evLs.  The  Credit  Syjitem  Is  nuHleled  on  and  would  not  replace  the  existing  Farm 
6;tt>dit  i^ysteni,  and  although  Initially  capitalized  by  the  Feilcral  G(n(»rument  at 
$2  billion,  It  would  eventually,  under  required  loan  terms,  be  borrower-owneJt 

Title  IJ  further  provides  for  technical  assistance  on  eligible  proje<-bt,  which 
.  would  include  (Section  710)  "water  and  sewage  facilities  and  air  i>ollutiou  con- 
trols" as  well  as  "water,  <ind  water  distribution,  and  solid  waste  dlsp<)8al."  The 
same  sec-tion  contains  authority  for  research  and  Inforniaticai  gathering. 

Amendhient  ITy^  to  S.  1483  (whose  punxwe  is  identical  to  the  followli^g)  Is  a 
bill  "To  further  provide  for  the  farmer-owned  c(H)perative  system, of  malcing 
credit  available  to  farmers  and  ranchers  and  their  cooperatives,  for  rural  resl- 
-  deuces,  and  to  assj>clatlons  and  other  entitles  upon  which  farming  ojx»rations  are 
deiM*n(lent,  to  provide  for  an  ade(iuate  and  flexible  flow  of  money  Into  rural  arefis, 
♦  iind4.to  modernize  and  eomsoU  date  existing  farm  credit  law  to  meet  current  aud 
future  rural  credit  needs,  and  for  other  purposes."  The  bill  would  provide  for 
loans  from  basic  working  capital  of  $1  billion  for,  amt)ng  other  things,  "support- 
ing private  and  public  development  facilities",  which  means  any  facility  integral 
to  an  economic  development  activity  under  the  bill  and  acce«slblc  to  the  public. 
F/Com^mic  developnient  activities  are  (*on fined  to  oftices,  factories,  stores,  shipping 
facilities,  and  similar  activities.  A  Rural  Comumnity  development  Bank  would 
adminlHtep  the  loan  provisions  of  the  bill,  and  "provide  twhnical  a.sslstance  to 
State  and  local  gdvernments  In  the  preparation  and  implementation  of  compre- 
hensive rural  community  development  projects  and  programs  .  ."  as  well  as 
other  services. 

Amendment  153  to  S.  1483  is  much  more  narrow  in  scOpe  than  S.  2223.  For  that 
reason  our  remarks  will  address  2223  only,  since  they  can  be  applied  to  Amend- 
ment 153  as  appn>priate.  The  purpose  of  this  statement  Is  not  to  analyze  the 
workability  and  merits  of  the  financing  schemes  proposed  in  those  bills  but 
rather  to  explain  in  what  ways  S.  22215  (and  to  a  limited  extent  Amendment  153 
to  S.  l483)  relates  to  EPA  orqgrams  and  would'  affe<*t  them.  Where  necessary 
•those  programs  will  be  described.  ' 

Our  concern  with  S.  2223  stems  from  the.se Jnter related  considerations:  does 
the  pro'poseil  legislation  cause  duplication  of  effort  or  Increase  the  number  of  Fed- 
en>l  agencies  providing  a  specific  service,  or  services;  would  regional  planning 
an(^  pollution-control  programs  be  adversely  affected  by  the  introduction  of 
another  project-financing  agency;  and' arc  Federal  pollution-control  resources 
used  efficiently  to  a(*"hieve  maximum  effect.  ^ 

We  concur  with  the  July  23,  1071,  statement  by  the  Under  Secretary  of  A^ri- 
'culture  and  with  the  President's  repcn-t  pursuant  to  Title  0  of  the  Agriculture 
Act-of  1»7().  both  of  which  support  the  intent  of  S-  2223  and  Amendment  153  of 
S.  1483  to  provide  means  to  channel  more  money,  .both  government  and  private, 
to  rural  communities  in  order  to  rejuvenate  or  keep  viable  their  economic  bases; 
but  which  support  or  propose  broader  programs — general  and  specific  revenue 
sharing — wihch  Integrate  present  diverse  and  often  divergent  programs  to  ac-, 
complish  that  intent.  ^  -v==->v^ 

'  Our  major  related  program  Is  the  water  pollution  control  facilities  construc- 
tion i)rogram.  2223  Is  related  in  two  ways :  the  propo.sed  increase  of  FHA  grant 
and  loan  authorities;  and  the  additional  credit  system  proposed  la  Title  II. 

The  FHA  provisions  increase  the  types  of  projects  eligible  for  grants  rtnd 
loans  while  increasing  the  funds  available;  in  our  view  the  net  effect  wou^d  be 
to  increase  the  expenditiire  of  Federal  fundg  for  water  pollution  control  facllitl^^^ 
l)y  a  separate  Federal  agency.  This  effect  Is  undesirable  for  two  reasons :  the 
increased  division  of  that  particular  Federal  government  function  among  its 
agencies  when  a  basic  purpose  of  the  Adndnlst ration  has  been  to  consolidate  such 
functfotisT;  and  the  closely  related  impact  of  such  division  on  planning  and  the 
setting  of  priorities.  We  firmly  belip*e  that  water  pollution  e^pntrol  programs 
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HhonI<I  be  (  jmctMil rahMl  in  this  Ag<Mir.\ ,  wiilcli  was  ciciilc'd  for  \\\v  i)uri)()M'  of 
roius())i<latiM^  I^'iKlorn)  im))IuU(»ii  conlro)  and  onvironnionlal  prcMrction  activ  ilii^H; 
and  (hat  only  (.hrouKli  ll^lit  sitiKlr  aut'nry  rontrol  can  llmlled  Fcd^Tal  iM)llntion\ 
contrjd  n»H()ur(  «'H  hv  used  wllh  groah  st  cllici^'iu  y^nnd  impact. 

Aithougli  t\\v  anmuMl  of  'I'itN'  I  ftnuts  to  hv  rlumnrhM]  into  waNtr  ttt^rtnimt 
projrris  W  not  spiM  Wird,  Www  would  nppt'ar  to  no  rvn\  jiistilliation  f('>r  In- 
(■frascd  funds  for  tldn  purjiosr  i\i  x'ww  of  pa -^t  and  proposed  wuNte  t-ivatnient 
works  pi'o«raniN  in  lOl'A  desrrilMMl  Im^Iow.  (Similar  contllcts  may  exist  between 
the  Kanners  Home  Administration  programs  and  tlie  water  and  sewer  programs 

of  nri>  ) 

W*-  UiWi'  re(|uested  Mitllrirnt  funds  (  S<l  tiillton)  to  roxcr  the  Kederal  slaire  of 
a1)  miini<  ip;H  treatment  wator  polhitltai  rotdrol  needs.  Our  billion  esiimate 
of  total  needs  was  deterndned  froni  informatiou  provided  J)y  tlie  States,  din.'rt 
eontact  with  major  cities,  and  our  own  studies  and  statistical  analyses.  Our  esti-  ^ 
unites  are  intended  to  meet  all  eligible  re;pies(s  for  funds.  rej?ardl(»ss  of  liow 
snuill  the  cfannuitdty  or  the  reipiest  Is.  In  tlie  past  the  nmjority  of  projeets  ( So' 
(►f  the  total  made)  have,  been  placed  in  communities  of  less  than  :ir>.(MM>  i)erhonH. 
ami  oD'/f  in  connnuulties  of  less  thau;J,rHK).  .Vs  of  April  UO,  1!>71.  out  of  a  total  of 
IIJJU  proji'ct'^.  7.;nH  were  in  communities  <»f  under  .l.dtM);  (»f  these.  r},i*rtA  were  in 
eommunitles  (►f  l^.riOO  or  less     *  ,  »  , 

In  order  ibal  rinal  cnuimunities  w  ill  meet  water  fjuality  stamlards,  w  hicii  w  ill 
be  enforced  with  as  mucli  viuor  in  rural  are.is  as  clHewhere  tlirou«hoiit  the 
Nation.  We  h;ive  taken  into  account  Hieir  present  financiii«  nivds  in  the  following 
way:  In  l>ecend>er  I!>7().  KI'A  Estimated  that  the  cost  of  cf)nstructin«  sewuKe 
treatment  fiiciilties  in  municipalities  throutrhout  the  Nation  to  nn^et  water  (pntlity 
standards  enforcement  re<pnreuients.  through  I-  V  11)74,  was  approxinnitely 
SIJ  iiilliun  jis  noted  al)ovc.  (Jiven  that  the  api»ro\iuiately  JK(MM)  projects  wiueii 
cfauprise  the  if^VJ  billion  are  spread  in  commindties  tlirou^liout  tluM'ojmtry  in  the 
sauje  m, inner  as  projects  previously  assi.sied  by  I'TA,  it  is  estimated  that  M^/f 
of  the  SIJ  billion  is  for  conlniiuiitles  w  itli  popuiati(Uis  (»f  .'.OtM)  or  le.-^i^'rherefore, 
approxinuHeiy  $J  billion  of  tlie  ctuist  ruction  nee<led  thrrumh  FY  \UT\  would  be 
in  launicipaliries  w  itli  po]>ulations  of  ,*),OtH)  or  less.       "  # 

Major  ditTeretices  iK'tween  the  I«'IIA  urant  program  au<l  the  Kl'A  pro^;nim  are 
the  b'vul  of  funding  and  elti^ible  ^rant  rerlpients.  The  FIIX  basic  «ranl  ts  author 
i/ed  at  oO  per/'t^nl  whereas  an  KI'A  uratit  is  limited  to  M)  percent  and  can  «o  up 
to  "i  jiereeiit  only  if  the  Slate  pays  'jTy  percent  of  the  cost  of  a  proj<'<'t  and  certain 
water  (juallty  recjui retnetits  are  met.  FIIA  grants  may  be  nuKle  to  '^assoclatiiuis. 
including  corporatitais  not  operated  for  profit,  and  public  and  (luasfpublic  aK<'H- 
cies"  whereas  KI'.V  grants  may  l»e  made,ouly  to  StatVs,  uiunicii)alltles;and  inter- 
st  ite  aud  intermunicipal  aueucies.  To  dlseoui'aKc  •*shoi>j>inj:"  by  i)rosp<H*tive  ^;ratit 
recipients.  FHA  has  informally  aKre^nl  to  liudt  its  j^rants  to  the  FPA  maximum 
and  to  consider  only  those  applicants  \Vho  have  not  been  able  to  ol)taln  tlnancUiK 
tliroujcb  KPA  due  to  lack  of  available  funds  t(»  cover  such  projei'ts.  However.,  the 
fiaetlonalixatfron  that  would  residt  from  inrreasiuK  non  FPA  prouraitis  in  this 
are  \  is  undesirable.  * 

Seeiioii  10-4  of  Tl^le  I  provides  that  no  uratit  shall  be  ma(b\if  the  project  or 
romiuunlty  development  Is  inccuislvtetit  with  any  pbnined  development  officially 
approMMl  by  a  competent  authority  for  the  area  in  which  the  rural  e(Uinuunity  is 
lo'^ated.  The  section  further  stipulates  that  no  loan  shall  be  made  when  the 
proje.M  is  inconsistent  with  niuiti  jurisdielifaial  pbuitduK.  and  development  dls- 
tr4ct  arei  wide  plannirm.  This  determination  \Vill  apparently  be  made  when  the  - 
appliciitions  are  reviewed  and  coiametited  on  by  the  muiti-jurisdietional  agency, 
or  county  or  nmniciiMi!  government,  having  jurisdicti(ui  over  the  area  in  which 
the  proposed  project  is  loeated.  This  change  is  desirable.  KrA  and  lU'I)  lune  en- 
iere'l  ijito  an  agreement  standa rdi/arm  planning  re(pdrements  for  ^rant  assiste<l 
projects.  It  appears  fhat  Sectitai  KM  can  be  interpreted  as  enoouraKin«  joint 
FHA-K1»A-Iiri)  standards.  Jlowever,  we  would  prefer  that  the  bill  stlpidate  sucji 
standardisation,  as  well  as  stipidate  Federally-recognized  multl-jurlsdlotionnl 
pbiuninK  authorities.  Fimdly.  in  line  w  ith  our  principal  concerns,  we  would  ]>refer 
*  th  It  any  such  pro^^ram  be  recjuired  to  l»e  consistent  with  lOPA  river  basin  water 
])o)hition  control  planning. 

Similarly,  where  TitW  II,  sin^tlon  710,  i)r(>vides  for  technical  a.sslstance,  we  are 
concerned  about  (llvlsion  and  duplIca(:lon  of  effort.  Technical  assistance  perscainel 
wonid  cover  anionu  /)ther  things  o|)eration  and  adrrdnist ration  of  Federal  grant 
pro;:rains,  administration  development  and  opera titai  of  comnuinity  faclllth% 
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t(Khnif;il  duL  uiid  reqiilreniento  in  the  foIIo'wIiiK  specific  activities  related  to 
water:  water  and  Beware  facilities  and  air  pollution  controls;  water,  and  wuter 
dlstrUmtlon.  and  Holld  waste  tllsposal ;  mliltl-purpoHe  water  development;  and 
compfelM»nalve  area  planning. 

We  would  point  out  tiiat  most  of  tlie^e  are  functions  already  provided  for  hv 
the  (VmgreKs  In  the  statutory  rflithorltl^^  un<ler  wifieli  tWH  A^enfy  <)|>erateH, 
^  and  that  feiie  need  for  another  tnhidcal  staff  Infuiotlier  Federal  aKcucv  ^imnlv 
does  not  ex iHt.  ,  '       ,  ' 

The  (lueatlon  has  arisen  as  to  liow  water  <|iiality  Ntandardw  are  Het  uud  ^ii- 
forcHMl.  imrtlcuLarly  in  rural  arenN.  Water  (|uality  j^tandards  we^:e  establlHhe<l 
under  the  I^nleral  Water  Pollution  ('ontml  Art,  uh  anien<l<Ml.  The  States, 
throu/>h  puhlle  heorln^'a,  determine  the  useH  tul>e  nia<le  of  all  InterNtate  Btreanm, 
numerical  crlterW  to  proti'i-t  Uume  ukcn.  and  an  Implenu-ntatlcm  anil  enforce- 
ment plan.  These  Items  comprlne  the  \Vater  (|nallty  Ntan<hirdM  which,  after  julop- 
tlon  through  State  administrative  procCHHes,  are  Nui>mittcd  to  tlie  Knvironniciital 
Prote<-tlon  Affency  for  rtM'lew  ami  npprcival.  This  A^enf-y's  jndjjments  as  to  the 
>  aceeptal)lllty  of  the  nuineri<-al  c  riteria  are  bascMl  \i\h>}\  ll-lentlilc  ami  t«H-hnIcaI 
reeomiiiendathms  made  by  the  Xathmal  T<M'hninil  AdvlNory  ('ymniltt<M«  on 
April' I.  lum.  Standanls  are  adopt<Ml  by,eiM-h  State  a<'tln«  indlviduAll v  but  thev 
are  revieweil  for  rejilonal  <-oiiNisteney. 

The  enfor/'pment  of  water  quality  stamlanis  Is  «n\erne<l  bv  S^Htinn  IOm-kTw 
of  th<*  F<M|<'ral  A<-t  wliich  provides  that  matter  whieli  is  diKlliai^MMl  Into  water 
-X^ii  an  to  re<ln<i»  the  <iuality  of  HiM-h  water  hebm  the  water  <iualitv  standards  iiinv 
be  abated  in  aix'ordani-e  with  the  provisions  of  section  l(KK)(i)  or  cJ)  of  tli'e 
FiNleral  Art.  Those  se<-tlons  in  turn  antliorize  th<'  Admihistrut<ir  to  request  the 
Attorney  (Jeneral  to  comineiiei*  suit  ngalnst  a  polluter  if  the  <liK<hnr^^'s  mnh'r 
rormlderjiti/»n  ran  l)e  shown  to  aiTert  iH-^iltli  or  welfare.  The  (;<ivernor's  eonsent 
Is  reuuire<l  where  the  poiiutlon  effect  is  Intra-tate.  At  least  ]Hi)  davs  before  any' 
abatement  action  is  initiated  under  siiljsi'i'M/tn  KK^Jd)  4)r  <K)(2i,  tlie  Adndii- 
Istrator  is're<|uln^l  to  n<»tify  tlie  violators  .ind  other  interest<Ml  iwlrtb's  of  tiie 
\i(dation.      A       '  * 

No  distinj-nTm  is  nnide  iH'tvvivn  rural  Mntl  n<in  rural  nreiis  In  s<'ttini:  «ir  enforc- 
In^r  water  (pmlity  Htan<lanls,      '  ' 

The  iniiaict  of  estaldlshin^'  water  <iuality  standanls  f(,r  streams  In  rural  arlMis 
may  Ik*  sl^-rdficant  deijcndin^'  ujHai  tlie  condition  of  the  water  pr4or  to  setting 
the  st  indnrds  and  what  de^'ree  <iffvnter  <!uality  is  <lesin'<l  bv  tlie  peopb'  in  the 
an'^i  v,ho  determimMl  tlw  use  t<»  l»e  made  <if  the  water  In  <':isi-s  wlien*  relativelv 
<omn>on  waste  treatment  procj^sseswieiMl  to  be  upgraded  or  tn'?ituient  pbmts  con*- 
stru<  ted.  the  impact  nuiy  n<it  Im*  ;:n'at. 

This  pb'tiire  nmy  <-lniiu;c  in  areas  wliere  tlie  water  p<»]Iuti4ui  problem  N  canv,.<I 
by  run-ofTs  froip  fiMMllot^,  fertilization  practb*<.s.  <ir  otiier  a;?ri<-ult?irMl  waters 
uses,  r'ontrol  of  pollntion  from  such  nou  point  soiu-ces  is  UMirc  difficult  ami  in 
Mom*'  :nstan<i»s  not  practi<-alile  ;?iven  exislin^'  ti'i-hnol^.^jy. 

Y  Kimilly  it  has  twcn  iislce<l  what  a  wnst<'  treatment  Va<ilit\-  for  a  tvpical  rural 
commufdty  would  c<»st,  A  connaon  type  of  water  iM.llntion  control  facilitv  con- 
Ht.ru<'ted  for  conunurdties  with  populations  near  n.utH)  i^  an  Hxtendcd  Aeration 
plant  (;iv<Mi  an  KxteiuhMl  Aenition  plant  with  a  <lesij?n  {lopidjition  <if  r>U(»)  the 
following;  cstiumtes^apply  : 

('(Wt  o^f  <MmstruV'tiuK^ the  plant    _    _    _  '  ^<lS(MMM^ 

(^)st  o'f  <'onNt»uctln?;  the  Inten'eptor  K4'wer  _         „_  ^  UKMIOO 

("osf  />f  enfflneeriuL'  servijys  for  botli  the  plant  an<l  sewer^  .'s'  {\m 

Annual  oi«»ration  an<l  nuiint<Miance  cost  _^  OUO 

Wontnirf  rOHt  onlv.  TntfrfHt  nial  nmorti7,jith>n  Ofmtv  n(«t  Iricludrtl    Slioiihl  n  rfillfwf inn 

'^in:^::;^::^}:::^^;^:  '«•'•'>'■<'''■'' 

In  snmmciry.  we  want  to  emphasize  first  that  we  do  not  opjiose  efforts  to 
channel  to  rural  areas  essential  Hnancial  re«<»un-es  whi<  li  can  be  apjjlied  to 
the  betterment  of  those  areas  by  re  vitalizing'  the  rural  "economv.  However  for 
the  reasoufi  ndvamed  In  the  forejjoluff  statement,  we  fuel  that  provisions  of  the 
.  proposed  legislation  are  undeslrahle  In  view  of  this  A^rem-y's  pro{?rams 

We  are  advised  by  the  Office  of  Management  and  Budget  that  there  is  no 
-©bJe<-tlon  to  the  presentation  of  this  report  from  the  Administration's  standpoint 
Sincerely  yours. 

W1U.IAM  I).  RtJCKELSHAt^S. 

Admin  intra  tor. 
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Amkxdments  to  S.  222;i  Viu)P()«kd  iiy  thic.  National  (;oveunou'h  Co.vkeuknc  k,  a\i> 
C'OMpAHiisoN  Hrr\VKt:v  l^noposED 'Amendments  and  S.  'SJrMi 

1.  On  i)n«<'  1«,  line  7  ;  (H<M'tion  'M)i)  (h'Icte  t\w  wordH  ''ami  any  iuHtrnaM-ntality 
of  a  State,  county,  numWipality,  or  any^  unit  of  local  genenil  Koverninent'* 

'2.  On  im^c  IS.  line  2,^ :  i^ertlon  401  Pdolete  the  \v(inlH  "and  any  county,  nninir- 
ipality.  or  other  Uiilt  of  Itical  j;<'n<'nil  K»»verninent" 

On  pa^e  4<J,  line  -lU  ;  (  Section  (KM5>  delete  th«  words  "inihllc  iind  quaMl  public 
TMMlles" 

».  On  pa^e  47.  line    :  (  S<'ctlon  <5(MU  <H'lete  the  Word  "uiunlciimlltieV 
5.  On  pa^e  71.  l>eKinnlnu'  <ui  line  IS;  f  Se<-tion  J(«U  a  )  )  delete  all  of  I'afaKrapliM 
70lMaMl)  and  7<rtMa)rj)  ;  and  on  pa^c  Tli,  line  17  delete  the  reference  "t:i)" 
.  0.  (U\  pa^'e  7;;.  hj>j;inninK  online  12:  f  Secfhui  7(MHo>  )  delete  all  of  «id>section 
7(HHei  and  renumber  ,suhs«H'tiont4  it),        and  <h)  ns  sidwectlouH  <e),  it)  and 
<K>  H'spectiveiy 

7.  On  page  101,  line  10:  (Section  l(M)H)  delete  nil  of  item  "li"  and  renninlier 
item  "8"  ao  item  "2". 

S.  On  page  K«,  line  14;  fafti'r  Section  W)7)  renumber  subtitles  "H"  and  "'l  as 
snt)filb>M  •J"  and  "J"  resp«'ctively  and  insert  a  new  s\iblitle  "H"  as  ft^llou s  : 

HI  BTni.K    il      r.WAni.K   BONOH    KOU    ftl  UAI,   I)KVKI/)I'MFNT  ^ 

Skc.  UOr  KUriion  to  in.mhlv  hoitfifi-  i  a  )  Thy  SiH-retary  of  Agriculture 

or  his  delegate  shall  \My  to  any  yiate.  instrunientalitY  (rf  n  State  or  local  p'fu'ral 
>j(»vernment  syUU  h  elects  to  issue  oblij:atioMs  fur  a  nttal  development  purpose  in 
a  rural  aniiSi  tlxecT  percentage  of  tifty  |M^r  rent  of  the  intereHt  yield  on  such 
o!)n>iation«  provided  that  no  payment  shall  l)e  ina<h'  hcrounderln  the  case  of  any 
bonds  (►r  other  sHMiriti(*s  the  interest  income  from  whic^h  1^  e\em|it  from  f<Mlerai 
taxation. 

ih)  i;he  ebK'tion  <leMTilM'd  in  subs<i*ti(m  fa)  of  thin  section  ^hnll  be  uuide 
tsul>J«s-t  to  such  coiuiitions  (►f  notitlcatifui  Mud  cert Iflcaf ion  as  the  Secretary  or 
his  delegate  prescrilK'S)  Avitb  respe<  t  to  each  of  oltllKat'ons  to  whieh  it  is 

to  ai)ply  ^\n  elN-tion  with  ri'spect  to  any  i^sue  once  made  hUuU  be  irrevo<'able. 

{(•)  Kon  puriwiscs  of  tl>i<  s<K»tion.  the  interest  yield  <ui  any  i.'-sue  of  ohUfj^iX^tUms 
shMll  l»e  lleterndned  imm«Hllately  after  such  obligations  an'  issued. 

Mi)  pjiyment  of  any  interest  requlnHl  pui-suant  to  subs^Mtiim  (a)  shall  i)e 
made  by  tlM'  Secretary  of  Ajrricidture  or  his  deletfat^  not  later  than  the  time  at 
whicli  ihe  interest  jmynient  on  the  obligation  is  re(p)ire<l  to  be  n»ade  by  the 
issuer.  ^  ' 

w  )  At  the  rnpicst  of  the  isKuer.  the  liability  of  the  Vnitvd  States  under  this 
^e<'ti<»n  to  pay  interest  to  the  holders  of  an  Is.sue  of  obli^?ati<mH  shall  Im'  mado 
,  throujrh  asHUinption  by  the  T'nitetl  States  of  tla'  obligations  to  pay  a  separate 
set  of  interest  coupons  Issued  with  the  obligations 

(/)  -This  section  sbali  apply  t)nly  to  obllpitloris  whicli.  but  f(^r  an  election  under 
subs<H»tl()n  (a)  of.  this  se<tifm.  would  iw  ol)liKati(ms  to  which  -(Htion  lOr^taiH) 
of  the  Internal  Uevenue  (^mle  of  IfKU  applies 

(R)  This  HiK'tlon  shall  apr)ly  only  to  obligations  Issued  after  the  date  of  the 
enactment  of  this  .se<»tion. 

(/{)  There  are  authoriw^l  to  he  appropriated  such  sums  ns  may  be  n<H  e**sary 
to  carry  out  the  provisions  of  this  section.  Any  sinus  so  appropriated  shall  remaiu  > 
ftvailabh'  until  exiK^nded  and  shall  be  de<'me<l  ixVmanent  annuni  ai^propriaAbais, 
j    >SKr.  902.  AfiRisfancr  to  Stnfr  ntul  local  povrmmcvtM  ohUfjodorift:    ( a) 

''ITie  Rural  Development  Cnsllt  System  may  provfde  t«H*hn)cnl  assistance  to  any 
.    Stiite.  insfnimentality  of  a  State  or  bK'ai  general  sovenunents  Is^uin;;  obllp:atlons 
umler  this  snbtitl<^  and  may  make  available  to  them  such  financial  related  services 
appropriate  to  the  Issuance  of  such  obiipatlons  as  is  feasible.  ^ 

^)  In  the  ease  of  tcn^hnical  assistance  provide<l  by  District  Rural  Development 
Oedit  Affenciea  puch  asfdstnnce  may  include  the  marketing  or  Issuance  of  ol)li{ra- 
tions  on  behalf  of  the  StJite,  Instrumentality  of  the  State  or  local  general  povern- 
ments  within  the  ffeoprraphlc  jurisdiction  of  each  refipective  District  Tt^al 
.  Development  rre<Ht  Aj?ency.  /        '      '  ^ 

roMpAniRON  Hktwekn  PnoroflED  Amendments  and  S.  2223 

The  amendmeDtfl  strike  ont  varions  references  to  state  and  local  (rovernnients 
in  Title  IT  of  S,  2223  and  add  a  new  subtitle  to  Title  II  providing  for  a  fixed 
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inten-Nt  mlmldy  on  tax/il>l«'  hoiuln  Imuvil  by  Stntrs  ainl  lomlitlrH  for  xunw  (^vH- 

^     l»IKFKUK\(Krt  .  >  / 

M*'*^  (li^erenrr  l»etwtM'n  S.  222:{  and  thr  ^roimMMl  ainendiiH^iits  is* 

tliiit  the  prop<)«<.d  aiufiulmentH  provide*  that  thv  Sern'tary  of  Agriculture  Hhail 
pay  to  StatoH  and  localltifs  widrh  Ihmh*  taxable  ohlij^attiouN  a  hxed  PenvntaK** 
of  .!()  per  criii  of  tbe  interest  yield  on  HUeh  ohllj^atlonN  and  dt^etes  proVislouN 
for  puidle  bodleH  to  receive  loans  tlirou^'li  tiie  llural  Development  Credit  S\hteni 
Ilils  ha«  tbe  effect  of  reserving;  tl.e  funds  whicli  wnuid  be  available  tbroni:li 
tlie  Rural  Development  Credit  S>^tem  t»^prlv^iie  borrowers  and  |M'ovi<|lui:  an 
uUernutive  market  i/i  which  States  and  localities  rouia  issne-oldl^'ations  f(,r 
rural  development  purposes.  .  . 

2.  Amendment  nund)er  one  hoH  the  efftK-t  of  limiting  the  termfl  -borr^.wer" 
and  potential  b«»rn,wer '  to  individuals,  i»artnerships,  eooperallves,  cofiH)ri. 
tloUH,  and    non-profit  aHHociatlons.  .  , 

n.  Amendment  nund>er  two  limits  Participating  Kural  Development  Financial^ 
In*«tl  utioUH  ro  any  Xuti(,nal  or  State  banlis,  savings  Institutions,  credi  unions 
or  otiier  flmlncial  instit nti«»ns  making  loans  In  rural  areas  f<»r  rural  development 
purpoHeK,  f 
4  AmeridinentH  mimbera  three  and  four  remove  r»ublic  and  ipiaHi-pubiic  lM)diea 
an«  .nunlcipa  itien  from  the  li«t  of  InHtltutions  ell;flble  to  nn-cl^-e  Hervices  atfthor- 
ize<l  by  Title  H  directly  or  thron^h  Distrb  t  Uural  Development  (Ve<lit  Aumo\vH 
Aiiiem^^nento  numberH  tive  ami  .six  wvuld  delete  references  under  "siwclai 
IMnverH*  of  Kur;il  Development  (Vedit  AKcvcicM  which  authorUe  the  purchase 
of  ohli^ratlonH  of  State  or  local  ^'overnments  and  whicli  iiuthorize  the  ajatduK  <»r 
Kuaranteeinpof  Joan«  to  State  and  Im-al  Kovernraents.  Ueference  to  the  Federal 
Rural  Devebjiraient  Credit  At,'ency  vvhen  undertaking  t<.  provide  assistance  to 
state  or  local  governments  f«r  construction  of  a  proje<'t  for  whicli  any  other 
department  or  agency  of  the  Federal  (;overiunent  will  ajso  pnnble  fiuids  is 
deleted.  ^ 

il  Amendment  numl>er  seven  would' delete  tlie  nMpd»ement  tliat  tim  income 
from  obligations  insued  by- any  state  govmm^'nt  and  purchased  bv  the  Uural 
Development  Credit  System  would  be  subject  to  federal,  state  and  local  taxatb.n 
7.  Amendment  number  eight  wmdd  require  the  Secretary  (»f  AL'riculture  to 
pay  a  fixed  percentage  of  fifty  rx-rcent  of  the  interest  vield  on  taxable  obliga- 
tlons  iasued  by  wtate  or  local  governments  for  a  rural  development  purpose  in  a 
rural  area.  Thin  lias  the  effei't  of.  making  available  to  state  ami  local  govern- 
mentH  an  alteraative  market— the  taxable,  bond  market^  to  tlie  existing  tax-* 
exempt  I)ond  market.  The  amendment  woidd  also  provide  that  Dlstrb-t  Rural 
Development  Credit  Ageneiew.  may  accumulate  and  iharUet  on  behalf  of  state 
lui^  lo<*al  governmentH  taxable  obligations  for  a  rural  development  purpose, 
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